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MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 
(Airlines) 


THURSDAY, MAY 3, 1956 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 346, 
Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. 

Present: Representative Celler (chairman), Rogers, Quigley, 
Keating, McCulloch, and Scott. 

Also present: Herbert N. Maletz, chief counsel, and Kenneth R. 
Harkins, cocounsel. 

The Cuatrman. The committee will come to order. 

The first witness this morning is Mr. Stuart Tipton, president of 
the Air Transport Association. After him we will hear from Mr. 
Stanley Gewirtz, vice president of the Air Transport Association. 
Mr. Tieton. I understand that you have a statement. 


TESTIMONY OF STUART TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION; ACCOMPANIED BY STANLEY GEWIRTZ, EXECU- 
TIVE ASSISTANT TO THE PRESIDENT, AIR TRANSPORT AS- 
SOCIATION; DR. MYLES ROBINSON, ASSOCIATE DIRECTOR OF 
RESEARCH ; DONALD MARKHAM, ASSISTANT GENERAL COUNSEL; 
AND JOHN LUNDMARK, ASSISTANT EXECUTIVE SECRETARY OF 

THE AIR TRAFFIC CONFERENCE 


Mr. Tieton. Yes, sir. 
Mr. Chairman, and members of the committee, my name is Stuart 
G. Tipton. Iam president of the Air Transport Association of Amer- 
ica. Our association represents most of the scheduled, certificated 
airlines of the United States—the domestic trunklines, the interna- 
tional and overseas operators, the local service airlines, the Alaskan 
airlines, the Sartlineiad operators, and the helicopter operators. 


Let me first say that we welcome the opportunity to tell the Con- 
gress about the contribution of our industry to our country. The 
scheduled airlines of the United States are the most useful, the most 
efficient, and by far the most competitive airline system in the world. 
We hope you will’share our pride m those facts. 

The Cuarrman. I want to state that I am sure every mmeber of 
the committee agrees with that statement. 
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Mr. Treron. That makes us very happy to hear you say that, Mr. 
Chairman. 

Indeed, the domestic trunklines of the United States— to name a 
segment of our industry which has been previously mentioned in these 
hearings—in moving from subsidy to self-support, and from self- 
support to a reequipment program which will revolutionize air serv- 
ice, offer an outstanding example of how to provide air power for 
free. No other country can make that claim. 

The Civil Aeronautics Act of 1938, passed by Congress to assure the 
development of a universal, balanced air transport system for all 
America, describes the function of our industry in terms of public 
need, public convenience, and public interest. It specifies obligations 
on the part of the industry to the Nation’s commerce, the postal serv- 
ice, a the national defense. 

It is therefore natural that Congress should from time to time ex- 
amine our industry to determine how well its responsibilities have been 
fulfilled. And Congress has done so. At least 10 times in the last 
10 years the scheduled air transport system has been the object of con- 
gressional scrutiny—and the executive branch conducted 5 inquiries 
of its own during the same period. 

I feel also that at the outset of our appearance it is proper for me to 
deal with the general accusation of conspiracy which this committee 
has heard, aie which received wide circulation as a result of havin 
been uttered here. The accusers, under questioning, themselves faile 
to — the accustation, and the committee’s chairman has rejected 
it. I take this opportunity to confirm that the accusaion is false. 

I can add that the accusation made against companies which con- 


stantly, year in and year out, in good times and bad, have assumed the 
obligations as well as the benefits of the Civil Aeronautics Act, was 
particularly offensive, coming, as it did, from a combine which has 
evaded those same obligations and governed its operations by the sole 
standard of maximum profit for itself. 

The Cuatrman. I want to eors Me. Tipton, that whenever there is 


an accusation, this committee will always give the person accused an 
opps tenny to reply. We don’t want to come to any one-sided con- 
clusions here. Things that have been said in the course of Sra, 
tion in replies to queries, may have a very deleterious effect but that 
can’t be helped in inquiring. 

But in order to neutralize that situation the person or the company 
that might be accused will always have the opportunity to reply and 
give his version of the situation. 

Mr. Tieton. We welcome that statment and recognize, Mr. Chair- 
man, that it is true. We are particularly pleased this morning to be 
given that opportunity to state to the committee the facts, and present 
to them the character of the scheduled air transport system of the 
United States. 

Many new scheduled, certificated airlines have received their fran- 
chises since 1938. What matters to our industry is not who enters the 
field but how entrance is to be granted and how operations are to be 
conducted. It is our view, as it has been the view of Congress, that 
the same set of rules should govern all aspirants and operators; that 
the American air is a public resource, not a private asset to be sur- 
rendered to anyone for his own private gain; and that the standards 
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for the operation of scheduled air service are the standards which 
Congress has established—the public need, the public convenience, and 
the public welfare. 

And now I should like to introduce our staff experts who are here 
at your disposal. As you know, in addition to our own appearance as 
an association, certain of our members wish to appear before you later 
on. And, of course, in addition to the presence here of the association 
representatives as a source of information for you, your chairman, 
and your staff have requested and received very voluminous material 
relating to our work. 

The association staff members who are here with me are Stanley 
Gewirtz, vice president and assistant to the president; Dr. Myles 
Robinson, associate director of research; Donald Markham, assistant 
general counsel; and John Lundmark, assistant executive secretary 
of the Air Traffic Conference. 

The Cuatrman. I welcome all you gentlemen. 

Mr, Tipron. Mr. Gewirtz will make our comprehensive affirmative 

resentation, an outline of which is attached to the kit we have placed 
Salen you. In very large part, he will explore with you these four 
major propositions, all supportable, we believe, by visible facts of 
record : 

(1) The average air fare is declining, so that it stands at 1938 levels. 
Of course, in terms of the 1938 dollar, the average fare has been cut 
almost 50 percent. 

(2) The service the air fare buys today is incomparably superior 
in quality and volume to the service available in 1938. 

(3) The growth in the industry’s net earnings has lagged behind 
the industry’s growth in usefulness. In fact, a period of regulatory 
stability, with sustained and adequate earnings, is needed to establish 
the industry as more than a speculative risk in the minds of the 
country’s investors. 

(4) Adequate earnings and regulatory stability will be particularly 
necessary in the period ahead, so that the industry may meet the multi- 
billion dollar commitment it has undertaken in order to revolutionize 
air service at home and abroad. 

With that I will ask Mr, Gewirtz to continue with the presentation. 
_ The Cuarrman. Before we hear Mr. Gewirtz, counsel wishes to place 
in the record certain data which we received from your association. 

Mr. Materz. I offer in evidence the articles of association of the 
Air Transport Association. 

I offer in evidence also a description of the Air Transport Associ- 
ation of America; another document describing the Air Traffic Con- 
ference of ATA; a document entitled “Air Transport Association of 
America, Budget, First Half of 1954”; a document entitled “Budget, 
Second Half of 1954”; a document entitled “Budget, First Half of 
ae and yet another document entitled “Budget, Second Half of 

vv. 

I also offer in evidence, Mr. Chairman, a document dated January 
5, 1956, entitled “Air Transport Association, Member Airlines.” 

Mr. Chairman, I offer in evidence at this point a letter from Mr. 
Stanley Gewirtz, vice president and assistant to the president of the 
Air Transport Association, to the chief counsel of the subcommittee, 
attaching various documents with respect to contributions of ATA 
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member carriers to the association’s budget for the 2-year period, 
1954-55, as well as a memorandum dated September 14, 1955, which 
outlines the basis of ATA’s billings. 


(The documents listed above are as follows :) 


Arm TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., February 23, 1955. 
Civi. AERONAUTICS BOARD, 
Washington 25, D. C. 
(Attention: Mr. James E. Gorham, Chief, Routes and Carrier Relations 
Division.) 

GENTLEMEN: There are transmitted herewith for filing with the Board, pur- 
suant to section 412 (a) of the Civil Aeronautics Act of 1938, as amended, six 
copies of the articles of association of ATA, as amended effective February 17, 
1955. a 

The only change that has been made in the articles as filed with you on January 
12, 1953, is an increase in the number of directors on the board of directors from 
10 to 11. This was done by appropriately amending the second sentence of sec- 
tion 1 of article V, and section 2a of article VIII. 

Very truly yours, 
J. D. DuRanp, Secretary. 


ARTICLES OF ASSOCIATION 
(As amended effective February 17, 1955) 
ARTICLE L. TITLE AND LOCATION 


Secrion 1. The title of this organization shall be the Air Transport Association 
of America. 
SEc. 2. The headquarters of this association shall be maintained in the city of 
Washington, D. C. 
ARTICLE II. OBJECTS AND PURPOSES 


Section 1. The objects and purposes of this association are: 

(a) To promote and develop the business of transporting persons, goods, and 
mail by aircraft between fixed termini, on regular schedules, and through special 
service, to the end that the best interests of the public and the members of this 
association be served. 

(0) To advocate the enactment of just and proper laws governing the airline 
business. 

(c) To promote closer relations with and cordial cooperation among the 
members. 

(@) To promote friendly relations with, and to secure the cooperation and 
goodwill of the public. 

(e) To improve the transportation service rendered by its members. 

(f) To promote the construction of proper airports and airway aids over such 
routes as will best insure benefit to the public and the airline business, and to 
promote the maintenance, repair, and improvement of all airports used by airline 
operators. 

(9) To promote the establishment of necessary terminals and connecting 
schedules. 

(A) To cooperate with all public officials in securing the proper enforcement of 
all laws affecting air transportation. 

(4) To promote aviation safety in general. 

(/) To do all things tending to promote the betterment of airline business, and 
in general to do everything in its power to best serve the interest and welfare of 
the members of this association and the public at large. 


ARTICLE Il. MEMBERSHIP 


Section 1. Membership in this association shall be divided into two classes: (1) 
Operator members; (2) associate members. 

Sec. 2. Operator members.—Any air carrier, as defined in section 1 of the Civil 
Aeronautics Act of 1988, as amended, authorized to conduct a scheduled air trans- 
port service under a certificate of public convenience and necessity issued pursu- 
ant to such act, may become an operator member of this association upon ap- 
proval by the board of directors and upon the payment of dues as hereinafter set 
forth. 
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(a) Each application for membership shall show the names and addresses of the 
president or general manager and the executives in charge of tratlic, operations, 
accounting and maintenance, and trade name under which the business is carried 
on, the route or routes served and a statement of the gross receipts of the appli- 
cant’s business for the preceding half of the calendar year corresponding to that 
in which the application is filed, provided however, that if the applicant is unable, 
at the time its application is filed to furnish all of the information required 
by this subsection, the application shall contain as much of the information, so 
required, as the applicant then can furnish. 

(b) In case the applicant for membership is a partnership, the application 
shall show the name and address of each individual partner; if a corporation, 
the names and addreses of the directors; and if a managing agent or company, 
the name, title, and address of the person or persons engaged in the management 
and the name, corporate or trade, of the property or properties managed. 

Sto. 3. Associate members—Scheduled air transport companies operating 
domestically or internationally may be admitted to associate membership upon 
approval by the board of directors and upon the payment of dues as provided 
for this class of membership. 

Sec. 4. Any applicant for membership whose application is rejected by the 
board of directors may appeal to this association at any of its annual meetings 
and the action taken at that time shall in each instance govern. 

Sec. 5. Rights of members in association.—Operator members shall have the 
right to participate and vote in all matters relating to the affairs of the as- 
sociation. 

(a) At any meeting of the members of this association, held on or after Janu- 
ary 1, 1948, each operator member carrying annual revenue ton miles in an 
amount. of : 

(1) 500,000 or less, shall be entitled to 1 vote; 
(2) More than 500,000 and less than 20 million shall be entitled to 
2 votes ; 
(3) 20 million or more shall be entitled to 3 votes, plus 1 vote for each 
10 million, or fraction thereof, in excess of 20 million. 
As used in this subsection the phrase “annual revenue ton-miles” means ton- 
miles of revenue passengers, mail and cargo carried during the 12 months 
ending the last day of June of the year next preceding the calendar year in 
which such meeting is held, Provided, however, That all such ton-miles performed 
in international service will be computed at 50 percent of their gross amount. 
The number of votes to which any member is entitled in any calendar year, 
computed as provided in this subsection, shall remain constant during that 
year. During the month of December of each calendar year beginning with 
1947, the president shall determine, in accordance with the provisions of this 
subsection, the number of votes to which each operator member is entitled for 
the succeeding calendar year and shall inform the members accordingly. 
(b) Associate members shall not have the right to vote. 





ARTICLE IV. DUES AND BUDGET 


Section 1. (a) On and after January 1, 1951, the dues of all operator members 
shall be a fixed semiannual amount of $500 for each such member, plus a pro 
rata apportionment of the balance of the actual expense of the association in- 
curred during the semiannual period for which the dues are to be paid, remain- 
ing after crediting to such expenses the fixed amount of $500 assessed to each 
such member and receipts from other sources, according to the ton-miles of reve- 
nue passengers, mail and cargo carried during said semiannual period, Provided, 
however, That all such ton-miles performed in international service will be com- 
puted at 50 percent of the gross amount. 

(6) The semiannual dues shall be due and payable on the first day of the 
third month following the close of the semiannual period for which such dues 
are to be paid, subject, however, to the following prepayment requirements. On 
or before the first day of the third month of the period for which such dues are 
to be paid, or, in the case of a new operator member, on the date its membership 
becomes effective, each operator member shall make a tentative prepayment of 
its dues. The amount to be so prepaid shall be computed under the formula 
set forth in paragraph (@) above, except that estimated expenses as set forth 
in the proposed budget for said period and estimated ton-mile figures as sub- 
mitted by each such member for its proposed operations for said period shall 
be used in such computations. Said prepayment of dues shall be a credit against 
the dues as finally determined to be payable under paragraph @ above; and 
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any operator member having made a prepayment for a semiannual period in 
excess of its dues for that period as finally determined shall promptly be re- 
funded such excess. 

(¢) The board of directors may for each fiscal year define the meaning of such 
terms as may be necessary to an equitable and practicable application of the 
apportionment formula set forth above and in subsection (a) of section 5, 
article III. 

Sec. 2. The dues of all associate members shall be on a semiannual basis and 
shall be a sum set by the board of directors. The said dues shall be due and pay- 
able on the first day of the third month of the period for which such dues are 
to be paid, or, in the case of a new associate member, on the date such member- 
ship becomes effective. 

Sec. 3. No member shall be liable for any special assessment in addition to the 
annual dues levied as provided in sections 1 and 2 of this article, unless same is 
approved by the directors after 15 days’ notice to each member that it is to be 
considered by the directors. 

Sec. 4. Any member failing to pay its dues or its prepayment of dues on or 
before the dates above specified for said payments shall be in arrears. The 
treasurer shall report to the members at any meeting the name or names of any 
members so in arrears and no member shall be entitled to vote on any matter 
before such meeting or any subsequent meeting until such arrears are paid. 

Sec. 5. The president shall semiannually prepare a proposed budget for the 
first 6 months and the last 6 months, respectively, of each fiscal year, showing, 
under appropriate headings, his estimates for the necessary work, salaries and 
expenses, and the estimated amount to be received from dues and other sources. 
The president shall submit each such proposed budget at a regular meeting of 
the board of directors held prior to the inception of the 6 months’ period which 
it covers. The board of directors shall then adopt a budget. The fiscal year of 
the association shall be the calendar year. 

Sec. 6. The budget appropriations shall not be strictly confined to the purposes 
stated, but free balances may be transferred from one account to another upon 
approval of the president and ratification by the board of directors. The un- 
expired balance in any budget shall go into a reserve fund whose disposition 
shall be determined by the board of directors. 


ARTICLE V. GOVERNMENT 


Secrion 1. The general management and control of the affairs, funds, and 
property of this association shall be vested in a board of directors, the members 
of which shall be elected for a period of 1 year, or until the annual meeting fur 
the year following that in which they are elected, in the manner provided in arti- 
ele VIII. The board shall be composed of 11 members. Each member of the 
board of directors may, by writing filed with the president of the association, 
designate an alternate who shall, in the absence of such member, be authorized 
to serve in his stead as a member of the board of directors and to exercise all 
of the powers of such member. Each such alternate shall be selected from the 
executive staff of the company represented by the member designating him. 

(a) A majority of the board of directors shall constitute a quorum at any 
regular or special meeting of the board. 

(0) The board of directors shall serve without compensation. 


ARTICLE VI. OFFICERS 


Section 1. The officers of the association shall include a president, executive 
vice president, treasurer, and secretary, and such other officers as the board of 
directors may deem advisable. At the discretion of the board of directors, the 
oftice of secretary may be held by any other officer of the association. The 
officers shall be elected by the board of directors at the end of their meeting 
following the annual meeting of the association. 

Sec. 2. The president shall, when present, preside at all meetings. He shall 
be the executive officer of this association, shall have general supervision of its 
business and affairs, shall have the authority to select employees and fix their 
compensation, and shall be ex officio a member of all committees. 

(a) All accounts of this association shall be audited at the direction of the 
president, at least once a year by a certified public accountant, and a report 
thereon transmitted to the beard of directors. 

Sec. 3. The executive vice president shall assist the president in the perform- 
ance of his duties, and in his absence, or upon his refusal te act, shall perform 
the duties of the president. 
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Sec. 4. The treasurer shall keep full and accurate accounts of the receipts 
and disbursements of this association, shall deposit all moneys and other funds 
to its credit in such depository as may be designated by the president or board 
of directors, and shall disburse the funds of this association in such manner as 
may be directed by the president or board of directors. The treasurer shall 
render to the directors at any regular meeting, or to the president whenever 
requested to do so, an account of his transactions and of the financial condition 
of this association. He shall give bond for the faithful discharge of his duties in 
such manner as the directors may require. 

Sec. 5. The secretary shall keep a record of all meetings of this association 
and of the board of directors and perform such other and further duties as may 
be required of him from time to time by the president or the board. It shall be 
the duty of the secretary to keep a list of operator members entitled to vote 
at any meeting of this association. The roll of the members entitled to vote 
at the meetings of this association shall be called and their votes recorded. 

Sec. 6. The duties of any other officers elected by the board of directors shall 
be as prescribed by such board. All officers or employees handling money on 
account of this association shall be bonded in amounts to be determined by the 
board of directors if any member shall demand it. The expense of furnishing 
such bonds shall be paid by this association. 


ARTICLE VII. COMMITTEES 


Section 1. The president shall have authority to appoint such committes as he 
considers necessary for the proper functioning of this association. The president 
shall designate the chairman of such committees. 

(a) The personnel, including the chairman, of each committee so appointed 
shall be subject to the approval of the board of directors and shall serve until 
relieved by order of the board, by order of the president with the approval of 
the board, or, until by report of the board of directors or membership, the 
committees’ activities are terminated. 

(6) Each committee chairman shall see that a record of his committee's 
proceedings is kept and shall report the same either to the board of directors 
at its regular or special meetings or to the annual meetings of the members, 
according to the wishes of the president and the board of directors. The presi- 
dent shall designate an employee of the association to act as secretary of each 
committee. 

(c) In creating committees the president and the board of directors shall, at 
their discretion, appoint the personnel either from the membership of the board 
or from the membership of this association. 

(d@) The secretary shall be ex officio a member of each of the committees 
and under instructions from the president or committee chairman shall call 
all meetings. 

Src. 2. Duties of committees.—The duties of all committees shall be specified 
by the president at the time of their creation and, in performing their functions, 
such committees shall at all times be subject to the instruction and direction 
of the board of directors. 


ARTICLE VIII. MEETINGS AND ELECTIONS OF OFFICERS 


Section 1. Annual and special meetings.—The annual meeting of the members 
of this association for the election of the board of directors, and the transaction 
of all other business of the association, shall be held at such time and on such 
date as shall be determined by the board of directors. Not less than 15 days’ 
notice of the date fixed for such meeting shall be given to each operator member 
in good standing. Special meetings of this association may be called by the 
board of directors on such notice as the board deems proper and also may 
be called upon the request of five members of this association. Notice of any 
such special meeting shall specify the purpose for which the meeting is called. 

(a) All operator members, in good standing, present at any annual meeting or 
special meeting shall be entitled to vote, but no proxies will be accepted 
on behalf of absent members. Votes may be cast on behalf of absent members 
by duly aceredited representatives of such members, provided the vote of each 
accredited representative is confined to one membership. The presence of ac- 
credited representatives of a majority of the operator members shall constitute 
a quorum for conduct of business and for the election of members of the board 
of directors. Except as provided in article XIV, a majority of the votes cast 
by all operator members present and voting shall conclusively determine any 
question before any meeting of the members. 
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Sec. 2. Before the opening of the annual meeting the president shall appoint a 
nominating committee of five members, none of whom need be members of the 
board of directors, and this nominating committee shall function as hereinafter 
provided. 

(a) The nominating committee shall present to the annual meeting nomina- 
tions for a total of 11 directors which may include the aforementioned officers 
in accordance with article V, section 1, and article VI, section 1. 

(b) The election of directors shall be by ballot and a majority of the votes, 
cast by all operator members present and voting shall be necessary for such: 
election. 

Sec. 3. Regular or special meetings of the board of directors.—A meeting of 
the board of directors shall be held immediately following the annual meeting of 
this association. In addition to this meeting, the board of directors may hold as 
many regular or special meetings as is deemed necessary. Meetings may be 
called by the president, or shall be called by the secretary upon the written re- 
quest of four members of the board of directors. At least 10 days’ notice of each 
regular meeting, and 5 days’ notice of each special meeting, and the purpose for 
which it is called, shall be sent to each member of the board of directors. In 
case of a regular meeting the notice shall be sent by airmail or telegram, but in 
the case of a special meeting the notice shall be by telegram. 


ARTICLE IX. POWERS OF DIRECTORS 


Section 1. In addition to the control of the business affairs of this association 
and the powers and authority expressly conferred upon it by these articles, the 
board of directors may exercise such powers and do all such things as may be 
exercised or done by this association. 

Sec. 2. The board of directors may authorize an officer of this association to 
sign and execute in the name and on behalf of this association, bills, notes, 
receipts, endorsements, checks, contracts, and documents. 

Sec. 3. Whenever an operator member of this association ceases to be a mem- 
ber in good standing and when such member is represented in the office of 
director, president, executive vice president, vice president, secretary, or treas- 
urer, the term of office of such member's representative shall automatically end 
with the cessation of such membership . In the event that any director or his 
alternate shall fail to attend three consecutive meetings, whether regular or 
special, of the board of directors, the office of that director shall, at the adjourn- 
ment of the third such meeting, automatically become vacant. 

(a) Any vacancy in the offices of this association may be filled by the board of 
directors at any regular or special meeting of the board. In the event of a 
vacancy on the board of directors said board shall elect a director to fill such 
a vacancy and said director shall hold office until the next annual meeting. 

Sec. 4. A majority vote of the directors present and voting at any regular 
or special meeting of the board, except when otherwise directed by this as- 
sociation, and except as herein provided to the contrary, shall conclusively 
determine any questions before it. The board of directors is authorized to adopt 
such rules of order, not inconsistent with any provisions of these articles if they 
may deem it advisable for the conduct of its meetings. 


ARTICLE X. ARBITRATION 


Section 1. Any operator or associate member may submit to this association for 
arbitration in the manner hereafter provided any case or question upon which 
operator or associate member fails to agree. 

Sec. 2. The operator or associate member desiring service of arbitration shall 
forward to the president of this association a statement setting forth clearly the 
point upon which a decision is desired. 

Sec. 3. Upon receipt of a request for service of arbitration the president shall 
request other interested parties to forward statements outlining their conten- 
tions. Before the case is arbitrated, the operator or associate members involved 
in such case or question submitted for arbitration shall agree to accept the 
decision of the arbitration committee as binding upon them. The president of 
this association shall appoint an arbitration committee consisting of 3 persons 
1 of whom shall be said President. 

Sec. 4. The decision of the arbitration committee acting in accordance with 
sections 1, 2, and 3 of this article shall be binding on all interested members. 


ARTICLE XL. SUSPENSION OR EXPULSION OF MEMBERS 


Section 1. The board of directors shall have authority to suspend or expel any 
member for nonpayment of dues; and to levy fines for late payment thereof. 
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Such fines shall be calculated at the rate of one-half of 1 percent per month of 
the arrearage, subject to the limitation that in no instance shall any fine exeeed 


5 percent of the arrearage. 
ARTICLE XII 


Secrion 1. Roberts’ Rules ef Order shall be the parliamentary authority of this 


association. 
ARTICLE XIII. ORDER OF BUSINESS 


Secrion 1. The order of business at each meeting of this association and of the 
board of directors shall be as follows: 
. Reading of minutes of last preceding meeting. 
. Reports of officers. 
. Reports of committees. 
. Election. 
5. Unfinished business. 
. New business. 
. Adjournment. 


ARTICLE XIV. INTERPRETATION AND AMENDMENT OF ARTICLES 


SecTION 1. The decision of the board of directors shall be final upon all ques- 
tions of construction and interpretation of these articles. 

Sec. 2. These articles may be amended by a two-thirds majority vote of the 
membership provided that notice and copy of such proposed amendment shall 
be filed with the secretary at least 15 days before such regular or special meet- 
ing and that the secretary forward a copy of the proposed amendment to each 
operator member at least 10 days before the meeting. 


ARTICLE XV. DURATION OF ASSOCIATION 


Section 1. This association shall continue in full force from January 1, 1936. 
Any member in good standing may withdraw therefrom by giving 6 months’ 
written notice to the president. 

Subscribed to by: 


(Name and title of officer) 


(Date) 


Orders 
Serial Number 704 
Civ1L AERONAUTICS AUTHORITY, 
Criv1t AERONAUTICS BOARD 


Washington, D. C. 


At a session of the Civil Aeronautics Board of 
the Civil Aeronautics Authority, held at 
its offices in Washington, D. C., on 
the 25th day of October 1940 
Contract C. A. B. No. 105 


In the Matter of an Agreement filed under section 412 (a) of the Act by and 
between American Airlines, Inc., Boston-Maine Airways, Inc., Braniff Airways, 
Inc., Chicago & Southern Air Lines, Inc., Continental Air Lines, Inc., Delta 
Air Corp., Eastern Air Lines, Inc., Inland Air Lines, Inc., Inter-Island 
Airways, Ltd., Mid-Continent Airlines, Inc., National Airlines, Inc., Northwest 
Airlines, Inc., Pan American Airways, Inc., Pennsylvania-Central Airlines 
Corp., Transcontinental & Western Air, Inc., United Air Lines Transport Corp., 
Western Air Express Corp., Wilmington-Catalina Airline, Ltd., Canadian 
Airways, Ltd., Trans-Canada Air Lines—Being the Articles of Association of 
the Air Transport Association of America 


ORDER APPROVING AGREEMENT 


The secretary of the Air Transport Association of America (hereinafter re- 
ferred to as the Association) having filed with the Board, pursuant to section 412 
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(a) of the Civil Aeronautics Act of 1938 and section 251.1 of the Beconomic Reg- 
ulations, the Articles of Association of said Association ; and 

It appearing to the Board that the parties to said Articles of Association con- 
sist of the above-named carriers, of which 19 are air carriers or foreign air 
carriers, and one, namely, Canadian Airways, Ltd., is another carrier engaged 
in the operation of scheduled transportation by air; and 

It appearing to the Board that although not phrased in the language of the 
usual contract, the Articles of Association constitute an agreement by and 
between the members by which they have organized the Association along the 
usual lines of a voluntary association, the business of which is administered by 
officers and a Board of Directors, in a way analagous to that of the ordinary 
business corporation; that the binding together of such a group of air carriers, 
foreign air carriers, and another carrier by the formulation of an association for 
cooperative action to carry out the broad objects and purposes set forth in the 
Articles of Association will, by the very existence of the Association, and inde- 
pendently of any action that may be taken by the Board of Directors or the 
membership of the Association, pursuant to said Articles of Association, affect air 
transportation and is an agreement within the purview of section 412 (a) of the 
Act; 

The Board, upon consideration of said Articles of Association, finding no 
basis for considering that the Articles of Association constitute an agreement 
adverse to the public interest or in-vielation of said Act ; 

Ir 1s ORDERED, That said agreement be, and the same is approved as between 
the above-named parties thereto, provided that by approving said Articles of As- 
sociation as an agreement between said parties, the Board does not approve or 
disapprove any subsequent contract or agreement entered into, or any specific 
action taken pursuant to said Articles of Association. 


By the Civil Aeronautics Board : 
[SEAL] Tuomas G. Kary, Secretary. 


Arr TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., August 19, 1938. 


Subject : Articles of Association. 


Crvi_ AERONAUTICS AUTHORITY, 
Department of Commerce Building, 
Washington, D. C. 

GENTLEMEN: Attached hereto there is submitted for filing, pursuant to sec- 
tion 412 (a) of the Civil Aeronautics Act, a true copy of the Articles of Associa- 
tion of the Air Transport Association of America. This copy is filed with you on 
behalf of the following air carriers: American Airlines, Inc.; Boston-Maine Air- 
ways, Inc. (formerly National Airways, Inc.) ; Braniff Airways, Inc.; Chicago 
& Southern Air Lines, Inc.; Continental Air Lines, Inc. (formerly Varney Air 
Transport, Inc.) ; Delta Air Corp.; Eastern Air Lines, Inc. (formerly Eastern 
Air Lines Division of North American Aviation, Inc.) ; Mid-Continent Airlines, 
Ine. (formerly Hanford Airlines, Inc.) ; Inland Air Lines, Inc. (formerly Wy- 
oming Air Service, Inc.) ; Inter-Island Airways, Inc.; National Airlines, Inc. 
(formerly National Airlines System) ; Northwest Airlines, Inc.; Pan American 
Airway System (as an associate member) : Pennsylvania-Central Airlines Corp. ; 
Transcontinental & Western Air, Inc.; United Air Lines Transport Corp. ; Western 
Air Express Corp.; Wilmington-Catalina Airline, Ltd.; and Canadian Airways, 
Ltd. (as an associate member). 

Very truly yours, 
Fowrer W. BArKeEr, Secretary. 


ARTICLES OF ASSOCIATION 


ARTICLE I. TITLE AND LOCATION 


Secrion 1. The title of this organization shall be the Air Transport Association 
of America. 
Sec. 2. The headquarters of this association shall be maintained in the city of 
Chicago, Il. 
ARTICLE II. OBJECTS AND PURPOSES 


Section 1. The objects and purposes of this association are : 
(a) To promote and develop the business of transporting persons, goods, 
nnd mail by aircraft between fixed termini, on regular schedules, and through 
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special service, to the end that the best interests of the public and the members of 
this association be served. 

(b) To advocate the enactment of just and proper laws governing the airline 
business. 

(c) To promote closer relations with and cordial cooperation among the mem- 


bers. 
(d) To promote friendly relations with, and to secure the cooperation and 


goodwill of the public. 

(e) To improve the transportation service rendered by its members. 

(f) To promote the construction of proper airports and airway aids over 
such routes as will best insure benefit to the publie and the airline business, and 
to promote the maintenance, repair, and improvement of all airports used by air- 
line operators. 

(g) To promote the establishment of necessary terminals and connecting 
schedules. 

(h) To cooperate with all public officials in securing the proper enforcement of 
all laws affecting air transportation. 

(i) To promote aviation safety in general. 

(j) To do all things tending to promote the betterment of airline business, and 
in general to do everything in its power to best serve the interest and welfare 
of the members of this association and the public at large. 


ARTICLE Ill. MEMBERSHIP 


Section 1. Membership in this association shall be divided into two classes: 
(1) Operator members; (2) associate members. 

Src. 2. Operator members.—Any individual, partnership, company, or corpora- 
tion, lawfully engaged in the business of transporting persons, goods, or mail in 
aircraft on schedule within the United States, its possessions or noncontiguous 
territories may become a member of this association upon approval by the board 
or directors and upon the payment of dues as hereinafter set forth. 

(a) Each application for membership shall show the names and addresses of 
the president or general manager and the executives in charge of traffic, opera- 
tions, accounting and maintenance, the trade name under which the business is 
carried on, the route or routes served and a statement of the gross receipts of 
the applicant’s business for the preceding half of the calendar year correspond- 
ing to that in which the application is filed. 

(6) In case the applicant for membership is a partnership the application shall 
show the name and address of each individual partner; if a corporation, the 
names and addresses of the directors; and if a managing agent or company, the 
name, title, and address of the person or persons engaged in the management, and 
the name, corporate or trade of the property or properties managed. 

Sec. 3. Associate members.—Scheduled air transport companies operating 
internationally may be admitted to associate membership upon approval by the 
board of directors and upon the payment of dues as provided for this class of 
membership. 

Sec. 4. Any applicant for membership whose application is rejected by the 
board of directors may appeal to this association at any of its annual meetings 
and the action taken at that time shall, in each instance, govern. 

Seo. 5. Rights of members in association.—Operator members shall have the 
a to participate and vote in all matters relating to the affairs of the asso- 
ciation. 

(a) Each operator member shall be entitled to one vote. 

(b) Associate members shall not have the right to vote. 


ARTICLE IV. DUES AND BUDGET 


Section 1, The dues of all operator members shall be according to the gross re- 
ceipts, The board of directors shali set the rate semiannually. 

(a) All dues shall be on the basis of a percentage of the gross receipts from 
operations for the preceding calendar half year corresponding to the semiannual 
period for which the dues are to be paid. 

Seo. 2. The annual dues of all associate members shall be a fixed sum set by the 
board of directors. 

Sec. 3. No member shall be liable for any special assessment in addition to 
the annual dues levied as provided in sections 1 and 2 of this article, without 
his or its individual consent. 
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Sec. 4. The semiannual dues shall be due and payable on the first day of Feb- 
ruary and August, in each year, and shall be in arrears if not paid within 30 days 
thereafter. The treasurer shall report to the members at any meeting the name 
or names of any members in arrears for dues and no members shall be entitled 
to vote on any matter before such meeting or any subsequent meeting until such 
arrears of dues are paid. 

Sec. 5. The president shall, prior to the annual meeting, prepare a proposed 
budget for the ensuing year, showing under appropriate headings, his estimates 
for the necessary work, salaries and expenses, and the estimated amount to be 
received from dues and other sources and submit to the members at the annual 
meeting his recommendation for the budget for the ensuing year. The operator 
members shall then adopt a budget itemized under specific headings. The fiscal 
year of this association shall run from January 1 to December 31 of the ensuing 
year. 

Sec. 6. The budget appropriations shall not be strictly confined to the pur- 
poses stated, but free balances may be transferred from one account to another 
upon approval of the president or board of directors. The unexpired balance 
in any budget shall go into a reserve fund whose disposition shall be determined 
by the board of directors. 


ARTICLE V. GOVERNMENT 


SEcTION 1. The general management and control of the affairs, funds, and prop- 
erty of this association shall be vested in a board of directors, the members of 
which shall be elected for a period of 1 year, or until the annual meeting for 
the year following that in which they are elected, in the manner provided in 
article VIII. The board shall be composed of seven members. 

(a) A majority of the board of directors shall constitute a quorum at any 
regular or special meeting of the board. 

(bv) The board of directors shall serve without compensation. 


ARTICLE VI. OFFICERS 


SectTion 1. The officers of this association shall be: A president, a vice presi- 
dent, treasurer, and a secretary. The office of secretary and treasurer may, at the 
discretion of the board of directors, be combined. The president, the vice presi- 
dent, treasurer, and a secretary. The office of secretary and treasurer may, at the 
each annual meeting; the president, the secretary, and the treasurer need not 
be members of the board of directors. The board of directors shall have the 
power to fill any and all vacancies at any regular or special meeting. 

Sec. 2. The president shall, when present, preside at all meetings. He shall 
be the executive officer of this association and shall have general supervision 
of its business and affairs, and shall be ex officio a member of all committees. 

(a) All accounts of this association shall be audited at the direction of the 
president, at least once a year by a certified public accountant, and a report 
thereon transmitted to the board of directors. 

Sec. 3. The vice president shall assist the president in the performance of his 
duties, and in his absence, or upon his refusal to act, shall perform the duties 
of the president. 

Sec. 4. The treasurer shall keep full and accurate accounts of the receipts and 
disbursements of this association, shall deposit all moneys and other funds to 
its credit in such depository as may be designated by the president or board of 
directors, and shall disburse the funds of this association in such manner as may 
be directed by the president or board of directors. The treasurer shall render 
to the directors at any regular meeting, or to the president whenever requested 
to do so, an account of his transactions and of the financial condition of this 
association. He shall give bond for the faithful discharge of his duties in such 
manner as the directors may require. 

Sec. 5. The secretary shall keep a record of all meetings of this association 
and of the board of directors and perform such other and further duties as may 
be required of him from time to time by the president or beard of directors. It 
shall be the duty of the secretary to keep a list of operator members entitled 
to vote at any meeting of this association. The roll of the members entitled to 
vote at the meetings of this association shall be called and their votes recorded. 

Sec. 6. All officers or employees handling money on account of this association 
shall be bonded in amounts to be determined by the board of directors. The 
expense of furnishing such bonds shall be paid by this association. 
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ARTICLE VII, COMMITTEES 


Section 1. The president shall have authority to appoint such committees as he 
considers necessary for the proper functioning of this association. 

(a) The personnel, including the chairman, of each committee so appointed 
shall be subject to the approval of the board of directors and shall serve until 
relieved by order of the board, by order of the president with the approval of 
the board, or, until by report to the board of directors or membership, the com- 
mittees’ activities are terminated. 

(b) Each committee chairman shall see that a record of his committee’s pro- 
ceedings is kept and shall report the same either to the board of directors at its 
regular or special meetings or to the annual meetings of the members, according 
to the wishes of the president and the board of directors. 

(c) In creating committees the president and the board of directors shall, at 
their discretion, appoint the personnel either from the membership of the board 
or from the membership of this association. 

(d) The secretary shall be ex officio a member of each of the committees and 
under instructions from the president or committee chairman shall call all 
meetings. 

Src. 2. Duties of committees.—The duties of all committees shall be specified 
by the president at the time of their creation and, in performing their functions, 
such committees shall at all times be subject to the instruction and direction 
of the bourd of directors. 


ARTICLE VIII, MEETINGS AND ELECTION OF OFFICERS 


Section 1. Annual and special meetings.—The annual meeting of the members of 
this association for the election of the board of directors, and the transaction of 
all other business of the association, shall be held at such time and on such 
date as shall be determined by the board of directors. Not less than 15 days’ 
notice of the date fixed for such meeting shall be given to each operator member 
in good standing. Special meetings of this association may be called by the 
board of directors on such notice as the board deems proper and also may be 
ealled upon the request of five members of this association. Notice of any such 
special meeting shall specify the purpose for which the meeting is called. 

(a) All operator members, in good standing, present at any annual meeting 
or special meeting shall be entitled to vote, but no proxies will be accepted on 
behalf of absent members. Votes may be cast on behalf of absent members by 
duly accredited representatives of such members, provided the vote of each 
accredited representative is confined to one membership. The presence of ac- 
credited representatives of a majority of the operator members shall constitute 
a quorum for conduct of business and for the election of members of the board 
of directors. 

Sec. 2. Before the opening of the annual meeting the president shall appoint 
a nominating committee of five members, none of whom need be members of the 
board of directors, and this nominating committee shall function as hereinafter 
provided. 

(a) The nominating committee shall present to the annual meeting nomina- 
tions for the total of seven directors which may include the aforementioned 
officers in accordance with article V, section 1, and article VI, section 1. 

(b) The election of directors shall be by ballot and a majority of the votes 
cast by all operator members present and voting shall be necessary for such 
election. 

Sec. 3. Regular or special meetings of the board of directors—A meeting of 
the board of directors shall be held immediately following the annual meeting 
of this association. In addition to this meeting, the board of directors may hold 
as many regular or special meetings as is deemed necessary. Meetings may be 
called by the president, or shall be called by the secretary upon the written 
request of four members of the board of directors. At least 10 days’ notice of 
each regular meeting, and 5 days’ notice of each special meeting, and the pur- 
pose for which it is called, shall be sent to each member of the board of 
directors. In case of a regular meeting the notice shall be sent by airmail or 
telegram, but in the case of a special meeting the notice shall be by telegram. 


ARTICLE IX. POWERS OF DIRECTORS 


SEcrIon 1. In addition to the control of the business affairs of this association 
and the powers and authority expressly conferred upon it by these articles, the 
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board of directors may exercise such powers and do all such things as may be 
exercised or done by this association. 

Sec. 2. The board of directors may authorize an officer of this association 
to sign and execute in the name and on behalf of this association, bills, notes, 
receipts, endorsements, checks, contracts, and documents. 

Sec. 3. Whenever an operator member of this association ceases to be a mem- 
ber in good standing and when such member is represented in the office of diree- 
tor, president, vice president, secretary, or treasurer the term of office of such 
member’s representative shall automatically end with the cessation of such 
membership. 

(a) Any vacancy in the offices of this association may be filled by the board 
of directors at any regular or special meeting of the board. In the event of a 
vacancy on the board of directors said board shall elect a director to fill such 
a vacancy and said director shall hold office until the next annual meeting. 

Seo. 4. A majority vote of the directors present and voting at any regular or 
special meeting of the board, except when otherwise directed by this association, 
and except as herein provided to the contrary, shall conclusively determine any 
questions before it. 

ARTICLE X. ARBITRATION 


Secrion 1. Any operator or associate member may submit to this association for 
arbitration in the manner hereafter provided any case or question upon which 
operator or associate members fail to agree. 

Sec. 2. The operator or associate member desiring service of arbitration shall 
forward to the president of this association a statement setting forth clearly the 
point upon which a decision is desired. 

Sec. 3. Upon receipt of a request for service of arbitration the president shall 
request other interested parties to forward statements outlining their conten- 
tions. Before the case is arbitrated, the operator or associate members involved 
in such case or question submitted for arbitration shall agree to accept the 
decision of the arbitration committee as binding upon them. The president of 
this association shall appoint an arbitration committee consisting of three 
persons one of whom shall be said president. 

Sec. 4. The decision of the arbitration committee acting in accordance with 
sections 1, 2, and 3 of this article shall be binding on all interested members. 





ARTICLE XI. SUSPENSION OR EXPULSION OF MEMBERS 


Secrion 1. The board of directors shall have authority to suspend or expel any 
member for nonpayment of dues. 


ARTICLE XII 


Srorron 1. Roberts’ Rules of Order shall be the parliamentary authority of this 


association. 
ARTICLE XIII. ORDER OF BUSINESS 


Section 1. The order of business at each meeting of this association and of the 
board of directors shall be as follows: 
Reading of minutes of last preceding meeting. 
Reports of officers. 
Reports of committees. 
Election. 
Unfinished business. 
New business. 
Adjournment. 


29 1 99 PO 


ARTICLE XIV. INTERPRETATION AND AMENDMENT OF ARTICLES 


Secrion 1. The decision of the board of directors shall be final upoi: all ques- 
tions of construction and interpretation of these articles. 

Sree. 2. These articles may be amended by a two-thirds majority vote of the 
membership provided that notice and copy of such proposed amendment shall be 
filed with the secretary at least 15 days before such regular or special meeting 
and that the secretary forward a copy of the proposed amendment to each 
operator member at least 10 days before the meeting. 
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ARTICLE XV. DURATION OF ASSOCIATION 


This association shall continue in full force from January 1, 19386. Any mem- 
ber in good standing may withdraw therefrom by giving 30 days’ written notice 


to the president. 
Stibseribed to by: 


apa (Date) 


(Name and Title of Officer) 


The above has been signed by each of the air lines listed in the letter, on the 
subject of the articles of association, of August 19, 1938, to the Civil Aero- 
nautics Authority and is currently in force with respect to the air lines named 


in that letter. 
FowLer W. BARKER, 
Secretary, Air Transport Association of America. 





DESCRIPTION OF THE AIR TRANSPORT ASSOCIATION OF AMERICA 


Teamwork for progress is the objective of the Air Transport Association of 
America. Its activities range from development of safety to study of legislation ; 
from economic surveys to analysis of operating costs; from development of 
better air terminals to the full promotion of air transport by the public. Through 
ATA the experience and attainments of individual airlines are quickly combined 
to the advantage of all. In so far as practicable, the efforts of 8 Government 
agencies and 4 private agencies are welded through ATA into unified action 
for the benefit of the traveling public and the national welfare. 

The ATA is the cooperative industry organization composed of the United States 
Flag Airlines certificated by the Civil Aeronautics Board for scheduled service 
over regularly established routes. The operations of the member carriers are 
both domestic and international in scope. Their field covers the transportation 
of passengers, property and mail by aircraft. The association began the year 
1947 with 29 members operating in and from the United States ; together with two 
associate members in Canada and one associate in Latin America. Six members 
are feeder lines, which are duly certificated regional carriers. 

Founded in January 1936, the ATA stepped into the aviation picture when 
the comparatively young air transport business needed the coordinating and 
stimulating force of a central pool of experience, ideas, and strength. Immedi- 
ately after Pearl Harbor, the association went to war; and side by side with its 
members played a vital role in the great conflict. Since VJ Day, the ATA has 
been in the forefront of developments unprecedented in the history of trans- 
portation during a transition period beset with tremendous problems; yet 
crowned with alltime accomplishments in safety and volume of traffic. Programs 
holding current priority are attainment of all-weather flying with consequently 
reliability of service; and improvement of facilities and traffic handling at 
airports. 

The ATA takes two approaches toward its goal. First, there are conferences 
or committees in each major field, composed of airline executives, who bring to 
one focal point the wisdom of their own experience. Second, there are engineer- 
ing, economic, business, and other experts employed directly by ATA at its 
headquarters in Washington. 

Many of these technical experts serve as executive secretaries of the various 
committees. The committees are appointed by the president of the association, 
subject to approval of the board of directors, who are elected by the membership 
of the association. 

The ATA is an unincorporated nonprofit association—first and last a service 
organization. The costs are borne by the member airlines in proportion to their 
gross receipts. The general policies which motivate its activities express the 
desire of its membership for joint action and a united front. The opinions 
and advice of its officers and staff of 111 men and women are, however, a potent 
factor in the conduct of the affairs of the industry, as they are selected because 
of their experience and ability, The association is not the czar, but rather the 
voice of the industry. 
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OPERATIONS AND ENGINEERING 


All eyes are focussed on the achievement of still greater safety and reliability 
of air transportation. While the war speeded up technical advances by a decade, 
efforts are being redoubled to produce even— 


Better planes Better traffic control 

Better regulations Better airports 

Better communications Better approach and landing aids 
Better navigation systems Better weather information 


These objectives are the responsibility of the operations and engineering 
department of ATA. The attack is two-pronged. It aims to overcome the urgent 
problems of the present. It is also laying the groundwork for meeting the still 
greater demands of the future. At the same time it is moving to promote the 
adoption of our own high standards abroad; for, if air transport is to come 
fully into its own, safety cannot diminish at the crossing of international borders. 

The attainment of these goals is the dominating desire of every airline em- 
ployee in the United States, whether he pilots a plane, or keeps books. Their 
accomplishment means more jobs and better jobs. 

The department directly serves the operations conference and the engineering 
and maintenance committee of the association. These bodies are composed of 
airline executives in those fields, who meet regularly to consider the solution 
of technical problems both in the air and on the ground. As special situations 
arise, subcommittees are set up to make expert counsel available for their solu- 
tion. 

An important factor in the department’s work is its constant contact and con- 
sultation with the Civil Aeronautics Administration and the Civil Aeronautics 
Board with respect to safety regulations, communications, navigation and 
landing aids, and other technical equipment and requirements. The same link 
exists with the United States Weather Bureau, the Army and Navy, particularly 
in respect to the development and adoption of all-weather flying systems and 
devices. The department functions in this correlating of effort both as a co- 
ordinator for the overall program and also as a liaison agent for the individual 
airlines. 

The work of the department is organized under three sections: (1) Operations; 
(2) engineering and maintenance; and (3) air navigation-traffic control. The 
third group directs the practical research for the ultimate attainment of all- 
weather flying. The first two deal with the immediate problems of the industry. 
In addition the department includes one staff member who specializes in inter- 
national technical matters. 

The operations section develops standards and procedures to be followed by the 
member airlines with respect to such fields as weather information airport devel- 
opment, air traffic control, safety regulations, improvement of approach and 
airport lighting and airline communications. It serves as a clearing house for 
solving communications problems with Aeronautical Radio, Inc., an airline-owned 
radio communications organization. 

The traffic control personnel of the section seek the improvement of current 
traffic flow and navigation pocedures, together with increased saftey and more 
efficient control along the airways and at major traffic centers. Safety regula- 
tion personnel make studies and recommendations to improve regulations apply- 
ing to operations and engineering, with special attention to changes in regula- 
tions to conform with new developments in both the aircraft manufacturing and 
air transport fields. A lighting specialist conducts studies and experiments to 
improve lighting methods to facilitate operations in bad weather, on the airports 
and specially in the approach zones. 

The foreign representative represents the United States point of view on 
operations and safety in the endeavor to improve regularity of schedules through 
adoption and use of our standards as international requirements. An important 
function is the coordination of all international changes in procedures with 
domestic operations eliminate disadvantageous results for either operations, 
safety-wise or economically. Most of the work is performed in conjunction with 
international regional conventions of ICAO (International Civil Aeronautics 
Organization), the State Department, CAB and CAA. 

The engineering section is responsible for the coordination of noncompetitive 
technical problems common to all airlines. Among its functions are: the prepara- 
tion ef coordinated comments and recommendations on engineering policy mat- 
ters, arising within the industry or created by the issuance of Government speci- 
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fications and regulations; preparation of detailed recommendations for technical 
improvement of government regulations; the recommendation to government 
research laboratories of investigations on those industry problems on which 
broad-seale research is needed ; provision of a single point of contact for govern- 
ment agencies on technical problems; service as a clearing house for engineering 
and maintenance problems, such as the establishment of industrywide overhaul 
and maintenance periods, 

Typical problems handled by the section deal with standard design recommen- 
dations for aircraft, aricraft equipment and ground handling equipment; prepa- 
ration of uniform methods of presentation of data to the airlines by the manu- 
facturers; coordination of various professional groups on questions of standardi- 
zation ; development of means for the protection against and prevention of air- 
craft fires; and the study of precedures to permit the safe transportation of 
hazardous materials by air. 

The Air Navigtation-Traffic Control Section—the all-weather unit of ATA— 
having laboratory facilities available, a test plane, and personnel trained in all 
phases of piloting, navigation and traffic control—is making studies and experi- 
ments for the development of methods, procedures, and instruments to meet the 
needs of the industry in the future. This program embodies planning for the 
greatly increased number and speed of planes of the future. It reaches beyond 
the improvement of present methods toward the evaluation of a system for safe 
operation of aircraft under low ceilings and visibilities and in strong winds, 
thunderstorms, and icing conditions. This program is being facilitated by the 
operation of the ATA plane and company and Government-owned aircraft 
equipped with the latest experimental devices for conducting scientific tests. 

ANTC, as the group is called, is not attempting to overcome the presentday 
obstacles, which constitute an interim problem, but is foeusing attention’ on a 
radical improvement of aids and procedures to attain the overall long-time goal 
of all-weather flying, which is considered to be of primary importance, All steps 
are coordinated with the CAA, the Army, and the Navy in order to provide 
adequate planning for expansion of the air-transport industry within the next 3 
to 10 years. Prosecution of such a program is considered absolutely essential if 
air carriers are not to find themselves providing the public a less reliable service 
in the future than at present, due to increasing traffic. 

At present, the CAA has set up a procedure under which the improvement and 
addition of communications, navigation, and landing aids and facilities are co- 
ordinated with ATA operations, ATA analyses, and correlates all requests for 
such facilities submitted by the industry to the CAA. Both CAA and CAB regu- 
lations on safety requirements, new procedures, aircraft modifications, and the 
like are thus cleared with ATA before being put into effect. 

The ANTC research bas particular reference to expediting the use of radar 
and other equipment developed during the war. Prominent among these devices 
are VHF (very high frequency radio), GCA (ground controlled approach), ILS 
(instrument landing system), omni directional radio ranges, MEW (microwave 
early warning), fog-dispersal units, and many other types of equipment, each 
built for a specific purpose, which must be matched into an overall system. 
Working in closest conjunction with ANTC on the scientific heart of the whole 
problem is the airline-owned Airborne Instruments Laboratory at Mineola, Long 
Island. It was this laboratory which pioneered the installation of MEW, first 
to study traffic patterns in the New York area and currently for assistance in 
guiding traffic flow at LaGuardia Field under adverse weather conditions. 


TRAFFIC 


Filling planes, as well as flying them, is a major task of the airlines. The 
pioneers of air transport were primarily flying men. Today nearly half of air- 
line personnel have duties entirely unrelated to flight operations. Traffic offi- 
cials are key people in these vital ground jobs. Hence, the traffic department of 
ATA looms large in expediting their work. 

Now that passengers, mail, and cargo move on schedules timed in hours to all 
parts of the Nation and most of the world, the expeditious and intelligent man- 
agement of traffic policy matters and detailed problems is an important factor 
in keeping costs down and attracting new business. Especially in connection 
with interline movement of traffic, the problems and mechanics of handling tar- 
iffs and rates, schedules, tickets, commission agents, reservations, baggage, 
ground transportation, passenger service, air mail, air express, air freight, sales 
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promotion, and advertising requires an almost unbelievable amount of decisions 
on policy and of detailed paperwork. The ATA traffic department, compara- 
tively unsung in the more spectacular phases of air transportation, is perhaps 
the greatest work and money saver and result-getter in all the fields of joint 
airline effort. 

For example, had the airlines in 1940 not set up the department’s tariff pub- 
lishing bureau, their agents and customers, trying to locate passenger fare in- 
formation, would be hopelessly surrounded with rate bibliography. Their pre- 
1940 method would have led to the point where they would have some sixty-odd 
different tariff books in which to publish the necessary information. Instead, 
all of the passenger rules, fares, and routings of member airlines covering the 
United States and Canada are published on their behalf by the bureau in but 
three consolidated tariffs consisting of a total of only two hundred-odd loose- 
leaf pages. The vagaries of changing equipment, schedules, seasons, authorized 
routes, incomes, etc., makes it necessary for the airlines to make many revisions 
in their rules, fares, and routings. During 1946, a total of 35 revisions, involving 
144 pages, were made to the Rules Tariff, a publication of only 30 pages in the 
first instance. The Fares Tariff which contains 116 pages was revised a total of 
50 times during the same period and this required 685 pages to be changed. The 
72-page Routing Guide was revised 31 times, requiring a total of 236 pages to 
be changed. 

The traffic department serves as a clearinghouse for, and seeks to improve 
and standardize the practices of, the air carriers in this wide range of activity: 
airline relations with ticket-selling agencies, development of uniform tariff 
rules and tariff forms, administration of the air-travel credit plan, the study 
and promotion of standardized reservation practices, formulation of standard 
interline ticketing and baggage arrangements, adoption of standard interline 
ticket and baggage check forms, establishment of a clearinghouse for lost bag- 
gage, integration of interline schedules, development of standard code designa- 
tors and abbreviations, improvement in the handling of passenger service prob- 
lems and in ground transportation facilities, preparation and distribution of 
advertising informational bulletins, trip insurance for passengers, and the pro- 
motion and establishment of standard practices for the transportation of air- 
mail, air express, and airfreight. 

This department through its tariff bureau consolidates, publishes, keeps cur- 
rent, and files with the Civil Aeronautics Board and the Air Transport Board of 
Canada the passenger-fare tariffs, passenger-rules tariffs, and routing guide 
of the member airlines. This bureau also publishes and keeps current a prora- 
tion manual, which prescribes the division of revenue among the airlines of 
interline transportation. The department contemplates in the near future 
preparing, filing, and maintaining a consolidated freight tariff for many of the 
air carriers. An airfreight manual is ready for publication. 

Until July 15, 1940, there were 23 tariffs published by the scheduled airlines 
which then comprised the membership of ATA. Now, the member airlines have 
their fares, rules, routings, and regulations pertaining to the carriage of 
passengers and baggage between points in the United States and Canada 
published in four books that are issued and maintained by the tariff bureau. 
Several member airlines publish their own tariffs covering foreign travel and 
special excursion fares. 

The Tariff Publishing Bureau is principally concerned with the 3-in-1 publica- 
tion which shows the rules, fares, and routings for passengers and baggage 
on the airlines. The three books, Local and Joint Passenger Rules Tariff No. 
PR-1, Local and Joint Passenger Fares Tariff No. PF-2, and Local and Joint 
Passenger Routing Guide No. RG—1, are published in loose-leaf form and are 
generally kept in one binder by the user. The bureau also publishes and main- 
tains in loose-leaf form the 28-page air travel plan tariff. This publication 
outlines the responsibilities of the airlines and the subscribers insofar as the 
administration of the plan is concerned and sets forth the rues and regulations 
under which the plan operates and air travel cards are issued and used. 

One of the most active of the publications of the bureau and, taken individ- 
ually, the largest is the 216-page proration manual. A dollars-and-cents guide 
to the division of revenue among the airlines of interline fares, this loose-leaf 
book is revised nearly every time the fares tariff or routing guide is changed. 
During 1946 it was subject to revisions requiring the reprinting of more than 
1,100 pages. 

The bureau also endeavors to give accurate advice to the carriers regarding 
tariff matters. It has been able to solve many problems for the individual lines 
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which they have not been able to work out due to comparatively limited facilities. 
One of the most outstanding services which the bureau has been able to offer 
is to act as a liaison agent between the individual carriers and the Civil 
Aeronautics Board and the Canadian Air Transport Board. 

The traffic department works closely with its parent organization, the Air 
Traffic Conference of America, which is an organization of airline executives 
responsible for traffic problems. The conference consists of an assembly and 
two sections. The assembly has three committees which deal with ground 
transportation, publicity, and schedules. The passenger traffic section has seven 
committees: Agency air travel plan, baggage service, passenger service, reserva- 
tions, tariffs and rates, and ticketing and baggage. The cargo traffic section 
specializes in sales, advertising, and promotion through one committee on sales 
promotion. Another section, dealing with the facilitation of international 
travel, is just being established. 

Closely related to the cargo traffic section is Air Cargo, Inc., jointly owned 
by the airlines. This cooperative organization which was originally formed 
for research is now organized to handle these expanding functions: (1) To 
be responsible for pickup and delivery of airfreight, through contracts with 
truckers and other surface operators; (2) to handle operations at large termi- 
nals where there is enough volume of cargo; (3) to manage freight interchange 
with the surface carriers. 

In order to help simplify international air travel, the traffic department is 
conducting studies of the visa and passport requirements and of the customs 
restrictions which cause discouraging delays on overseas flights. Removal of 
restrictions is sought on a reciprocal basis, founded primarily on the issuance of 
cards which would make it possible for air travelers to move from country to 
country with almost as much ease and simplicity as they now move between the 


States of the Union. 
LEGAL 


The widespread ramifications of air transportation, involving close relation- 
ship with the Federal Government and rapid development of new undertakings 
within the industry, require a vast amount of legal work. This ranges all the 
way from preparation of background on problems of far-reaching policy to 
handling hundreds of contractual details. The ATA’s legal department is the 
spearhead for all this activity. 

Members of the legal department appear before the Civil Aeronautics Board 
representing the industry in proceedings involving general air carrier policy, 
such as regulations applicable to nonscheduled air carriers, the issuance of cer- 
tificates to surface carriers, the issuance of certificates to airfreight forwarders, 
and investigations involving industrywide problems, such as limitation on the 
working hours of airline pilots. The department also prepares legal documents 
and opinions pertaining to the activities of the organizations, officers, and de- 
partments of the association. This work includes preparation of agreements 
between the airlines and government agencies; between the association and 
airports, where lighting and other experimental equipment is installed; and 
involves consideration of the trip insurance contracts available to airline pas- 
sengers, The legal department aids in drafting resolutions for industry meet- 
ings, the preparation of agreements between air carriers, and the filing of such 
agreements with the Civil Aeronautics Board. 

Miscellaneous legal problems, handled by the department, include considera- 
tion of the effect of tariff rules on the liabilities of air carriers under State and 
Federal law, legal problems involved in the air travel plan, the tax liability on 
certain kinds of revenue, and the liabilities which may result from the experi- 
mental programs of the various other departments. In addition, this depart- 
ment studies bills considered by the Congress as to their applicability to, and 
effect on, air carriers, and develops arguments for or against legislation. 


GOVERNMENTAL AFFAIRS 


No business can grow, or even exist, except upon a foundation of sound and 
just laws. It is an essential function of the ATA to advocate laws governing 
air transport; to make widely available accurate information on legislative 
pronoeals and to cooperate with public officials in securing enforcement of 

e law. 

The governmental affairs department is the service section within the assoc- 
iation for the governmental affairs committee on which each member airline 





EE 


1454 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


is represented. Its purpose is the creation and maintenance of a proper under- 
standing of air transportation and its problems at the three levels of govern- 
ment—Federal, State, and municipal. 

In addition to compiling for member airlines factual data relating to govern- 
mental affairs, the department maintains liaison with all industry committees, 
conferences, and other groups, and keeps the governmental affairs committee 
informed of their activities insofar as governmental affairs are concerned. It 
also develops programs leading to an understanding of air transportation prob- 
lems by national organizations in such fields as agriculture, civics, finance, in- 
dustry, transportation, and veterans’ affairs. 

The department has prepared a digest of aeronautical laws of each of the 48 
States. Copies have been widely distributed to civic officials, committees, and 
other interested groups. At the end of each State legislative session, the depart- 
ment makes whatever revisions are necessary in the digest of the laws for that 
State. 

The “bible” of the governmental affairs committee and State air transport 
committees is a manual prepared by the department, with three volumes of 
appendixes, These are supplemented whenever necessary. 

As part of its research and reporting service, the department analyzes all 
legislative proposals at the three levels of government relating to aeronautical 
matters and advises the member airlines concerned of the effect on air transporta- 
tion. For example, there are 48 State legislatures which meet in the odd num- 
ber years and 9 in the even number. Often more than 4,000 bills are introduced 
during the cycle of State legislative sessions, all cf which channel through the 
governmental affairs department to the governmental affairs committee and on 
down to the various State air transport committees concerned. 

Considerable time is spent in the field by representatives of the department 
covering conferences and aviation meetings. Through the medium of memo- 
randa and semimonthly news bulletins the members of the governmental affairs 
committee and State air transport committees are kept fully informed of cur- 
rent developments. From time to time representatives of the department are 
called upon to appear before State bodies and assist in the presentation of factual 
data on air transportation matters. 

Supervision of the educational work in each State is under a coordinator and 
assistant coordinator, who are selected by the governmental affairs committee 
from its membership. Each State has a State air transport committee, which 
consists of a chairman and vice chairman and members and alternates appointed 
from each airline serving that State. There are some 300 members of these 
State committees. Their purpose is to assist in securing and maintaining pub- 
lic understanding of the industry’s governmental affairs objectives and in keeping 
members of the governmental affairs committee fully informed of activities in the 
State of interest to air transportation. 





PUBLIC RELATIONS 


Selling travelers on the advantages of air transportation is only one phase of 
the work of the public relations department. Almost overnight air transport has 
assumed proportions of a public service institution. With this responsibility 
goes the need for constantly providing up-to-date information on all problems 
affecting the industry. The scope goes far beyond filling seats and cargo holds. 
It embraces operations, engineering, financing, governmental affairs, legal as- 
pects, and many other general features of administration. Thus, starting with 
the all-important function of information. the activities of the department range 
through the related fields of public relations, publicity, publications, advertising, 
and preparation of material for speeches. 

The public relations counseling aspect of the work is an advisory service to 
the officers, board of directors, and the member airlines regarding general policies 
affecting contact with the public. Member airlines are consulted and advised 
on public relations and advertising matters and their relation to industry policy. 

An important element of the department is a new public relations advisory 
committee, composed of the publicity directors of the member airlines, the prin- 
cipal function of which is to reflect their collective thinking to ATA management. 
A further development of this committee is the establishment of regional sub- 
committees forming a network of airline public relations throughout the Nation. 
Through this central artery and these spreading channels are distributed the 
general information and expressions of policy and opinion coming from the 
airlines, as a group, and ATA officials. 
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By far the greatest amount of the work of this department is that concerned 
with information and publicity, which falls into two categories. The press 
relations section not only answers inquiries and furnishes air transport material, 
upon request, to news services, periodicals, and radio services but also answers 
the many requests for information from schools, educational and civic groups, 
and individuals. Another part of the work is the preparation of news releases 
to the various publications and news services to keep the public informed of the 
latest developments and newsworthy aspects of the airline industry. 

The advertising phase is usually confined to participating with the air traffic 
conference and industry representatives in studying and preparing suggested 
copy for industry-paid advertising. This advertising, originally designed to 
point out the desirable aspects of air transportation—its comfort, speed, and 
low cost, has begun to lead public discussion of the problems of the industry 
in their relation to the national welfare. 

Special promotional and publicity programs, such as exhibits at the national 
aircraft show and the current campaign to familiarize the public with the new 
5-cent rate on airmail, are also handled by this department. 

The department also compiles data and prepares speech material for various 
officers of the association who are called upon to address civic, industrial, com- 
mercial, social, and occupational groups. The speeches are usually designed to 
create goodwill through wider understanding and to increase interest in air 
transportation. 

ECONOMIC RESEARCH 


Future planning of the airlines—for schedules, new equipment, personnel, and 
practically every phase of policy—depends on cold figures and their interpreta- 
tion. Statistics on all forms of transportation and on general economic factors 
form the vital groundwork for the traffic which fills the airways. 

The economic research department conducts economic studies relating to air 
carriers and other means of transportation, including such fields as the rate of 
return, the demand of surface carriers to engage in air transportation, the 
utilization of freight forwarders by air carriers, and the effect of economic 
regulation of interstate airlines by the individual States. It also engages in 
traffic studies—passenger, mail, and cargo—insofar as they pertain to the air 
transport industry. 

An important function is the preparation of basic material for use before 
the Civil Aeronautics Board when the airline industry is represented by the 
association. The department also makes economic studies relating to legislative 
proposals for guidance of the board of directors and officers in making policy 
decisions; and, in some instances, for use in the preparation of pamphlets, 
speeches, and testimony before congressional committees. 

Upon request the department consults with and advises the research depart- 
ments of individual airlines. 


FINANCE AND ACCOUNTING DEPARTMENT 


This department, through research and compilation of data, serves the airline 
finance and accounting conference, composed of representatives of the treasury 
and accounting departments of the airlines. The conference in turn operates 
through committees, the functions of which are indicated by their titles—budget 
and cost, accounts and records, revenue accounting, insurance, finance and earn- 
ings, organization procedures, property accounting, and taxation. For example, 
a fuction of the revenue accounting committee is to coordinate airline revenue 
accounting procedures. It also determines policies for the guidance of the direc- 
tors of the Airlines Clearing House, Inc., an airline-owned corporation organized 
to facilitate the collection and distribution of amounts due from sales and re- 
ceipts of interline tickets among the participating airlines. The insurance 
committee is concerned, among oher things with obtaining from underwriters 
a standard insurance policy for each type of coverage. The accounts and records 
committee includes in its work the preparatiton of a comparative statement of 
domestic air carriers’ income and expenses for airline analyses and research. 


OFFICE SERVICES 


In addition to departmental personnel, the ATA staff includes the treasurer and 
his assistant; a librarian; and miscellaneous personnel supervised by the treas- 
urer, who is also office manager. In the latter category are such persons as tele- 
phone operators, mimeographing and duplicating unit employees, and messengers. 
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Tae Arr TRAFFIC CONFERENCE 


The general functions of the traffic department, and the work of its staff, are 
to administer the affairs of the air traffic conference which include, by defini- 
tion, all matters involving, directly or indirectly, traffic, sales, and advertising 
— upon which the members of the conference desire joint and coordinated 
action. 

The primary activities of the conference, and the functional duties of its staff, 
include: the publishing and distributing of passenger tariffs; the administration 
of the airlines sales agency program; the administration of the universal air 
travel plan; the joint advertising and promotional program (now limited to air- 
mail services) ; the facilitation of international travel and transport (the elim- 
ination and simplification of border requisites); and the administration of 
committee work including that of advertising, agency, air travel plan, cargo sales 
promotion (includes airmail), reservations, tariff and rates, ticketing and bag- 
gage, and facilitation. 

Unilateral functions resulting from the adoption of standard practices by the 
conference include the issuance of bulletins, interpretive opinions, and corre- 
spondence related to all the primary activities covered in paragraph 2. 

The chief traffic officer is further charged with maintaining contact with the 
CAB, the military departments, and all other governmental agencies having an 
interest in travel and transport functions. 

The separate functions of the conference staff organization are covered in 
detail. 


I. Tariff and rates publication 

This organization consists of a manager, a secretary-stenographer, two com- 
pilers, and a clerk. This staff accumulates all material published in the passenger 
tariffs of the United States flag lines operating domestic services, compiles such 
material into the joint industry passenger tariffs, prints, files, and distributes 
said tariff to 4,000 recipients; airlines, airline ticket offices, sales agents, and 
industrial traffic offices. 

In addition, it compiles and furnishes to all carriers an industry proration 
manual which lists carrier divisions of all joint and combination rates. 

The tariff publishing function was undertaken because of the obvious person- 
nel and cost saving involved in including all carrier tariffs in one volume and 
combining the compilation of such material in the hands of a few persons. If each 
airline published and filed its own tariffs as it once did, it would require the serv- 
ices of at least 1 additional person for each of the 30 carriers. Costs of publica- 
tion and distributiotn would be multiplied at least 15 times and probably 20 
times, because each carrier would need to duplicate nearly the entire filing as 
well as the distribution list of every other competing carrier. 

The tariff publishing bureau could, if the airlines desired, undertake even 
more of the carriers’ tariff work than is at present handled. All domestic air- 
line tariff work could be absorbed at very little additional cost, i. e., cargo 
tariffs, excursion tariffs, and international tariffs that are now published indi- 
vidually. This point will be covered in detail in oral explanation. 


II, Airline sales agency program 

Two persons handle all detail work, except supervisory, in connection with 
the appointment, servicing, and termination of all sales agents appointed by the 
member airlines of the United States. This includes the maintenance of indi- 
vidual files on all agents, the issuence of lists which indicate the carriers repre- 
sented, the collection of agency fees, the maintenance of bonds and the dis- 
tribution of joint instructions and promotional advice. Supervision of this 
work and the keeping of committee minutes is the responsibility of the assistant 
executive secretary. 


IIT, Universal air travel plan 

The administration of the new worldwide-universal air travel plan, jointly 
sponsored by ATC and IATA is handled by the assistant executive secretary. 
He is assisted by one secretary-stenographer. 

All airlines members of ATC and IATA are now eligible to participate in the 
plan. Thus, the detail work of maintenance of files, records, etc., involves 
perhaps double and triple the number of carriers as in the past, but we antici- 
pate it will require little, if any, additional personnel or expense. 
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IV. Facilitation of international travel 

This work is in the hands of a director of international affairs and a technical 
assistant who also takes care of the secretarial duties. This function was 
undertaken at the instance of the airlines because of the saving in personnel 
and overall cost that resulted from joint rather than individual effort. The work 
includes membership on the facilitation subcommittee of the air coordinating 
committee on United States and ICAO projects. In addition, it includes repre- 
sentation and service for carriers in contact with all governmental agencies 
involved. Its efforts are further directed toward adoption of enabling legisla- 
tion. The airlines further guide this function through a facilitation committee, 
which approves and assigns projects to be implemented. These projects are 
serviced with the aid of the legal department and supervised by the executive 
secretary. 


V. General administrative 

The executive secretary, with secretarial assistance, is responsible for the 
administration of all matters within the jurisdiction of the conference. This 
includes the preparation and maintenance of all records of the legislative and 
committe activities of the conference. Reports on all matters of interest to the 
members are issued, research conducted into innumerable proposals presented 
for sales, promotional and advertising purposes and guides, and digests pre- 
pared and circulated. 

Representation of the airlines in cooperation with the activities of other in- 
directly related organizations is maintained; such as with the United States 
Chamber of Commerce, Aircraft Industries Association, National Aeronautics 
Association and other transportation industry trade associations. Direct repre- 
sentation is also maintained at carriers’ request with Post Office Department, 
CAB, Department of Commerce, Department of National Defense, etc. 

The executive secretary is, in addition, representing the air carriers’ interests 
as an officer of the Military Transportation Association, a member of the Advis- 
ory Committee of the Office of Civil Defense Planning, and a member of the 
Advisory Committee of the United States Travel Division of the Department 
of the Interior. 

The conference staff consists of 13 persons; General administrative, 2; tariff 
bureau, 5; agency department, air travel plan, committee records, 4; and facilita- 
tion (international affairs), 2. Reductions in the staff could not be effected 
without cessation of covered functions. During the past 2 years such staff 
reductions as could be made were accomplished by resignations, and by transfer 
of responsibilities among those remaining. In October 1946, the conference 
staff numbered 18. 

I should like to supplement this report by oral explanation to the finance 
committee or board of directors, in order to point out the additional service to 
the carriers which can be performed without expense to them, also how the 
carriers can benefit to a much greater extent from the present services by changes 
in their own organizational routings. 

M. F. RepFern, 
Vice President Traffic, Executive Secretary. 


AtR TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., April 3, 1956. 
Mr. HerBert N. MALETz, 
Chief Counsel, Antitrust Subcommittee, 
House Judiciary Committee, 
Washington, D. C. 


DEAR Hers: Pursuant to your informal written request, there are enclosed 
data with respect to contributions of our member carriers to the association’s 
budget for the 2-year period, 1954-55. On a semiannual basis, these data show 
both prepayments and final billings. 

In addition, we have included a memorandum dated September 14, 1955, which 
outlines the basis of ATA’s billings. 

Sincerely yours, 
STANLEY GEWIRTz, 
Vice President and Assistant to the President. 
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Ark TRANSPORT ASSOCIATION OF AMERICA 
Prepayment of dues—1st half of 1954 





Revenue ton-miles, Ist half of 1953 


Interna- Percent | semi- | tion of 
Domestic, | ‘tional, | Combined | to total | annual| balance | Dilling to 

















100 percent | 50 percent | __ total fee | of budget | ™e™bers 
basis | pete - 
ME nnn neo nee 1, 990, 428) _.......... 1, 990, 428}  . 203982! $500} $1, 189. 68} $1, 689. 68 
NG ia) wise tee 2 GOS, T8853. doe nau 1 , 783 136893 500 798.40| 1, 298.40 
NO aii6s <dxninds nae 184, 925, 428] 2, 797, 491) 187, 722, 919| 19. 238129 500| 112, 202. 07/112; 702.07 
1 117| 084662 500| 493.77} 993. 77 
24 7 2. 818512 500| 16, 438. 34| 16, 938. 34 
37 3. 829895 500| 22, 337.00) 22, 837.00 
. 038275 500| 223.23) 723.23 
. 454233 500} 2,649.21/ 3, 149. 21 
. 770445 500} 4, 493. 45| 4, 993. 45 
4. 500| 24, 683.82) 25, 183. 82 
15. 261707 500} 89,010. 49. 89, 510. 49 
. 185044 500} 1,079.23] 1,579.23 
. 274740 500} 1, 602.36) 2,102 36 
- 001512 500 8.82) 508.82 
. 035472 500} 206.88) 706.88 
¥ . 017682 500} 103.13} 603.13 
| . 117534 500}  685.49/ 1, 185. 49 
j 3. 856934 500| 22, 494. 70| 22, 994. 70 
Y - 001551 500 9.05, 509.05 
North Central. __.__...._- 1, 553, 960).........-. 1, 553,960}  . 159252 500/ 928.80] 1, 428.80 
jE SIRE a 3, 587. 500 42,180 3,629,680! . 371975 500 2, 169.46] 2, 669. 46 
Northwest deed. tet Motes 43, 994.570) 2,053,241! 46, 047,811| 4.719049 500| 27, 522. 79| 28,022.79 
hg sal ai ltd cheats 908, 628}... .....-- 908,628) . 093118 500} 543.09] 1,043.09 
Pacific Northern.......... 4, 070, 367)... -- 4,070. 367; . 417137 500} 2,432.86) 2,932.86 
Pan American. ---..---_-- 37, 969, 702| 45, 687, 503! 83, 657,205) 8. 573317 500} 50,001.95) 50, 501. 95 
WiGMNNOM. «0s Ss 2 IM 5 155. 2,717,427). 500} 1,624.21) 2,124.21 
PION 5 bin ge biissne 2, 333, 877|...........| 2,333,877} . 230179 500| 1,394.96) 1, 894. 96 
RE ee 4,459,640) 280,382}  4,740.022) . 485765 500 3,638. 11) 3, 333. 11 
a 995.883)... 995.883}  . 102060 500} 595.24) 1,095.24 
Southwest _-_............. 1, 740, 127|_.......... 1,740,127). 178331 500} 1,040.07) 1, 540.07 
ye Rial teiefentaie ae... 970,043). 099412 500! 579.80} 1,079.80 
Treng World............- 127, 441, 965| 15, 878,969} 143, 320, 934) 14. 687747 500! 85, 662.99) 86, 162. 99 
United 150,819,111} 141,379} 150, 960, 490) 15. 47 500| 90, 229.16) 90, 729. 16 
Wh et RS CRC RECA. cecal () elles 500|....-..-.-|. 500.00 
ONT OE. <n. - ansenel 827,654) . 084819) 500} 494.69) 994.69 
17, 778, 139 81,819} 17,859,958! 1. 830316) 500} 10, 674. 91| 11, 174. 91 
Canadian Pacific?._.....- eT os oe | bh Ws enantio eee ata, Siiu223_. 500. 00 
Caribbean-Atlantic ?._....! 200; ... -5 230,299; .023601 500 137. 65 637. 65 
Pan American-Grace 2. _..|-........._-- 2, 279, 183) 2,279,183). 233574 500} 1,362.27} 1, 862. 27 
EE itewnne cena acu ‘ 3, 217, one fewkacshedes 3, 217,966) . 329782 oe 1, 923. 38 — 7 
Trans Pacific ?._---2-22222 7 8 495) 22202020022 | 383,425} 030204) = 500,220.17, 729.17 
Wien Alaska *_..--.....-.. 230, 713)......-.--. | 230,713) 023644). 500 137. 90) 637. 90 
898, 971,009) 76,814, 717| 975, 785, 726/100. 000000) 21, 500/583, 227. 58/604, 727, 58 
' Not available. ” Associate members, 
Air Transport Association of America budget—Ist half of 1954 

General and administrative department_______-_---_--_---------- $9T, 227. 84 
Air Traffic Conference of America ====<.—~................_.... 167, 940. 00 
PNR, ON ik tne einstein aininipse~aidinaheemenn nomen 9, 264. 00 
Airline Finance and Accounting Conference_____._--_------------- 20, 029. 32 
Bree Gen i i iter erin etcie eeetienmenrn 22, 938. 00 
LABOR OR iis iieccsnitinn etme eppiecin mae lp nkdlen hits 5, 668. 80 
Operations and engineering department_...._..__.---_---_-------~~ 138, 843. 76 
Operations regione). CUNO onic ane e L 50, 342. 02 
Air. trameport . COOMOMRIOM aignceccienel eh ER ho eens cis 31, 311.12 
Reeth denertenet. ...rssssiis<cendiennd uneiein at eyreperesl ee 32, 822. 40 
Public relations department____........__--....---........--...... 28, 339. 48 
Special fund—releases on 3 industry campaigns__._-..__._-.__---~~-- 12, 500. 00 
National air transport coordinating committee__.__....-_.----.--~ 12, 500. 00 
NG Scien eaictndhatiacectans ier tinanaengeretiamaaiiniiirageeaccernanermineaanie ee 629, 727. 58 

Less: Estimated receipts from other sources: 
Se caciesisinsiahien thei tetenenatane inn sheiaicnlstneroonine ip Cappipsinieendmattaden tigen 15, 000. 00 
eso ee RR Deh ae eee 7, 500. 00 
NIN rth sien encprne sicnesencesiagtaaninedia ieastengeeielitctedaromtasiveisideanctinis 2, 500. 00 
25, 000. 00 


Net amount to be billed to members_____.__.__-__-__________ 604, 727. 58 





1459 


Nn 
oa 
— 
a 
Ee 
DQ 
Pp 
z 
= 
~ 
e 
< 
P 
o 
me 
= 
Z 
— 
mM 
a 
= 
= 
= 
° 
iow] 
~ 
Ps 
E 
o 
Z 
° 
= 
G 


06 "WOI 
it. 


£1 '220‘T 


‘BSE 


‘08 
‘ILL % 
"p09 ‘T 
2 
‘119 F 


‘6FIS 


(‘448 
4oey9) yueU | 
-£Bd1vAQ 


anp junoury 





queuysnipy 








s10q W10UI 
04 pelitq 
A[snulAdig 


LE ‘169 ‘I 
66 ‘SZ9 
00 ‘008 
82 “101 ‘OT 


| 12190 ‘1 
| 00 “008 





| 26 021 ‘gs 


WG ‘618 ‘LL 
40 ‘612 ‘I 
29 “698 ‘I 
20 “960 ‘T 
18 “I¢¢ ‘% 
a 
46 


ce8e% 


dag dagacd 


easeeaes 


“vee ST 

060 ‘801 
40 906 ‘T 
11 OFS ‘I$ 


| s19quIOUI 04 


| 28261 T 
66 SEI 


82 ‘109 6 





2 
‘OIF ‘I 
126 

"802 ‘L8 
Lbb ‘2% 
‘Cel ‘b 

xL B81 % 
‘Z61 
"gg¢ ‘61 
"¥E8 ‘FL 
‘Ott 

OT 069 ‘LOT 

+0 906 

II 060 ‘1$ 


yeapnq aaj [enuue 


Aunt TOL | Pocono | TUS PX 


0 UOT} BIOL g 
| 


qouit: 


S68ZLE “ST 
SSlLel oT 
9ZEZET 
9OZ8ST * 
S8POOT” 
LOSLLE 
SOLI6r’ 
S8L69Z * 
TZZ98P ‘8 
6T16EP © 
60FS0I" 
£11862 ° 
ZIZS9E * 
OS688T ° 
SZEZ00 * 
TH9E90 * 
bolo ° 
£LEL TO" 
G0ZO0 * 
LLETO0 * 
9Z9BSZ * 
ZS9OLT 
SE 1L6F0 * 


SIFI6r” 


18104 04 
| qus019g 


| 126 ‘64% 


LOI ‘ole % 


629 ‘940 ‘61 
08 "tet 


£98 ‘sos ‘291 
£06 ‘Z8E ‘ZST 
8ZE “OZ ‘T 
L8@ ‘SOL ‘T 
STI ‘E30 “T 
680 "020 ‘F 


ZbP ‘BES ‘T 
402 ‘266 ‘ZLT 
1£8 ‘OIS ‘bP 
6EL ‘202 ‘8 
089 ‘The ‘b 
Z8E ‘Z8E 

ELE ‘TIS ‘8E 
ESL ‘SZ ‘6% 
09% ‘bES 

928 ‘IZ ‘IZ 
$12 ‘L6L ‘T 
622 ‘£90 % 


itil saith 
18304 
peurqui0og | Og [BUT 


-BUIN4U 


| 2or‘sze % 


09% ‘OPI ‘LT 


sistq yus0I0d 


8148} JO pus 1U 910200] vag 


“"; GORI )-UBIJOULy Ue 


jc crccr oo ONUBp Vy UBeqquED 


| 20 226 ‘st |; 
"| 808 TIE" 


691 “99 ‘LOT 
£b9 ‘ZH ‘SEI 
8ZE ‘OS ‘T 
L82 ‘SOL ‘I 
SIT “€80'T 
OT8 ‘066 * 
S88 ‘690 % 


O9T ‘IFg 

Zb8 ‘bT 

98h ‘862 % 
ZbP ‘6ES ‘T 
$02 ‘266 ‘ZLT 
LEL Z16 ‘ZF 
6EL ‘Z0Z ‘8 
886 62 % 
Z8E ‘Z8E 

ELE ‘118 ‘BE 
Z1Z ‘L18 ‘9Z 
O9F ‘bes 

06L ‘FLY ‘01Z 


s{seq 
queoied 00T 
oNsoml0og 


FS6I JO J[BY 4ST SoftuI-104 onUDADY 


7961 fo froy 18[—sanp fo buxynq yourg 


| ype UBypeuwy 
“""UL194SO A 

ISBOQ ISOM 
SOUT Y “S “A 

“-** payayy 


ee es, oe eee 


SBXO,[-SUBL], 
~“4qsomyjgnog 
mey Nog 


“== """ 199TOT J 
"Tee eeese=="gu0Uulped 


w194140 N oye 
hear “499M YTION 
[e1}UeQ WIION 


[euoHeN 
“-="="="9 MBO 


ie gh dats aia apace <2 - ~ AOWoVY 


“-="""--"1B GO OYV] 
“---=-===--== pA dOOHOH 
UBIIBMB 
--=""=- 191QUOL 
Wl94se ay 


~--="""tayINOg 3» o8voIgO-FIPPC 


[eIUeUTIWOD 
~~“ [BFUOTOD 
“co-e--9" TE) 
[eyideg 
yrueig 
--ezuBuog 
uBoLI0NLy 
Aueysetl vy 





"SIOQUIOUI O7BIDOSSY 1 

j | | 4 | 

‘vos | oe-ose ‘eto =| 009 ‘Iz | 000000001 + | 991 “168‘zz0‘t) 

oF 91 , 
#9 "206 


mM 
fa 
— 
= 
Q 
5 
a 
4 
a 
fa 
; 
o 
ie 
= 
Gj 
a 
< 
a 
3 
m 
as 


| 
ObL ‘PIF’ | ars ‘8 


spend gan | 02 . TeI04 sisvq yus0lJed ne 
Pp Junoulry os [euch que0100 OOT 
-£8d10A0 apy sroquiout 03 | teat 99} [enuUB [e103 04 peurqurog | -guseyuy onjseu0g 
Aysnorsozg | FAM IBIOL | 56 yoryesorg | PS PA yuvo1eg 


quomjsnipy POGI JO JIVY 4ST SoptuI-uc4 onueAsy 


MONOPOLY 


ponurju0Q—rg6r fo fry 18]—sanp fo buryrq joury 


1460 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1461 


Budget statistics—ist haif of 1954 


Budget | Expended | pyder- Over- 


ori0e4 | ofide, | @*Pended | expended 


General and administrative department 
Air Traffic Conference of America. 
Treasurer's department 
Airline finance and accounting conference 
Public affairs departu.ent 
Library depart” .ent 
Operations and engineering department 
Operations region::] offices. 
Air transport econon.ics 

depart” ent 
Public relations department 
Special fund-releases on industry campaigns 
National air transport coordinating committee 


Total 
Less: Expended—lst half of 1954 


SSo8 
SESESzE! 


= 
w 
-_ 
_ 


BES 
SEe6° 


8 
S8eSeRSssses 


— 
RR 


8 
N 
z 


598,091.70 | 43, 702. 80 12, 066. 92 


Receipts from oth r sources: 
Agency fee: 
Tariff subscriptions 
Tariff overhead fees 
Finance and accounting statistics 
Interest on investments 
Miscellaneous 


Less other income anticipated 


Excess funds—list half of 1954 39, 841.32 


77632—57—pt. 1, vol. 3——4 
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Prepayment of dues—2d half of 1954 


Revenue ton-miles, 2d half of 1953 


Percent | semi- | tion of 

Domestic, Interna- billing to 
» to total | annual | balance 

100 percent | _ tional, = charge | of budget | Members 
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507, 730 
033, 855 
009, 612 
070, 700 
263, 094 
896, 124 
779, 559 


BErwe ss 


SSESESSSSSSSSSSSESESESESESESSSSSESESE 
8 = 


Re 
SSSESSSSIAVRRESNSESRKSRSRSENUSNVKSAILALSLETLES 


957, 177, 678) 85, 280, ae 1, 042, 457, 840/100. 000000} 21, 500/635, 965. 92/657, 465. 92 


1 Associate members. 
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Budget—2d half of 1954 


General and administrative department_ 

Air traffic conference of America 

Treasurer’s department_ 

Airline finance and accounting conference 
Public affairs department 

Library department 

Operations and engineering department 
Operations regional offices 

Air transport economics department 

Legal department 

Public relations department 

Special legal fees, Apgar Travel Agency case 
Special legal fees, Putnam case 

National air transport coordinating committee 


Less: Estimated receipts from other sources: 
Agency fees 
Tariff subscriptions 
Miscellaneous 


INDUSTRIES 1463 


$104, 417. 68 
148, 673. 85 
9, 134. 00 
22, 381. 25 
19, 171. 00 
5, 727. 20 
153, 240. 48 
65, 109. 35 
31, 356. 88 
36, 101. 80 
59, 622. 48 
11, 446. 61 


657, 465. 92 
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Budget statistics—2d half of 1954 


Budget, 2d |Expended, 2d; Under- | _ Over- 
half of 1954 | halfof1954 | expended | expended 


General and administrative department 
Air Traffic Conference of America 
‘Treasurer’s department 

Airline finance and accounting conference 
Public-affairs department 

Library department 

Operations and engineering department 
Operations regional offices 

Air transport economics 

—— department 

Public-relations department 

National Air Transport Coordinating Committee -- 
Provision for doubtful accounts 


oe = 
esos 
g 
o 


BB. 
BSSNSES: 


8\i sgee 
Sse 
SEAZRESSRSES 


oa 

i} 
5 | 8 
& 


Less: Expended, 2d half of 1954 


3 


Receipts from other sources: 
Agency fees 
Tariff subscriptions 
Tariff overhead fees 
Finance and accounting statistics - - 
Interest on investments 
IT a fasciitis nen cgeccecsian sisi 


£5 | 388222 
23 |222s38 


Less: Other income anticipated 


Excess funds, 2d half of 1954 

Less: Funds set aside for refurnishing ATA head- 
uarters (as approved by board of directors on 
une 21, 1955) 
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Prepayment of dues—tist half of 1955 


Revenue ton-miles, Ist half of 1953 


Domestic, 
100 — 


Continental 
Dam Chicago & South- 


pen 
Lake Central 
Los Angeles.- 
Mackey... 
Mohawk.-. 
National. --- 
New York_--- 
North Central__ 
Northeast 
Northwest 


B5525 
EeSe8 


Southern 

Southwest 

i i) 
Trans World 


SSze 
Bo 


noes 


Canadian Pacific !_______- 
Caribbean Atlantic ! 
Pan American-Grace ! 


Trans-Canada ! 
Wien Alaska ! 


1 Associate members. 





| 85, 052, 286 





1, 077, 511, 377 


Combined 
tal 


2peeeR 
BERIRZSEN8 


Py 
BER 


z 
8 
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PEN 
88 


& 


Skul 
PN > 


B2n22 
23 


Peep 
Begg 


8 


NEE 


& 


© 
99 PS 
On 


a 


2, 375, 167 
3, 414; 740 





Percent 
to total 


- 191481 

- 106799) 
19. 806921 
- 077443 
2. 730900 
3. 601946 
. 035488 

- 402936 

- 761267 


4. 131401) 
| 16. 054791 
- 170712) 
- 259718 
- 001377 
- 050223 
- 002961 
- 01737! 
. 157299 
. 065073 
- 002326 
- 189016 
- 365341 
. 299628 
- 105446 
- 439273) 
. 489212 
. 269880 
- 191171 


a 


«Ode 

- 100520 
- 158262 
. 132372 
. 142115 





. 578384 
. 121744 
. 767650 


. 220431 
: 316910 


100. 000000 


Budget—I1st half of 1955 


General and administrative department 


Air traffic conference of America 


Treasurer’s department 


Airline finance and accounting conference 


Public affairs department 
Library department 


Operations and engineering department 


Operations regional offices 
Air transport economics 
Legal department 

Public relations department 


Entertainment of delegates to IATA annual meeting 


Less : Estimated receipts from other sources : 


Agency fees 
Tariff subscriptions 


Miscellaneous_______ ae icc cncliesiecopeiaddiioenaiieniabentien cctettiaeaniiadad 


Net amount to be billed to members 


Fixed | Prora- 

semi- tion of 

annual | balance 
fee (of budget 


Total 
billing to 
members 
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SSSessgesegs sssesses 
ge 
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s5 


3, 121. 07} 
60, 316. 57 
1, 917. 52 
1, 358. 29 
2, 683. 80 
714. 20 

1, 124. 46 
940. 51 
100, 480. 92! 
110, 685. 73) 
865. 00) 
500} 12, 559. 30 
164. 80 
1, 566. 18 
2, 251. 67 
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SSERSSSESRESESE! 


BPSBER2: 
saresesuseaye 
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500 


Ee 
5 





21, 000/710, 508. 41 


$126, 811. 12 
— 626. 32 

. 60 

. 20 

. 88 


155, 535. 
69, 284. 


25, 000. 00 


731, 508. 41 
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Budget statistics—1st half of 1955 








Budget, 1st — Underex- | Overex- 
half of 1955 1955 pended pended 
General and administrative departments $126, 811. 12 
Air Traffic Conference of America. _---...-.- -| 145, 626. 32 
‘Treasurer’s department. ...-......---.----- 10, 969. 60 
Airline Finance and Accounting Conference. 26, 602. 20 
Public affairs department-.............----- 27, 349. 88 
RNR GOON 6 iis cc wnnkiawccocnncenas 5, 827. 40 
Operations and engineering department----..........-- 155, 535. 64 
Onerations regional Ofied...........2 0 en nnccecsepcnsstos 69, 284. 91 
Air transport economics division. -..........-.------.--- 40, 707. 94 
RD 3 5s sednsihdkb cnn wi smaiwalaeies leu siiee 44, 346. 36 
Public relations department____.-..-..-.--.------------ 93, 447. 04 
Entertainment of delegates to IATA annual meeting....| 10, 000.00 
UIES ui védenbbhtvovdandicedaessndhoducamenne ae 756, 508. 41 
Less: Expended, Ist half of 1955_...........----..--.--- 710, 682. 12 
RE ao ok asain neta bisnio tone cecu elie Mee eee OR OF ion ere eis ea re, ee 
Receipts from other sources: 
Agency fees. --_-__- lal cae one $18, 491. 56 
‘Teri supeeriptions.........-----<.-<=« 13, 495. 33 
‘Tari overnead MM... .......-.5..00<«< 750. 00 
Finance and accounting statistics_..... 1, 600. 00 
Interest on investments. --.--.--....--.-. 1, 180. 03 
Origin and destination survey----.--.-.--- 1, 482. 38 
Oe = 960. 53 
RNIN i 4 ctracn tala stndus eee ace amne 37, 959. 83 
Less: Other income anticipated. -.--.....--- 25, 000. 00 I ke inn oi tnne Pevebannannd |----------= 


Bzcess funds, ist half of 1006. ........c.nssendsces DRE dtitientuinusinvescreezetinenitiensees 
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Prepayment of dues—2d half of 1955 


Revenue ton-miles, 2d half of 1954 


Fixed |  Prora- 
Percent semi- tion of wae he 
annual | balance Salas 
fee | of budget 


Interna- 
Domestic, | tional, Combined | total 


total 


| 
posal 


Alaska. 2, 519, 011 
Allegheny. 


SSSSRBSz2S52 


- 018121) 


3.812717| 
13. 972140) 
. 211221 | 
. 267969 
. 001225 
- 052505 
. 002877 
- 009608 
. 189691) 
. 180188 
. 002389 
. 235048) 
. 507288) 
. 040584 | 
. 813850) 
- 116137) 
. 473404 
. 243219 


8 


URSRRERSROUSSSSey 
ye 88 


SHSSERRBSES SARSESRRGS 


e8xsk 


~ 
= 
Hs 


Shass,. 


Np 
SRYRSSSSSSSBIZESE 


Bene 


tn 
aos 


National _-_- 
New York--.-.- 
North Central 


w 


a 
= 


ooo Room erp Be 
— Oo 
wom 
OS 


- 


% ow 
— 
= 
Ss 


85582 


- 


S5SR8e 


Ozark 

Pacific Northern 
Pan American. ........... 
Pan American-Grace Wis cies . 429841 
3, 431, 047 . 284617 
254, 125 ,125 .021081 
10, 089, 426! | ,847519 L 6, 407. 
1, 286, 27: . 106701 3. 1, 243. 
2, 137, 264 ’ | .177293) , 235. 8 1, 735. § 
1, 837, 996 | . 152468) . 1, 562 
161, 835, 087 | . 152823 | . 69) 106, 126. 
219, 635, 733 7 . 239513 
1, 499, 671 . 124403} 
23, 368, 740 23, 458, 38 . 945951) 
1, 103, 699 


8 
SESESESR3 


Bo 
SERSSSSSSSSBISESTESES 


me 
= 

PA or 

a 


52 





Caribbean Atlantic !_ 
Riddle! 


Nae om e-0 
JSSRLISARNSSSSRE 








1, 100, 943, 315) 104, 554, 002 1, 205, 497, 407) 100. 697, 076. 00|719, 076. 00 














1 Associate members. , 


Budget—2d half of 1955 


General and administrative department $117, 185 
Air Traffic Conference of America__....._...-------------------- --- 148,316 
Treasurer’s office 11, 034 
Airline Finance and Accounting Conference 

Public-affairs department 

Library department 

Operations and engineering department 

Operations regional offices 

Air transport economics division 

Legal department 

Public-relations department 

Additional rent provisions to cover possible expansion 


Less : Estimated receipts from other sources: 
Ms BO si ins ttt indesabeinnsennteninenenereneiiialande actin $15, 000 
TBE DCG ssecceneiscstenctecestnnctpsclecmasnianae cpunateinenbeaees 7, 500 
Miscellaneous 


Net amount to be billed to members 
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Atm TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., September 14, 1955. 
Memoradum to the treasurer of each airline. 

GENTLEMEN: In accordance with the revised articles of association, we are 
requesting from you the figures upon which to base your final billing of dues for 
the first half of 1955. 

The following instructions are to be used for computing revenue ton-miles 
carried in domestic service and international service for use in connection with 
the assessment of dues: 

1. In computing revenue ton-miles of passengers, mail, cargo, or any of them, 
carried in domestic service, the computation shall include all such revenue ton- 
miles carried between consecutive traffic stops located in the United States, 
whether the origin or ultimate destination of the traffic is within or without 
the United States, and regardless of whether or not the traffic is carried on 
a scheduled, charter, or special flight, and whether on a common or contract 
earrier basis. All other revenue ton-miles of passengers, mail or cargo carried 
by an air carrier shall be deemed to be performed in international service. 

2. For the purposes of this computation: “United States” shall include any 
State, the District of Columbia, the Territories of Alaska and Hawaii, Puerto 
Rico, the Panama Canal Zone, and all other possessions of the United States. 

In this regard, please sign the attached blank and state to the undersigned the 
amount of your company’s revenue ton-miles carried in domestic service and 
international service for the period from January 1 to January 30, 1955, namely, 
the first half of the calendar year 1955. Although the definition of international 
service as used in our apportionment formula differs from that used in preparing 
statistics for CAB Form 41, the combined ton-miles carried in domestic and 
international service should agree under both formulas. Please be sure to pro- 
vide us with the total ton-miles carried in both domestic and international serv- 
ice. We will make the 50-percent reduction for international service before 
making our assessment for dues. 

Your prompt attention to this matter will be greatly appreciated. 

For your information, the attached blank form is sent to you in duplicate. 
One is intended for your files. Please airmail the other one to us. 


Very truly yours, 
JOsEPH F’. HINTERSEHRR, Treasurer, 


Secrion 1 or ARTICLE IV, ARTICLES OF ASSOCIATION, AIR TRANSPORT 
ASSOCIATION OF AMERICA 


Section 1 of article IV of the articles of association of the Air Transport Asso- 
ciation of America, as amended December 14, 1950, by the members present 
reads: 

“On and after January 1, 1951, the dues of all operator members shall be a fixed 
semiannual amount of $500 for each such member, plus a pro rata apportion- 
ment of the balance of the actual expenses of the association incurred during 
the semiannual period for which the dues are to be paid, remaining after credit- 
ing to such expenses the fixed amount of $500 assessed to each such member and 
receipts from other sources, according to the ton-miles of revenue passengers, 
mail and cargo carried during said semiannual period: Provided, however, That 
all such ton-miles performed in international service will be computed at 50 
percent of the gross amount. 

“The semiannual dues shall be due and payable on the first day of the third 
month following the close of the semiannual period for which such dues are to 
be paid, subject, however, to the following prepayment requirements. On or 
before the first day of the third month of the period for which such dues are 
to be paid, or, in the case of a new operator member, on the date its membership 
becomes effective, each operator member shall make a tentative prepayment of 
its dues. The amount to be so prepaid shall be computed under the formula 
set forth in paragraph @ above, except that estimated expenses as 
set forth in the proposed budget for said period and estimated ton-mile figures 
as submitted by each such member for its proposed operations for said period 
shall be used in such computations. Said prepayment of dues shall be a credit 
against the dues as finally determined te be payable under paragraph a above; 
and any operator member having made a prepayment for a semiannual period 
in excess of its dues for that period as finally determined shall promptly be 
refunded such excess. 








ire 
for 


les 
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n- 
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“The board of directors may for each fiscal year define the meaning of such 
terms as may be necessary to an equitable and practicable application of the 
apportionment formula set forth above and in subsection a@ of section 5, arti- 


ele III.” 
Reply by Airmail 


on (Address) 


Mr. JOSEPH F’. HINTERSEHR, 
Treasurer, Air Transport Association of America, 
Washington, D. C. 

DeaR Mr. HINTERSEHR: Complying with your memorandum of recent date 
requesting the necessary data upon which to base the final billing of Air Trans- 
port Association dues for the first half of the calendar year 1955, we herewith 
give you our revenue ton-miles carried in domestic service and international serv- 
ice for the period January 1, 1955, to June 30, 1955, both dates inclusive, namely, 
the first half of the calendar year 1955. We understand that we are to provide 
both the domestic and international ton-miles on a 100-percent basis, although 
the international ton-miles will be included in your assessments on a 50-percent 


basis. 
Revenue ton-miles carried—Jan. 1, 1955, to June 30, 1955 








Domestic | International here ~— 
service service CAB pod 4l 


idk nd sik ckinh ache tkaledhiemnnn hati eaaisitn ennai Dia miaeeteitineeninlieis wane adits seaaaendacammnaies 
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Poweltite Wael. A ibs dd ik Bai eh aii 5b i sk ida bh nthe saiddinieh bd detnawthin bn cobetssliceunaccten 
I sk emenndanckicg nat Rien lee citeipan duane hte dhahddunet naenntitedehetelaean ene 
MIE: cntodis4cknns beeen didibadala takdaennhnsooemsnke tens ootapdenmimtiddimanssntekeythanaee teenie 
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Very truly yours, 


(Title of executive) 
MEMBER AIRLINES—JANUARY 5, 1956 


Alaska Airlines, Inc., 2320 Sixth Avenue, Seattle 1, Wash. 

Alaska Coastal Airlines, 2 Marine Way, Juneau, Alaska. 

Allegheny Airlines, Inc., Washington National Airport, Washington 1, D. C. 

American Airlines, Inc., 100 Park Avenue, New York 17, N. Y. 

Bonanza Air Lines, Inc., Post Office Box 391, McCarran Field, Las Vegas, Nev. 

Braniff International Airways, Inc., Love Field, Dallas 19, Tex. 

€ ae Pacific Airlines, Ltd.,{ Sea Island Airport, Vancouver AMF, B. C., 

anada, 

Capital Airlines, Inc., Washington National Airport, Washington 1, D. C. 

Caribbean-Atlantic Airlines, Inc.,* Post Office Box 6035, Loiza Street Station, 
Santurce, P. R. 

Central Airlines, Inc., Meacham Field, Fort Worth 7, Tex. 

Colonial Airlines, Inc., 230 Park Avenue, New York 17, N. Y. 

Continental Air Lines, Inc., Stapleton Airfield, Denver 7, Colo. 

Cordova Airlines, Post Office Box 1499, Anchorage, Alaska. 
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Eastern Air Lines, Inc., 10 Rockefeller Plaza, New York 20, N. Y. 

Frontier Airlines, Stapleton Airfield, Denver 7, Colo. 

Hawaiian Airlines, Ltd., Post Office Box 3287, Inter-Island Building, Honolulu 
4. 0. HH. 

Helicopter Air Service, Inc., 5086 West 63d Street, Chicago 38, Ill. 

Lake Central Airlines, Weir Cook Municipal Airport, Indianapolis 44, Ind. 

Los Angeles Airways, Inc., Box 45155, Airport Station, Los Angeles 45, Calif. 

Mackey Airlines, Inc., Broward County International Airport, Fort Lauderdale, 
Fla. 

Mohawk Airlines, Inc., Cornell University Airport, Ithaca, N. Y. 

National Airlines, Inc., Aviation Building, 3240 Northwest 27th Avenue, Miami 

2, Fla. 

New York Airways, Inc., Post Office Box 426, LaGuardia Airport Station, Flush- 
ing 71, .N. XZ. 

North Central Airlines, Inc., 6201 34th Avenue, South, Minneapolis 23, Minn. 

Northeast Airlines, Inc., Logan International Airport, Boston 28, Mass. 

Northern Consolidated Airlines, Inc., 414 Fourth Avenue, Anchorage, Alaska. 

Northwest Airlines, Inc., 1885 University Avenue, St. Paul 1, Minn. 

Ozark Air Lines, Inc., Box 7, Lambert Field, St. Louis 21, Mo. 

Pacific Northern Airlines, 1626 Exchange Building, Seattle 4, Wash. 

Pan American-Grace Airways, Inc., 1385 East 42d Street, New York 17, N. Y. 

Pan American World Airways, Inc., 135 East 42d Street, New York 17, N. Y. 

Piedmont Airlines, Smith Reynolds Airport, Winston-Salem 1, N. C. 

Reeve Aleutian Airways, Inc., Box 559, 420 D Street, Anchorage, Alaska. 

Resort Airlines, Inc., Suite 326, 1846 Connecticut Avenue NW., Washington 6, 
D. C. 

Riddle Airlines, Inc.,* Post Office Box 535, International Airport Branch, Miami 
48, Fla. 

Southern Airways, Inc., 1140 Brown-Marx Building, Birmingham, Ala. 

Southwest Airways Co., San Francisco International Airport, San Francisco, 
Calif. 

Trans-Canada Air Lines,’ Room 422, International Aviation Building, 1080 
University Street, Montreal 3, Quebec, Canada. 

Trans-Texas Airways, Houston International Airport, Houston 17, Tex. 

Trans World Airlines, Inc., 380 Madison Avenue, New York 17, N. Y. 

United Air Lines, Inc., 5959 South Cicero Avenue, Chicago 38, Ill. 

West Coast Airlines, Inc., Georgetown Station, Seattle 8, Wash. 

Western Air Lines, Inc., 6060 Avion Drive, Los Angeles 45, Calif. 

Wien Alaska Airlines, Box 649, Fairbanks, Alaska. 


The Cuarrman. I should like to ask some questions of you con- 
cerning matters that have been brought out by other witnesses. Those 
witnesses were sworn. I am compelled, therefore, to likewise ask you 
to raise your right hand and repeat the oath. Do you solemnly swear 
to tell the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Treton. I do. 

The CuarrmMan. I want to state, Mr. Tipton, we are just swearing 
you only for this one purpose, to question you on matters that were 
brought to our attention heretofore. 

When did you first become associated with the Air Transport 
Association ? 

Mr. Tieton. February of 1944. 

The CuatrmMan. You are now president of that association ? 

Mr. Treron. Iam. 

The CuatrmMan. How long have you been president ? 

Mr. Trpron. Since December 15 of the past year—1955. 


2 Associate member. 
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The CHarrman. Prior to that you were general counsel of the 
association ¢ 

Mr. Tieton. Thatis right. 

The Cuamman. How long were you general counsel ? 

Mr. Tieton. I was general counsel from February 1944 until last 
December 16, with a short period intervening in 1945 to early 1946, 
in which I was acting president. 

The Cuatmrman. As general counsel and president of the ATA, I 
understand that you filed a registration with Congress under the 
Federal Regulation of Lobbying Act? 

Mr. Treron. Yes, sir. 

The Cuarrman. When did you first get to know Commissioner 
Harmar Denny ? 

Mr. Tieton. I can’t say that I knew him or was acquainted with 
him. I became—possibly you could express it—indirectly acquainted 
with Colonel Denny while he was on the Interstate Commerce Com- 
mittee of the House. 

The CuatrMan. 1951 or 1952? 

Mr. Treron. 1951 and 1952, the sessions of Congress then. He was 
on the committee during that term. I often appeared before the com- 
mittee and thus became, as I say, indirectly acquainted with him. 

The CuarrmMan. You recall that in 1952 the Civil Aeronautics 
Board unanimously issued an order for a general formal passenger- 
fare investigation ¢ 

Mr. Treron. Yes, sir. 

The Cuatrman. It is correct, is it not, that this order came on the 
heels of a Board order authorizing the airlines to increase each one-way 
domestic passenger ticket by $1 ? 

Mr. Tipron. That is right. 

The CuHarrman. Was it not the position of the industry that the 
Board’s general passenger fare investigation should be dismissed ? 

Mr. Tipton. It was. 

The Cuatrman. It is correct, is it not, that in March and April of 
1953 all of the carriers which were parties to the proceeding filed 
motions with the CAB requesting dismissal ? 

Mr. Treron. I can’t remember whether it was all. But certainly 
a very substantial part of the airline parties to the investigation did 
file such motions. 

The Cuarrman. Is it not true, Mr. Tipton, that the industry re- 
garded it as extremely important—extremely important—to have this 
general fare investigation dismissed ? 

Mr. Treron. The airlines did; yes. 

The Cuatrman. I take it you recall that on April 10, 1953, the Civil 
Aeronautics Board, by a 3-to-2 decision, voted for continuation of this 
general passenger fare investigation ? 

Mr. Trpron. I can’t identify the dates, but that I understand hap- 
pened from the testimony that has been presented to this committee. 

The Cuatrman. And you recall, do you not, that those in favor of 
continuing the investigation were Commissioners Lee, Adams, and 
Denny, the latter having been appointed to the Board a short time 
previously ? 

Mr. Tipron. That I understand also from the same source. 
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The Cuatrman. Is it not a fact that on April 23 Commissioner 
Denny changed his vote and by a 3-to-2 decision the Board dismissed 
the general passenger fare investigation? I am informed that the 
formal dismissal was on May 14, is that correct? 

Mr. Treron. I can’t identify those dates. If counsel says so, I would 
certainly not challenge it. 

The Cuarrman. It is correct, is it not, that Commissioner Denny’s 
vote in both instances was controlling since the other members of the 
Board were divided 2 to 2 on whether to continue this investigation ? 

Mr. Tieton. So it appears. 

The CHarrMan. Did there come a time between April 10 and April 
23, 1953, that you had a conference with Commissioner Denny on the 
— of the continuation of the general passenger fare investiga- 
tion 

Mr. Treron. Again, I can’t identify dates from my own memory 
but I did have a conference with Commissioner Denny on that sub- 
ject, as well as others. 

The Cuatrman. Around that time? 

Mr. Tireron. Around that time. 

The CHarrman. Did ‘that conversation concern the general pas- 
senger fare investigation ? 

r. Treron. It did in part; yes. 

The Cuarrman. It did in part ? 

Mr. Trrron. Yes. 

The CuarrmMan. Did you request a conference with Mr. Denny, or 
did M r.Denny call you on the phone and ask you to confer with him 
on the question of the general fare investigation ? 

Mr. Treron. I can’t recall which of those events happened. I know 
that since Commissioner Denny had just come on the Board, I had 
requested an appointment with him. I know I did request an appoint- 
ment with him. 

The Cuatrman. You did request the appointment with Mr. Denny? 

Mr. Trrron. That is right. To meet him and have a discussion 
with him. Now, whether he called me and confirmed that appoint- 
ment I can’t recall. I don’t know how the conference was ultimately 
set up. 

The Cuarrman. Counsel will refer to the transcript at that point, 
the transcript of the previous record. 

Mr. Materz. Mr. Tipton, Commissioner Denny testified that the 
conference that he had with you did not relate to the general passen- 
ger fare investigation. Does your recollection differ from Commis- 
sioner Denny’s? 

Mr. Trirron. I think possibly the best way to answer that is to tell 
the committee just about what was said, and then the record—any- 
body can make the determination as to that question from the record 
that is made. 

Mr. Matetz. I would like to read exactly what Mr. Denny testified 
to, if I may: 

I ask you to describe in detail a conversation you had with Mr. Tipton con- 
cerning the Board’s general fare investigation. 

Mr. Denny. It was not related to the general fare investigation. 

Would you, Mr. Tipton, give the committee your version as to 
exactly what transpired ? 
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Mr. Tieton. Yes, to the extent that I can recall it. Needless to say; 
my recollection is not clear, the conference having been almost exactly 
3 years ago now. As I recall the conversation, it went like this. As 
the committee understands, I was calling on Commissioner Denny 
as a part of getting acquainted with him as a new member of the 
Board and I satured to the general passenger fare investigation which 


| was pending. I pointed out the position of the airlines, which was 


that it should be dismissed and said that a number of petitions had 
been filed by the carriers who were in the case; that I regarded those 
yetitions and the data in them as the best current studies of the air- 
fine financial conditions and prospects that I had seen; and that I 
hoped that he would have an opportunity to read them before the case 
was decided. 

His reply at that point, I believe, was that he was in the process 
of making a study of those very petitions, as well as the other material 
that he had available; and the conversation involved also this pro- 
posal—and I can’t recall how this came up—this proposal that a 
staff study be made as a preliminary to any continuation of the in- 
vestigation, and I have a recollection at that point that Commissioner 
Denny inquired as to whether, in the absence of a formal investiga- 
tion, it was possible for the Board to get all the information they 
wanted from the carriers, whether they had the legal power to do that. 

I replied that they did have; that he would want to check that 
question with the general counsel of the Board, but it was my view 
that they had the power to secure virtually any information that they 
ae from the carriers under their powers under the Civil Aeronau- 
tics Act. 

As far as my recollection is concerned, that ended the conversation 
on that particular point. 

The CHarrman. When Commissioner Denny said he didn’t dis- 
cuss the matter of the general passenger fare investigation, it doesn’t 
square with what you state now ? 

Mr. Trreron. I will not pass on that. He may well have meant 
that he didn’t discuss the merits. 

Mr. Maerz. Did you, Mr. Tipton—— 

Mr. Keatine. Of course, that is what he meant. 

Mr. Materz. Did you discuss with Commissioner Denny generally 
Rae fare investigation 

r. Treton. No, I didn’t discuss it generally in terms of rearguing 
the case. I pointed out these petitions, I pointed out their character, 
I recommended them for perusal. 

Mr. Materz. You then did discuss the case with him, did you not? 

Mr. Tipton. Yes; I discussed the case. 

The Crarrman. Did you express the point of view of the airlines? 

Mr. Tieton. I stated what the airlines’ position was with respect 
to this investigation. 

The Cuarrman. You just said before that you hoped that the appli- 
cation for investigation would be dismissed. 

Mr. Tipton. That’s right. That was a statement of the airlines’ 
position. 

The Cuamman, Did you point out to Commissioner Denny that no 
one in the industry dbjecead 40 a study of fares, but that the indus- 


try had strenuous objection to an investigation which made the car- 
riers adversaries in the investigation itself. 
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_ Mr. Tipton. I recall hearing, in the previous hearings on this same 
issue, I recall hearing that statement made. I have no recollection of 
making such a statement as that. 

The Cuairman. I want to state that that would. seem to be the 
reflection in the mind of Chairman Rizley about what Commissioner 
Denny told him as to his conversation with you. 

However, you don’t recall that attitude being expressed by yourself 
in the conference that you had with Commissioner Denny? Is that 
correct ¢ 

Mr. Tipton. I have no recollection of that. 

The Cuatrman. At this conference with Mr. Denny, did you tell 
him about the financial status of the airlines at that time ? 

Mr. Tipton. I have no recollection of going into that at all, except as 
I pointed out to the committee a moment ago. I recommended these 
petitions as excellent economic studies of the industry as it then stood, 
as well as its prospects. That recommendation I made, and I would 
still make it. They were excellent economic studies, the best we had 
at the time. 

The Cuarrman. Did you tell him what had already been provided to 
the Board in the motions for dismissal of the passenger fare in- 
vestigation? Did you amplify on that? 

Mr. Tieron. No, I didn’t. I am reasonably sure that I didn’t 
amplify on that because Mr. Denny, upon my recommendation of 
these petitions for perusal, answered promptly as I recall the con- 
versation, and said that he was then in the process of making a study 
of them. 

Consequently I am reasonably sure that there was no further dis- 
cussion of the contents of the petitions. 

The Cuarrman. Isn’t it true that in the conference with Mr. Denny 
you advanced to Mr. Denny privately, in that conversation, the same 
arguments that the airlines made in their motions to the Board asking 
or seeking dismissal of the proceedings? 

Mr. Tieton. I did not. 

The Cuarrman. Why did you come to Mr. Denny in the first place? 

Mr. Tieton. I came to Mr. Denny, as I said, to meet him, to get 
acquainted with him. We proceeded after this relatively short con- 
versation on the petitions in the general passenger fare investigation 
to discuss legislation that was pending in which he had had an interest 
before as a member of the Interstate and Foreign Commerce Committee 
and now had an interest as a member of the Board. We also discussed 
purely personal matters. 3 , 

The Cuarrman. But you did advert to the passenger-fare investiga- 
tion, and you did express the airline viewpoint on that subject ? 

Mr. Treron. I stated that the airlines were seeking dismissal of 
the case. 

The Cuarmrman. Did you amplify on that statement with him? 
Did you give any reasons for it? 

Mr. Trpron. os no recollection of giving any reasons for it, 
for that, other than to say that the airlines’ reasons are set forth in 
our petitions, and expressing the hope that he would have time to 
study them. 

The Cuairman. Did you give him any additional material or data 
supplementing the etnias of the airlines and what that appli- 
cation contained ? 
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Mr. Tipron. No. at 
The Cuatrman. Did you give him any additional data verbally # 


Mr. Tieton. No. Not that I recall. 

The Cuarrman. Was anybody else present at the time when you 
had your conversation with Mr. Denny ¢ 

Mr. Tipton. I don’t think so. 

The Cuarrman. Will you search your recollection and make sure 
of that? } 

Mr. Trrron. I am reasonably sure no one else was present. It 1s 
possible his assistant or his secretary was in and out. But I have no 
recollection of anyone continuing to sit there. ; 

The Cuairman. This meeting, according to Mr. Denny’s testimony, 
took place on April 13. Would you say that that was the date? 

Mr. Trrron. I have no recollection. I have no records which would 
permit me to ascertain whether that was the date or not. 

The Cuarrman. How long did you spend with Mr. Denny in that 
conversation ? 

Mr. Trpron. I would say between 30 and 45 minutes. That also 
is quite vague in my mind as to how long this conversation went on. 

Mr. Materz. Mr. Tipton, it has been testified here that on April 10 
Commissioner Denny voted for the continuation of the general pas- 
senger-fare investigation. It has been further testified by Mr. Denny 
that this conference with you took place on April 13—3 days later: 

Now, did this conference between you and Mr. Denny have any rela- 
tionship to Mr. Denny’s vote on April 10 

Mr. Treron. I will answer that this way: I cannot recall whether 
I knew at that time of Mr. Denny’s vote. I don’t think I did. How- 
ever, there was some publicity about it within a few days, either a 
few days or 30 days, or something like that, afterward. 

And consequently I can’t remember now whether I knew it or 
learned about it from that publicity. 

Mr. Marerz. Why didn’t you see Commissioner Denny before 
April 10? Why did you wait until April 13? 

Mr. Treron. The purpose of my call on him was to get acquainted 
with him. I have no idea why I didn’t see him at an earlier date, or 
didn’t see him at a later date. I just got the appointment at that time. 

The Cuamman. But you didn’t limit your conference with him 
just to bidding him the time of the day and to get acquainted with him. 
You had a discussion with him about the case pending, didn’t you? 

Mr. Tiperon. I stated the things to him that I have testified here, 
as well as the other matters we discussed, as well, Mr. Chairman, as 
passing the time of day. 

The CuatrmMan. Was it your purpose, your conference with him 
that day on April 13, to discuss his vote in the CAB? 

Mr. Treron. It was not. 

The Crarrman. One way or another? 

Mr. Tipton. It was not. 

The Crarrman. Did you seek to have him change his vote? 

Mr. Treron. No. 

Mr. Marerz. Why didn’t you assume that Commissioner Denny 
would, as a member of the Board, read these motions and petitions of 
the airlines? Why did you feel that you had to focus his attention 
on those petitions ? 
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Mr. Tieton. The Board members are awfully busy. I sometimes 
wonder whether a lot of the work that is presented to the Board 
members, they find it possible to read. This was my first visit with 
Colonel Dee: He had before him what I regarded as the best 
current studies of the air transport industry and its financial condition. 

There wasn’t a better way, in other words, to become quickly familiar 
with that than reading those petitions. 

Mr. Keatina. Let me interject at this point, Counsel. I might say 
that scarcely a day passes that someone doesn’t say to me, “I hope you 
will have time to read our presentation.” You can’t read one-tenth of 
the stuff that comes over your desk. Unless someone calls your atten- 
tion to it you are very apt to just pass it over. 

Mr. Treron. That was my concern. 

Mr. Maerz. You say it was your purpose in seeing Mr. Denny to 
importune Mr. Denny to read the petitions of the airlines ? 

r. Trpron. That relates to whether I made a trip down to Mr. 
Denny to get him to do that. I made a trip down there to talk to 
him. We talked about these subjects. In the course of this one I 
said that I hoped he would read the petitions. I don’t know whether 
I can say at this time whether I went down there for that purpose. 
I don’t think I did. There is a limit, as the chairman has pointed 
out, in the extent to which you can go in making private discussions 
with members of the Seaad as to cases pending. The limit in that 
instance is unquestionably the reference to the fact that the petitions 
are there, the positions taken, and a request that the arguments be 
reviewed. 

That, it seems to me, is as far as you can go under those circum- 
stances. That is as much as you abl say about the general passenger 
fare investigation under the circumstances. 

The Cuarrman. Did you ask Commissioner Denny to read the staff 
memorandum on the subject ? 

Mr. Tireron. I can’t recall that I did. 

The Cuarrman. Why did you single out Commissioner Denny and 
not the other Commissioners to speak to ? 

Mr. Treron. I was calling on him for the purpose of getting ac- 
quainted. He was a new Board member. The other members had 
been there for some time, and I had called on them in times past. 

The Cuatrman. Are you sure you didn’t call on him because his 
vote was crucial in this matter? 

Mr. Tieron. I am not sure about the questions. 

The Cuatrman. Are you sure you didn’t call on him particularly 
because his vote was very crucial in this matter and could decide the 
case one way or the other 

Mr. Treron. No, I am sure. 

Mr. Materz. Mr. Tipton, between April 10 and April 23, did you 
visit with any other member of the Board, apart from Mr. Denny, 
to discuss this general passenger fare investigation ? 

Mr. Treron. I am quite sure I didn’t. 

The Cuarrman. And you say that your initial purpose in visiting 
Mr. Denny, was to become acquainted? Is that right? 

' Mr. Treron. That’s right. 
The Cuamman. Could you—— 
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Mr. Tipron. I should amplify that by saying that it has been my 
practice for a long time, since I represented the airlines in Washington 
with the Board, with the CAA, the Post Office Department, and other 
departments, that when a new member or a new officer comes in, to 
make a call on that officer and discuss with him whatever seems 
appropriate to discuss. 

hat is what I was doing here. 

Mr. Materz. Your answer before wasn’t clear. If I may repeat 
the question : Why didn’t you speak to Mr. Denny, to become acquainted 
with him, and to direct his attention to the airline motions, prior to 
April 10% 

{r. Trpron. That I can’t answer. I don’t know why I had the ap- 
ointment on that particular day. I have a notion that Commissioner 
Dies had just come on the Board. 

Mr. Keatine. What date did he go on the Board? 

Mr. Trpron. At the time in the record. I don’t know when it was. 

Mr. Keattne. April 7. When did you visit him? 

Mr. Matetz. Mr. Keating, on April 10 Commissioner Denny voted 
for a continuation of the general passenger fare investigation. That 
is the significance of it. 

Mr. Kearttne. I understand that. It is a perfectly proper question. 
But I see no significance to the fact that he didn’t see him until the 
13th, rather than the 9th. The fellow hardly had time to warm the 
seat. 

Mr. Rocers. When did you make the appointment to see Commis- 
sioner Denny ? 

Mr. Treton. I don’t have a clear recollection on that, Mr. Rogers. 

I don’t have a clear recollection and I had better not try to guess. 

Mr. Rocers. Did you call him up the same day that you had the 
appointment ? 

Mr. Tipron. It was prior to that. It was not the same day. 

I am reasonably sure. But I don’t know when it was. 

Mr. Scorr. Did you clear this with the Washington press corps, the 
columnists, before you went there? 

Mr. Tirron. No. I didn’t take that opportunity. 

The Cuamrman. Wasn’t this conference that you had with Com- 
missioner Denny part of a larger effort by your organization and its 
members to have the investigation dismissed ? 

Mr. Trrron. No. 

The CHatrmMan. You are sure of that? 

Mr. Treron. Quite. Quite sure. 

The Cuarrman. I call for the reading of a letter dated April 21, 
1953, from Captain Rickenbacker to Senator Johnson, and all the 
members of the Board, together with your own letter, Mr. Tipton, to 
Captain Rickenbacker, of April 24, 1953. Will you read that, please? 

Mr. Maerz. This is a letter dated April 21, 1953, to Senator Edwin 
C. Johnson, United States Senate, Washington 25, D. C., from E. V. 
Rickenbacker. 

I take it Mr. Rickenbacker is the president of Eastern Air Lines? 

Mr. Tieton. He is chairman of the board and general manager. 

Mr. Maerz. That is Captain Rickenbacker? 

Mr. Tieton. Yes, sir. 
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. (The letter referred to is as follows :) 
Aprit 21, 1953. 


Senator Epwin C. JOHNSON, 
Uniied States Senute, Washington, D. C. 


My Dear Senator: Thank you very much for your letter of April 18, 1953, 
englosing copy of your letter of April 9, 1953, addressed to the Chairman of the 
Giwi] Aeronautics Board. 

Your letter sets out sound reasons why the Board’s general passenger fare 
investigation should be immediately dismissed. I agree wholeheartedly with 
what you said. 

In view of your long and well-informed interest in the problems of air trans- 
portation, I take the liberty of mentioning some very practical additional reasons 
which require the dismissal of the investigation now. 

A most important factor is the level of traffic. With the contemplated reduction 
in defense spending, and with possible deflation, it is difficult to see how a leveling 
off, or even a decrease, in traffic demand can be avoided. 

A second imponderable is the matter of costs. All the airlines are faced 
with rising costs for gasoline and almost all other supplies, and with continued 
demands for increased wages for all classes of employees. 

With respect to both revenues and expenses, the airline industry is in the 
most highly volatile position in its history. 

Thirdly, from the standpoint of capital requirements, the airline industry 
faces its most crucial period. The acquisition of jet and other modern air- 
craft, to replace even the most modern present equipment which is rapidly 
becoming obsolete, will require several times as much capital as the total 
heretofore invested in air transportation. 

The airlines are not making large protits in view of the future uncertainties 
with respect to revenues and expenses, and in view of the new capital necessary 
to enable the transport industry to maintain this country’s position of world 
leadership. 

It should also be pointed out that air transportation today is the largest 
economic bargain offered by American industry and ingenuity. The average air- 
line passenger revenue per passenger-mile has increased by only about 9 percent 
over 1940, whereas the average airline wage per employee has more than doubled 
the consumer price index has almost doubled, and other price indexes have 
more than doubled. The accompanying chart, from our annual report, illus- 
trates those increases. 

It would be impossible to formulate any figures in the CAB’s pending fare 
investigation which would provide a sound basis for establishing future fare 
aevels. The future holds, I am sure, rapid changes in operating techniques and 
philosophies which will produce tremendous fluctuations in costs and revenues. 
The airline industry must be in a position speedily to react to the future, and 
a record made in any investigation nuw would be worthless for that purpose. 

The continuance of the Board's investigation with respect to the general 
fare level would mean a tremendous waste of manpower and money on the part 
of both the carriers and the taxpayers. We have estimated that it would cost the 
earriers and the Board at least $1 million in time and out-of-pocket expense 
to continue the investigation. 

There are pending before the Board many motions to dismiss the fare in- 
vestigation which are unopposed. Certainly, I agree with the burden of your 
letter, namely, that those unopposed motions should be summarily granted. 

I would also like to take the opportunity to comment on the question of subsidy 
separation. As you know, the Board has formulated an administrative separa- 
tion of compensatory mail pay from subsidy. It would appear to me sensible 
to hold up action on subsidy separation legislation until we have the opportunity 
to determine whether the Board’s administrative separation provides the needed 
results. 

The problem of the “nonscheds” is also a current one which trouble us all. 
As you know, the Senate Small Business Committee is conducting hearings on 
that subject and we feel Bastern must testify. 

It seems to me highly inappropriate, however, for that committee to be in 
the middle of an important transportation situation which logically falls within 
the jurisdiction of your Committee on Interstate and Foreign Commerce. 

It is always a pleasure to have your views on the problems of the industry. 
Very few have had your tremendous experience and courage, and I appreciate 
your continuing interest. 

Most sincerely, 


E. V. RICKENBACKER. 
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Mr. Maerz. A copy of this letter from Captain Rickenbacker to 
Senator Johnson was sent to Hon. Oswald Ryan, Hon. Josh Lee, Hon. 
Joseph P. Adams, Hon. Chan Gurney, Hon. Harmar D. Denny, Jr. 

The Cuairman. Those are all members of the Civil Aeronautics 
Board ? 

Mr. Materz. Is that correct, Mr. Tipton ? 

The CuatrmMan. Those names mentioned were then on the Civil 
Aeronautics Board? 

Mr. Tipron. Yes. I think so. 

Mr. Maerz. That is April 21, 1953? 

Mr. Tipton. I think so. 

Mr. Maerz. A letter from Mr. Tipton, general counsel, to Captain 
Rickenbacker. 





ee th a lanl ne ae 


1484 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


(The letter referred to is-as follows: ) 


Capt. B. V. RICKENBACKER, 
President, Eastern Airlines, Inc., 
New York 20, N.Y. 


Dear Rick: Thanks for sending me a copy of your recent letter to Senator 
Ed Johnson, on the passenger fare investigation. It was a good letter, and will 
have good effect. 

Cordially, 


ApriL 24, 1948. 


S. G. Trpton, 
General Counsel. 

The Cuarrman. I ask again, wasn’t this conference that you had 
with Commissioner Denny a part of a larger effort by your organiza- 
tion and its members to have the investigation dismissed ? 

Mr. Treron. My answer is still “no” to that question, Mr. Chairman, 
as to whether my conference with Mr. Denny was part of that larger 
effort. There is no doubt that the airlines were making a very strong 
effort to secure the dismissal of the passenger fare investigation. 
There isn’t any question about that. The issue in your question to 
which I answered “no” was that my visit with Mr. Denny was part of 
that effort. I have explained the purpose and content of my conver- 
sation with him. 

Mr. Maerz. Mr. Tipton, did you tell Mr. Denny what had already 
been provided to the Board in the motions for dismissal of the pas- 
senger fare investigation ? 

Mr. Tireron. No. I told him that petitions had been filed, and 
that they contain excellent economic studies of the industry, and rec- 
ommended their reading. I believe your question related did I go 
further than that, and read the argument. 

Mr. Matetz. May I repeat the question? 

Mr. Tipton. Certainly. 

Mr. Materz. Did you tell Mr. Denny what had already been pro- 
vided to the Board in the motions for dismissal of the passenger fare 
investigation ? 

Mr. Treron. The answer is “no.” 

Mr. Matertz. Let me, if I may, read Mr. Denny’s testimony. 

The Cuatrman. Page? 

Mr. Maerz. At page 575. 


The CHAIRMAN. You mean no questions were asked, and no information given 
to you concerning the passenger fare investigation that was then pending? 

Mr. Denny. Well, he did talk, as I remember it, about the financial status 
of the airlines at that time. And he probably said to me what had already been 
provided to the Board in the motions for dismissal of the passenger fare investi- 
gation which were a matter of public record. I discussed nothing else with him 
except that. 

Is it your testimony that Commissioner Denny’s testimony was 
incorrect ? 

Mr. Scorr. Mr. Chairman, may I, as a lawyer, if you will pardon 
the expression, interpose an objection to asking one witness to com- 
ment on the body of another witness’ testimony and saying whether 
the other witness was correct or incorrect. That is improper in law 
and it is improper in morals. _ 

The CuarrMaN. I will phrase it differently. Would you say that 
Commissioner Denny’s testimony was not what happened at the con- 
ference you had with him? 








or 
ill 
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Mr. Scorr. Same objection, Mr. Chairman. I am exercising my 
constitutional rights for ~edress of a grievance. 

The Carman. I always have respect for the gentleman from 
Pennsylvania. If he objects, I will withdraw the question. 

I think I can draw my own conclusions, though, as to what the 
situation really is. 

Mr. Scort.. We sometimes have majority and minority conclusions 
in a committee. 

The CuatmrmMan. You were Assistant General Counsel of the Civil 
Aeronautics Board at one time, were you not, Mr. Tipton? 

Mr. Tipron. Yes, sir. 

The Cuarrman. When was that? 

Mr. Trpron. Between July 1940 and February 1944. 

The Cuarrman. I take it then you are familiar with the princi- 
ples of the practice of the Board which expressly provide that it is 
improper that there be an effort by any person interested in a pend- 
ing case to attempt to sway the judgment of the Board by any 
means directly or indirectly ? 

Are you familiar with that tenet of the rules of practice before 
the Board? 

Mr. Treron. Yes. 

The CxHatrMaAn. Wasn’t this conference with Mr. Denny in viola- 
tion of the Board’s principles of practice? 

Mr. Treron. I do not so regard it. 

The CuHarrMaAn. Will you tell us in your own way why it was not 
a violation ? 

Mr. Treron. The conversation, it is my recollection, was limited 
to stating the position of the carriers, and referring him to the 
argument the carriers were making in formal petitions in support 
of that position. I did not argue—my recollection—I did not argue 
the case privately to Chairman Denny. It is my conclusion that that 
is not a violation of those standards. 

The CuatrMan. On your statement now, weren’t you presenting 
the position of the airlines? 

Mr. Treron. I was stating what it was. There is a difference, I 
think, between stating what your position is, you are for or against 
something, and arguing that position. 

The Cuarman. When you have a formal hearing you are supposed 
to state that position. Why did you have to do it in your private con- 
versation with Commissioner Denny ? 

Mr. Tipton. I don’t know that I necessarily had to do it. I did it. 

The Cuarrman. There was not other motive for you to do it except 
to repeat what was in the documents that he had before him? 

Mr. Tieton. I didn’t even repeat what he had in the documents be- 
fore him. I recommended those for his perusal. 

Mr. Keatrne. Hasn’t anybody ever stated his position to the chair- 
man on pending legislation? 

The CHarrman. I am not a member of the Civil Aeronautics Board, 
and I don’t have to abide by their rules of practice. 

_Mr. Keatrne. Denny didn’t have to be told what the position of the 
airlines was, probably. It was pretty clear. 

The Cuarrman. A Member of Congress is not in a quasi-judicial 
position. 
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Mr. Keatine. I don’t know about that. 

The Cuarrman. You don’t know about that? 

Mr. Keatina. There are lots of times we are placed in a quasi-judi- 
cial position, plenty of times, including this one right before us here, 
where I declined to talk with representatives of airlines. I don’t 
think we ought to do it. I don’t know whether that applies to all 
members of this committee, but that has been my position. 

The Cuarrman. It is perfectly all right to express your view. I 
suggest that hereafter you get down at that table and be at the right or 
left of Mr. Tipton, who will back you as an excellent counsel, 

Mr. Keatrna. In view of that remark, I will say to the chairman that 
his bias in these hearings has been pretty evident from the beginning. 

The CuHatrman. I deny that. However, we won’t prolong that dis- 
cussion because it is meaningless. 

Would you say, Mr. Tipton, that your conversations with Com- 
missioner Denny did not have any bearing upon the merits of the 
case ? 

Mr. Treron. Yes, I would say so. 

The Cuamman. In addition to discussing the general passenger 
fare investigation with Commissioner Denny between April 10 and 
April 23, 1953, did you discuss the general passenger fare investiga- 
tion with any other member of the Board ? 

Mr. Treron. I cannot recall doing so, Mr. Chairman. 

The CnarrMan. You are sure of that ? 

Mr. Tipton. I say I cannot recall. 

The CuarrmMan. Would you tell us now, if you can, why you had 
singled out Commissioner Denny to have this conversation with him? 
Why didn’t you have it with any other member of the Board. 

Mr. Treron. Because Colonel Denny was a new member of the 
Board and I was calling on him for the first time. 

The CHatrman. Did you inform any members of your organization 
as to what happened at the conference with Commissioner Denny? 

Mr. Tieton. I can’t recall. 

mn CuarrMANn. Did you do so by any memoranda or letter, if you 
recall ? 

Mr. Tieton. That I can’t recall either. 

The CuarrMan. Do you keep a record of your visits to others, and 
the visits of others to you in your office? 

Mr. Treron. No. 

The Cuamman. Will you make available to the committee all cor- 
respondence that you may have concerning that visit ? 

Mr. Tieton. We have done so. 

The Cuarrman. And you have given us all that you have concerning 
that visit ? 

Mr. Tipton. To the best of our knowledge we have given you every- 
thing that relates to that visit. Excuse me. Let me check, Mr. 
Chairman. 

The Cuarrman. There has been no correspondence concerning that 
visit that has been given to the committee. 

Mr. Tirron. In answer to your question, we have given the com- 
mittee staff the files relating to the general passenger fare investiga- 
tion, among others. 

The Cuarrman. Have you given us all the files? 
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Mr. Treton. Relating to the general passenger fare investigation. 
We are still working with your staff in bringing material for them 
that they have called for, as you know, in their various letters. I 
think we are about—we have about completed that. 

The CuarrmaNn. Are there any files that you have not given us con- 
cerning this general passenger fare investigation ? 

Mr. Treron. I can’t make a flat statement on that, Mr. Chairman. 
We are not completed. I will have to confess that our filing system is 
not the best in the world, and it is possible that in the course of deliver- 
ing to the committee staff the additional material that they have 
requested, that there might be papers turn up which relate to the 
general passenger fare investigation, but I don’t believe so. 

In any event we will continue to pursue that. And if you, Mr. 
Chairman 

The CuarMan. In other words, you will supply any additional 
data or correspondence that you may find. 

Mr. Tieton. I think it has already been requested and we will surely 
supply it. 

The CuHarrMan. Did you have any discussion, per chance, with 
Commissioner Denny since Commissioner Denny testified here ? 

Mr. Trreron. I have chatted with him briefly in the hall, and I have 
met him once or twice at social occasions. But no business conversa- 
tions, you might say. 

The Cuairman. Did you discuss with him at all the substance of 
his testimony here ? 

Mr. Treron. There was 1 reference, outside the committee here 1 
day. Colonel Denny had testified that, as I recall before the commit- 
tee, he had never seen me before. And I rather chided him after he 
got out in the hall on the ground that I certainly had not made much 
of an impression on his committee in appearing at length and on many 
occasions while he was there. He recalled then that he had seen me 
often. His testimony, I gather, has been changed since then. He is 
perfectly right in saying that we had no discussions while he was a 
member of the committee except in the committee room, as we are 
having a discussion now. 

Mr. Keatine. Let me ask you a question. 

The CuHarrMan. Just a moment please. Beyond that you had no 
discussion with Commissioner Denny concerning the issue that has 
been raised here now ? 

Mr. Treron. That’s right. 

Mr. Keattne. Have you ever seen me before? Have we ever talked 
at all? 

Mr. Tipron. No, we never have. I have seen you only here in the 
committee room. — 

Mr. Keating. In the light of the chairman’s statement that I should 
be down there as counsel for you, have you ever talked to me on 
the telephone ? 

Mr. Tipton. I have not. 

Mr. Keating. Have you ever had any contact with me of any kind, 
shape, or nature. 

Mr. Tipton. I never have. 

Mr. Keatine. Have you ever tried to? 

Mr. Tipton. No, sir. 
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. The Cuatrman. The general passenger fare investigation was dis- 
missed by the Board, with the understanding that a staff study would 
be made in lieuthereof. Is that correct? 

Mr. Tipton. That is correct. 

The Cuarrman. It is correct, is it not, that you received a letter from 
the Civil Aeronautics Board dated August 14, 1953, indicating the 
scope of this staff study ? 

_ Mr. Tipton. I received a letter on that subject. And if possible—— 

The Cuarrman. There was a letter to that effect. It will be placed 


in the record. 
(The document referred to above is as follows :) 


Civiz AERONAUTICS BOARD, 
Washington, August 14, 195s. 
Mr. Stuart G. Tipton, 
General Counsel, Air Transport Association of America, 
Washington, D.C. 

Dear Mr. Tipton: The Board has directed the staff to make a study of the 
domestic passenger fare level and structure. The basic objectives of this study 
are twofold. 

1. To analyze the present fare structure of the domestic trunklines in order 
to present in summary form the salient features of what now exists, evaluate 
those characteristics, and recommend changes were appropriate. 

2. To explore the alternative methods available for measuring the overall 
reasonableness of a given fare structure and recommend the standards that 
should be employed by the Board in the regulation of commercial rates. 

As presently contemplated it is intended to cover the following areas: 


PART I. CHARACTERISTICS OF THE PRESENT FARE LEVEL AND STRUCTURE 


A. With respect to level the chief areas to be covered include— 


1. Historical earnings. 
2. The earnings being produced by current fares. 


B. Under the general subject of fare structure it is proposed, based on a 
sample study of individual fares, to measure— 


. Variations between carriers. 

. Regional variations. 

Fare variations between competitive and noncompetitive points. 

. Fare variations based on segment density. 

. Fare variations based on segment length (taper). 

. Relationship between coach and standard fares. 

. Relationship between rail and air fares. 

. The incidence of joint fares and their relative importance to different 
carriers. 


FO 93 > ON OO De 


PART II. GUIDE LINES IN THE REGULATION OF THE LEVEL OF AIR TRANSPORTATION 
FARES 


In this section it is proposed to evaluate the different standards which are 

available for testing the reasonableness of a given level of fares and to recom- 
mend the standards which appear most appropriate for this industry. 
. Topics to be covered here would include such items as determination of fair 
return, the significance of operating ratios for determining the reasonableness 
of earnings and the utility of equalization reserves to stabilize both the fares 
paid by the public and the earnings of the air carriers. 


PART UI. APPRAISAL OF PRESENT FARE LEVEL AND STRUCTURE 


Considering the pertinent economic factors affecting this industry, such as 
relative volatility, cost behavior, relative value of service and elasticity of 
traffic, it is proposed to make recommendations as to whether present fares are 
reasonable, and if not, what changes are appropriate. 

It is our opinion that the industry can contribute a great deal to the value of 
this staff study. We would therefore welcome industry participation in this 
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ll benefit 
udy to the greatest extent possible, so that the staff may have fu 

= the industry’s views and suggestions before the staff completes its studies and 
recommendations. 

It would be appreciated if you could arrange to have each interested domestic 
carrier appoint a representative who could meet with us to discuss this subject 
and set up the necessary machinery to accomplish the desired results with a 

inimum of effort. i 
~ a you have made the necessary arrangements with the individual carriers; 
please notify us so that we can then arrange a meeting to discuss the study. 

-erely yours, 
me is Gorpon M. Barn, 
Director, Bureau of Air Operations. 


The Cuarrman. On August 18, 1953—it is correct, is it not—you 
sent a bulletin to the heads of the airlines, in which you stated, and 
I quote: 


The Board told the staff that they had to make a report by January 1, 1954, 
but it is perfectly obvious to the staff that they cannot do so. 


Is that correct ? 

Mr. Tieton. Yes. That is my recollection of the bulletin. I take 
it that in order that I don’t have to worry about this, that counsel 
has the paper. 

The Cuarrman. Yes, it is right here. We will put that in the 
record. 

(The document referred to above is as follows:) 


AIR TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., August 18, 1958. 


MEMORANDUM NO. 40 


Subject: General fare investigation—-CAB staff study of the domestic passenger 
fare level and structure. 
To: Heads of airlines. 


GENTLEMEN: When the CAB dismissed the general fare investigation it di- 
rected the staff to make a study of the domestic passenger fare level and struc- 
ture. Last week Gordon Bain and Irving Roth invited me to discuss the study 
with them. The purpose of the discussion was to determine whether the airlines 
wished to participate in the study in any way and, if so, how they would like to 
go about it. I expressed the opinion that the airlines would probably want to 
participate, and I suggested that if Mr. Bain would write a letter, setting forth 
the general outlines of the study. I would take the matter up with the airlines. 

Attached is a copy of Mr. Bain’s letter, which defines in very general terms 
the scope of the study. At the present time the Board intends to include in 
the study only the 13 trunklines. That being the case, it seems to me that the 
most sensible thing to do is to have each of the 13 carriers designate a member of 
its staff to maintain liaison with the Board on this rate study. That person 
could receive all of the papers bearing on the study, and could express his ¢om- 
pany’s views to the staff of the Board, either individually or at meetings to be 
held with the staff on the subject. It does not seem wise to create a small 
airline committee to work with the Board. 

Each trunkline carrier receiving this memorandum should, within the next 
week, do the following things: 

(a) Designate the person on that carrier’s staff who will be responsible for 
maintaining liaison between the company and the Civil Aeronautics Board staff, 
and let me know who it is. 

(b>) Review the attached letter for the purpose of making any criticisms you 
wish to make with respect to the scope of the study, in order that those criticisms 
may be made by your staff member to the Board at an early date. 

The reason for the second of the above suggestions is that I argued pretty 
Strongly with Mr. Bain and Mr. Roth that arrangements should be made to 
secure the comments of the industry on the scope of the study, and not limit their 
participation to discussion of individual items of the study, the scope of which 








‘Mr. Stuart G. TrPTon, 
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hatdjalready been decided. They seemed to agree with this idea, but whether they 
do or not, we should still comment on it. 

The Board told the staff that they had to make a report by January 1, 1954, 
but it is perfectly obvious to the staff that they cannot do so. They may seek 
to submit some conclusions on one portion of the study by that time. 

. In view of the fact that they are under some compulsion to make haste, we 
should begin working with them as quickly as possible. The sooner you can let 
me know who is going to represent you in this matter the better. 
Cordially, 
S. G. Tieton, General Counsel. 


Crvit AERONAUTICS Boarp, 
Washington, August 14, 1958. 


General Counsel, Air Transport Association of America, 
Washington, D.C. 

Deak Mr. Tipton: The Board has directed the staff to make a study of the 
domestic passenger fare level and structure. The basic objectives of this study 
are twofold: 

1. To analyze the present fare structure of the domestic trunklines in order 
to present in summary form the salient features of what now exists, evaluate 
those characteristics, and recommend changes where appropriate. 

2. To explore the alternative methods available for measuring the overall 
reasonableness of a given fare structure and recommend the standards that 
should be employed by the Board in the regulation of commercial rates. 

As presently contemplated it is intended to cover the following areas: 


PART I. CHARACTERISTICS OF THE PRESENT FARE LEVEL AND STRUCTURE 


A. With respect to level the chief areas to be covered include— 
1. Historical earnings. 
2. The earnings being produced by current fares. 
B. Under the general subject of fare structure it is proposed, based on a sample 
study of individual fares, to measure— 
1. Variations between carriers. 
. Regional variations. 
Fare variations between competitive and noncompetitive points. 
Fare variations based on segment density. 
Fare variations based on segment length (taper). 
. Relationship between coach and standard fares. 
. Relationship between rail and air fares. 
. The incidence of joint fares and their relative importance to different 
carriers. 


DAI OUP Cote 


PART II, GUIDELINES IN THE REGULATION OF THE LEVEL OF AIR TRANSPORTATION FARES 


In this section it is proposed to evaluate the different standards which are 
available for testing the reasonableness of a given level of fares and to recom- 
mend the standards which appear most appropriate for this industry. 

. Topics to be covered here would include such items as determination of fair 
return, the significance of operating ratios for determining the reasonableness 
of earnings and the utility of equalization reserves to stabilize both the fares 
paid by the public and the earnings of the air carriers. 


PART III. APPRAISAL OF PRESENT FARE LEVEL AND STRUCTURE 


Considering the pertinent economic factors affecting this industry, such as 
relative volatility, cost behavior, relative value of service, and elasticity of traffic, 
it is proposed to make recommendations as to whether present fares are reason- 
able and, if not, what changes are appropriate. 

It is our opinion that the industry can contribute a great deal to the value 
of this staff study. We would therefore welcome industry participation in this 


“Study to the greatest extent possible, so that the staff may have full benefit of 


the industry’s views and suggestions before the staff completes its studies and 
recommendations. 

It would be appreciated if you could arrange to have each interested domestic 
carrier appoint a representative who could meet with us to discuss this subject 
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and set up the necessary machinery to accomplish the desired results with a 
minimum of effort. 

When you have made the necessary arrangements with the individual carriers, 
please notify us so that we can then arrange a meeting to discuss the study. 


Sincerely yours, 
Gorpon M. BAIN, 


Director, Bureau of Air Operations. 


The CuarrMan. Subsequently, is it not a fact that at least some 
airlines who are members of your association, your organization, took 
the position that there was no need even for staff study. Is that 


correct ? ; 
And there is a letter of August 20, 1953, from Taylor, vice presi- 


dent of the TWA, to your good self. 
Mr. Treron. I have no clear recollection of that letter. I would, of 


course, rest on the letter. 
Mr. Maerz. That is a letter dated August 20, 1953, from Thomas 


K. Taylor, vice president, Trans World Airlines, to Mr. Stuart 


Tipton. 
he letter is as follows: 


Dear Tie: This answers yours of August 18, ATA memorandum No. 40. 

Mr. J. C. Constantz of this office, director of regulatory proceedings, is 
designated as TWA representative responsible for liaison on the CAB staff 
study. 

Mr. Pierson has expressed concern to me that there is no need for a study 
except as a possible lever in the hands of the staff to force reductions in fare 
at a time when maximum earnings are essential. 

I would hope for some success by industry representatives to play down the 
scope and significance of this study. Also, we should take advantage of the 
opportunity afforded here to argue for earnings needed to secure the new equip- 
ment everyone must buy in the next few years. I doubt the staff will buy that 
idea but perhaps others may be convinced of its merit on the basis of the work 
of this group. 

Sincerely, 
THomAsS K. TAYLor, 
Vice President. 


The Cuatrman. The airlines generally took the position, did they 
not, that it might be well to “tread water for a time until the industry 
had a better knowledge where it is heading.” In that connection I 
should like to have read a letter dated September 2, 1953, from the 
American Airlines to your good self. 

Mr. Maerz. This is a letter dated September 2, 1953, from C. W. 
Jacob, vice president, American Airlines, to Mr. S. G. Tipton: 

The letter is as follows: 


Deak Tre: This is in reply to your memorandum No, 40 of August 18 regard- 
ing the general fare investigation and CAB staff study of fare levels. 

As I told you last week, we would prefer to await developments before 
designating the person or persons to work with the staff. Counsel should have 
close touch with developments particularly in the present planning stage and 
Howard Weswood is alerted to follow for American Airlines. In the mean- 
time, if you need to use a name with the CAB staff, Morris Shipley is designated 
as the person for contact purposes and he will keep Westwood informed. 

As far as the scope of the study is concerned, the tsaff has made a significant 
omission in failing to include the subject of cost trends. Under this heading, 
you could list a variety of important subject including the trend of labor and 
material costs, inadequacy of depreciation reserves to cover replacement costs 
and the like. I believe that Howard is inclined to feel that the omission of 
this does not preclude our use of such data either in working with the staff 
or in rebuttal with what the staff may come up with and he is somewhat dis- 
inclined at present to broaden the scope of the staff’s outline. 
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Up to now we have not detected any great enthusiasm for this project, and it 
may be well to tread water for a time until we have better knowledge of where 
it is heading. 

Sincerely yours, 
C. W. Jacos, 
Vice President. 


TRANS WorRLD AIRLINES, INC., 
Washington 6, D. C., August 20, 1953. 
Mr. Stuart TrPron, 
Air Transport Association of America, 
Washington 6, D.C. 


Dear Tre: This answers yours of August 18, ATA memorandum No. 40. 

Mr. J. C. Constantz of this office, director of regulatory proceedings, is desig- 
nated as TWA representative responsible for liaison on the CAB staff study. 

Mr. Pierson has expressed concern to me that there is no need for a study 
except as a possible lever in the hands of the staff to force reductions in fair at 
a time when maximum earnings are essential. 

I would hope for some success by industry representatives to play down the 
scope and significance of this study. Also, we should take advantage of the 
opportunity afforded here to argue for earnings needed to secure the new equip- 
ment everyone must buy in the next few years. I doubt the staff will buy that 
idea but perhaps others may be convinced of its merit on the basis of the work 
of this group. 

Sincerely, 
THomas K. Taytor, Vice President. 





AMERICAN AIRLINES, 
New York 17, N. Y., September 2, 1958. 
Mr. S. G. TrPron, 
Air Transport Association of America, 
Washington, D. C. 

Dear Tre: This is in reply to your memorandum No. 40 of August 18th regard- 
ing the general fare investigation and CAB staff study of fare levels. 

As I told you last week, we would prefer to await developments before desig- 
nating the person or persons to work with the staff. Counsel should have close 
touch with developments particularly in the present planning stage and Howard 
Westwood is alerted to follow for American Airlines. In the meantime, if you 
need to use a name with the CAB staff, Morris Shipley is designated as the person 
for contact purposes and he will keep Westwood informed. 

As far as the scope of the study is concerned, the staff has made a significent 
omission in failing to include the subject of cost trends. Under this heading, 
you could list a variety of important subjects including the trend of labor and 
material costs, inadequacy of depreciation reserves to cover replacement 
costs and the like. I believe that Howard is inclined to feel that the omission 
of this does not preclude our use of such data either in working with the staff 
or in rebuttal with what the staff may come up with and he is somewhat dis- 
inclined at present to broaden the scope of the staff’s outline. 

Up to now we have not detected any great enthusiasm for this project and it 
may be well to tread water for a time until we have better knowledge of where 
it is heading. 

Sincerely yours, 
C. W. Jacons, Vice President. 


The Cuarrman. Mr. Tipton, you know of course of the testimony 
adduced before this committee yesterday by the Comptroller General, 
Mr. Campbell, to the effect that there should be a general passenger 
fare investigation ? 

Mr. Treron. Unfortunately, I couldn’t be here to listen to Mr. 
Campbell, but I received a brief report this morning of what he 
had had tosay. I also read his report. 

The Cuatrman. Did you or your organization seek to—by “you” 
I mean you, and check me if it is not proper—“seek to play down the 
scope of the significance of this staff study” ? 











MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1493 


Mr. Trrron. It is not my recollection that anyone sought to pla 
down this staff study. Let me give you my recollection of that, whic 
resulted in the issuance of these memorandums that have already been 
put in the record. 119 ; : 

I received a letter from the Civil Aeronautics Board, I think from 
the—here is the letter, I can look at it—from Gordon Bane, who is 
the Director of the Bureau of Air Operations, which referred to 
the fact that they were going to make a staff study of fares. He re- 
quested me to get together a meeting of carriers in order that they 
could participate in this study through delivery of information to 
the Board and the like. 

We had, as a result of that request, one meeting that I recall with 
the Board, at which the scope of the study and the material the air- 
lines were ——- to submit was laid out. In my recollection of 
that meeting there was no effort on the part of the airlines to play 
down the staff study or to play it any pace way. They were 
interested in reviewing the outline, as I recall, with respect to the 
items in it—whether they were right, whether they had some criti- 
cisms of it, as I recall—and in determining the information that they 
were to submit. That is my last connection with that study, and that 
is my recollection of it. 

I don’t believe that there was a general attitude of playing down. 

The CuatrMAN. The staff study never got off the ground at all, 
did it ? 

Mr. Tipton. They made a very substantial study of rate structure 
with which I must say I am not deeply familiar, but I have reviewed 
parts of it since. They came up wih quite an extensive study of rate 
structure, the most extensive we have ever had, I believe. 

The CHarrmMan. Was it completed ? 

Mr. Tipton. That study was completed, on rate structure. 

The Cuarrman. I mean was the study that was envisaged by the 
Board ever completed, the study that the Board said should be made 
in lieu of the general passenger fare investigation by the Board? 
Was that study, as contemplated by the Board, ever completed ? 

Mr. Tieton. This answer may merely reveal my ignorance of what 
went on. I had thought, until the testimony before this committee, 
that the thick mimeographed study that the Board came up with 
completed that study. I gather from testimony here that it was not 
completed. 

_ But I must say, Mr. Chairman, I can’t go any further with that 
simply because I don’t know. 

e CuarrMan. Would you agree with the Comptroller General’s 
conclusion that a general passenger fare investigation should be had ? 

Mr. Trpron. That is kind of a broad and a hard question, Mr. 
Chairman. I would like to answer it, though. 

The Carman. Whatever you wish. 

If you care to answer it, all right. If you don’t—— 

Mr. Tipton. I would like to answer it because there has been much 
talk about it. This is our position on a general passenger fare inves- 
tigation, as of right now: We would neither endorse one, nor would 
we oppose one. There are certain advantages for the airlines in 
having one; there are disadvantages for the air transport industry 
in having one. We are confident that if we had a general passenger 
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fare investigation, it would be demonstrated that air transportation 
is one of the biggest bargains you can get in this country by reason 
of the fact that their rates have been going down steadily when the 
costs of all the things we buy have been going up. 

But on the other hand here haven’t, in our opinion, been put for- 
ward reasons to justify one as of now. One reason is that we have 
never had a general passenger-fare investigation. Of course, that is 
no argument for having one, unless other substantive facts indicate 
that you should. 

The second reason that I heard is that airline fares are too high, and 
it is in our opinion, as I said, the best bargain that you can get in this 
country. But I repeat, as far as our general position is concerned, 
we neither oppose it nor endorse it. 

I should make one reference on that, though, that has given me per- 
sonally some concern. 

Mr. Keating. Can you make this reference tomorrow morning, the 
adjourned date, rather than now ? 

Mr. Treron. Certainly. 

The Cuatrman. The reason the gentleman says that is because the 
second bells have rung for a quorum. I am afraid we will have con- 
tinuing bells right along. The new compromise farm bill is being 
considered by the House. It is essential for the members to be present 
to vote on the bill. I therefore will be compelled to adjourn this pro- 
ceeding until tomorrow morning at 10 o’clock. Mr. Gewirtz will be 
here also, I take it ? 

Mr. Tieton. The whole group will be at your disposal at any time, 
Mr. Chairman. 

I would like to add one further thing on the fare investigation. 
While we are not endorsing one, I do want to assure you that as far 
as the airlines are concerned they are not afraid of one. 

The Cuarrman. Not what? 

Mr. Treron. Not afraid of a passenger-fare investigation. 

The Cuarrman. Of course, we are interested in whether or not you 
are opposed to an investigation. 

Mr. Tieton. We neither oppose it, nor endorse it. 

The Cuarrman. I[ take it your position 

Mr. Tipron. Mr. Keating asked me to withhold this until tomorrow. 

Mr. Keatine. I make a point of order, Mr. Chairman. The House 
is in session. 

The Cuarrman. The point is well taken. 

From here on out, Mr. Tipton, you are relieved of your oath. Ques- 
tions will be asked you not under oath. 

Mr. Tipton. I am sure it will not make any difference in the char- 
acter of my testimony. 

The Cuarrman. I am sure it will not. 

(Thereupon, at 11:18 a. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Friday, May 4, 1956.) 
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FRIDAY, MAY 4, 1956 


Howse or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10: 15 a. m., in 
room 346, Old House Office Building, Hon. Peter W. Rodino, Jr., 
presiding. 

Present: Representatives Rodino, Rogers, Quigley, Scott, and 
Keating. 

Also present: Herbert N. Maletz, chief counsel; Leonard Appel, 
assistant counsel; Thomas H. McGrail, assistant counsel; and Julian 
Singman, assistant counsel. 

Mr. Roprno. The meeting will come to order. 

We will now hear from Mr. Stuart Tipton resuming his testimony. 


TESTIMONY OF STUART TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION; ACCOMPANIED BY STANLEY GEWIRTZ, EXECU- 
TIVE ASSISTANT TO THE PRESIDENT, AIR TRANSPORT ASSOCIA- 
TION; DR. MYLES ROBINSON, ASSOCIATE DIRECTOR OF RE- 
SEARCH; DONALD MARKHAM, ASSISTANT GENERAL COUNSEL; 
AND JOHN LUNDMARK, ASSISTANT EXECUTIVE SECRETARY OF 
THE AIR TRAFFIC CONFERENCE 


Mr. Quietey. Mr. Chairman, I had a few questions I would like to 
ask Mr. Tipton first. 

Mr. Roprno. Certainly, Mr. Quigley. 

Mr. Quieter. Mr. Tipton, I would like to go back a little bit over 
your testimony of yesterday, and particularly in regard to the meet- 
ing you had with Commissioner Denny. Do you recall when that 
meeting took place? 

Mr. 'Trpron. Do you mean the exact date or the time of day? 

Mr. Quieter. Yes; the exact date. 

Mr. Treron. No; I can’t remember the exact date. 

Mr. Quictry. There was testimony that it took place on April 13, 
and there was also testimony that it might have taken place on April 
23. Do you know on which of those two dates the meeting occurred ? 

Mr. Treron. No; I don’t have any recollection. 

Mr. Quictey. Could it have taken place on the 23d? 
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Mr. Treron. As far as I know, Mr. Quigley, it could. 

Mr. Quiatey. It could have? 

Mr. Tipron. It could have. 

Mr. Quieter. In other words, you wouldn’t be in a position to deny 
that it took place on the 23d ? 

Mr. Tieton. I would not be in such a position. 

Mr. Quieter. During that conference that you had with the Com- 
missioner, did you discuss the financial condition of the airlines? 

Mr. Tipton. In this sense: I stated the airlines’ position with 
respect to the general fare investigation, and said that the petition, 
which I expressed the hope that Mr. Denny would read, contained 
an excellent current statement of the financial condition and progress 
of the airlines. 

It is my recollection that I did not beyond that. In other 
words, I didn’t go beyond that, and actually discuss the financial con- 
dition, but referred Colonel Denny to those petitions where a discus- 
sion was contained. 

Mr. Quictry. Did you indicate, in even a general sort of way 
what the financial picture was as far as the airlines were concerned ¢ 

Mr. Tipton. I don’t recall doing so. 

Mr. Quiatey. You don’t recall indicating to him it was not exactly 
a rosy picture that you saw? 

Mr. Treron. No; I don’t recall doing so. 

Mr. Quieter. In other words, your recollection is that you merely 
indicated that the airlines were against the formal investigation and 
that the reasons for your position were set forth in the petitions 
that were before the Board ? 

Mr. Tieton. That is right. 

Mr. Quietey. And that you would hope that the Commissioners 
would be able to read those petitions? 

Mr. Treron. That is right. 

Mr. Quieter. Do you recall what time of day this conversation 
took place? 

Mr. Trrron. I can’t be too positive about that either, but I think 
it was in the morning. 

Mr. Quiatey. Were you familiar with the several memoranda which 
the various airlines had filed. 

Mr. Trrron. With the petitions; yes. 

Mr. Quiciey. Were they rather voluminous? 

Mr. Treron. They were, yes. They are quite voluminous docu- 
ments. 

Mr. Quieter. Do you recall how many there were? 

Mr. Trperon. I think there were 10 or 11 petitions. 

Mr. Quieter. How long would they have been on the average, 
that is how many pages? 

Mr. Treron. This is something of a guess, but I would say that 
they would average 20 pages long. 

Mr. Quietry. There were 11 of them? 

Mr. Treron. That is right. I should say I answered too positively 
there. There were 10 or 11 papers of that sort. 

Mr. Quiatry. So that if, after your conversation with the Com- 
missioner, and your request that he read these documents, he studied 
them and then appeared a short time later at the meeting of the 
Board, and said “Stuart Tipton was in to see me today, and persuaded 
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me that I ought to change my views on this subject” or stated “he 
convinced me that we ought not to go ahead with the formal investiga- 
tion.” Mr. Denny would have had very little time in which to read 
11 documents, each roughly 20 pages long, isn’t that the case? 

Mr. Kzatine. I call your attention, Mr. Chairman, to the form of 
the question if he did this. Of course, there is no evidence in the 
record that any such thing happened. 

Mr. Quieter. Of course, the gentleman from New York is obviously 
not recalling or conveniently forgetting the substantial part of the 
testimony that went before. 

Mr. Keating. Mr. Denny didn’t testify to that. 

Mr. Quieter. There was evidence as to the statement that Commis- 
sioner Denny made—— 

Mr. Keatine. I will be very happy to admit my error if you will 
refer me to any place where Mr. Denny said that his mind had been 
changed by the conversation with Mr. Tipton. I understood that was 
not the case. 

Mr. Roptno. That is subject to a check of the record. We can go 
on with the questioning. 

Mr. Quie.ry. This is a hypothetical question. If Mr. Denny did 
report to the Board that Mr. Tipton was in to see him today; and 
stated “I have a great deal of respect for the man, I have gotten to 
know him, and I am now persuaded that I was wrong in wanting to go 
forward with the formal investigation, I am convinced we should not 
have it, and that the airlines have no objection to an informal inquiry 
on the part of the staff’—if that was the sequence of events it is true, 
isn’t it, that Mr. Denny would have had very little time to comply with 
your request that he study the documents that the airlines had sub- 
mitted ? 

Mr. Trrron. I have a recollection—I believe I mentioned this yester- 
day—that Colonel Denny said that he was in the process of studying 
those petitions, as well as other material at that time. 

I think that has some bearing on the answer to the hypothetical 
question you just raised, possibly that could be checked into in order 
to reach a conclusion on that point. That is my recollection that he 
said something along those lines. 

Mr. Quictey. If the conversation which you had with the Com- 
missioner occurred on the 23d—you have already indicated that you 
couldn’t deny that it did occur on that date? 

Mr. Tieton. That is right. 

Mr. Quieter. That you don’t remember what date it did occur on? 

Mr. Tieton. That is right. 

Mr. Quictey. But if it did occur on the 23d and if that was the very 
same day on which the Commissioner reversed himself, he couldn’t 
very well have complied with your request and have made that detailed 
study that you hoped he would? [After a pause.] Is there an an- 
swer to that? 

Mr. Treron. I find some difficulty answering that for this reason: 
the question that is in my mind is whether he had read them before. 
T don’t know whether he had read them before or started to read them 
before, or what the exact time element was there. 
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Mr. Quieter. I refer to page 977 of testimony, Mr. Denny is 
testifying: 

I came into the Board and expressed rather as a matter of surprise—it was 
just a question of frankness on my part to tell the Board—that Mr. Tipton had 


been in to see me. I did not say what he had said to me to the Board. I simply 
said to the Board, “Stuart Tipton was in to see me today.” 


If Mr. Denny’s testimony is correct in that instance, he couldn’t very 
well have studied the several memoranda that you asked him to study? 

Mr. Tieton. If—I will have to be hypothetical too—he had not paid 
any attention to the material he had before him up until that morning, 
T would surely have to agree that he couldn’t have covered the material 
in that time. 

Mr. Quiciey. I am referring to page 1227 of testimony, and I was 
asking a question of former Commissioner Lee concerning the events 
that took place at the Board meeting on April 23. 

My question was: 

Did Mr. Denny in his statement to the Board give his reasons for changing his 
vote? In his statement to the Board giving his reasons for changing his vote, 
did he state that the airlines were opposed to a formal fare investigation as 
neing unnecessary and burdensome—that there was no objection to a staff 
study. 


Mr. Scott interjected there, and then Mr. Lee’s answer was: 


In effect he said that. 
Further question by Mr. Quigley: 


Did he state at the time of the Board meeting that his conference with Mr. 
Tipton had appraised him of the airlines’ position on the matter of the general 
fare investigation? 

Mr. LEE. I don’t remember. It was common knowledge that they were. It 
was in their petitions that they were opposed, and they set forth the reason. 

Mr. QuiIcLey. In the Board meeting of the 23d, did Mr. Denny state, after 
he had indicated that he had a conference with Mr. Tipton concerning the gen- 
eral fare investigation, that as a result of that conference, or at that conference 
he had been appraised or advised of the airlines’ position in the matter of a 
general fare investigation? 

Mr. Lee. To the best of my memory, but I could not quote any of his language. 
Mr. Denny gave the impression that as a result of that conversation with him 
that he was persnaded to change his vote. 


Would you say that that was an accurate summation of what had 
taken piace in the conversation ? 

Mr. Kerattne. May I call your attention, Mr. Tipton, to the fact 
that there was no evidence in the record yet to show to that effect. It 
is a very “iffy” question, Mr. Chairman, and it seems to me that if Mr. 
Quigley wants to ask a question like that, he ought to refer to some- 
thing in the record. 

Mr. Roprno. I think so far, Mr. Quigley, there is no indication that 
that was the case, and if we could stay away from the hypothetical, it 
would be preferable. 

Mr. Quictey. I said if the witnesses’ answers indicate that because 
of this conversation you had with Mr. Denny he was persuaded to 
change his mind you appraised him of the airlines’ position and the 
reasons for objection to the formal hearing—in the light of that evi- 
dence, would you say that would be an accurate or inaccurate appraisal 
of what took place at the time ? 

Mr. Keatine. Again, Mr. Chairman, it is the same thing rephrased. 
If there is any evidence in the record—I could be wrong about the 
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record, but I remember nothing that justifies either that question or 
the preceding question. aitia pal - 

I was charged with having a convenient memory. Now, if it is not 
my memory that is convenient, then I think we should be referred to 
the record about some such evidence as to that, or else the question 
should be withdrawn and framed in accordance with the record. 

Mr. Quietry. I would refer to page 945 and the testimony of Mr. 
Anderson. 

Mr. Roprno. Can you read from that ? 

Mr. Quiciey. Yes. 

Mr. Keatinc. What are Mr. Anderson’s initials ? 

Mr. Quictey. Mr. Anderson was the witness and he is identified as 
an associate of Mr. Pearson. In his testimony given under oath, he 
told about how he had had a telephone conversation with Mr. Denny 
concerning his changing his position and reversing his vote. I am 
quoting on page 1224 from Mr. Anderson's testimony : 


Mr. ANDERSON. I asked him— 


meaning Mr. Denny— 


whether he had talked to Mr. Tipton about it. He advised me that he had. He 
had discussed it with Mr. Tipton. I pointed out to him that I had talked on the 
telephone with Mr. Tipton, and had found him to be a persuasive man and asked 
whether he had influenced his— 

meaning Mr. Denny’s— 

decision. He— 

meaning Mr. Denny— 

replied that he had a great admiration for Mr. Tipton’s judgment. I asked him 
whether he had changed his vote as a result of his talk with Mr. Tipton. He 
replied that Mr. Tipton had presented to him certain facts and arguments which 
had led him to change his mind. 

In the light of that testimony, would you say that that is an accurate 
summary of what really took place at your conference with Mr. 
Denny ¢ 

Mr. Treron. I would say not. Of course, I can have no way of 
knowing the exact conversation that took place between Mr. Denny 
and Mr. Anderson. One thing I would like to point out here is that 
the conversation that Mr. Anderson refers to me did not relate to—in 
which he at least purports to have found me persuasive—this subject 
matter. 

Mr. Quicrey. I don’t think there was any inference along those 
lines. 

Mr. Tieton. My answer to your question is that I would be greatly 
surprised if Colonel Denny was influenced to change his vote by any- 
thing I said to him during that discussion. 

The discussion, as I recall it, is as I have testified here today. 

As I said, he was making a study of those petitions. They were 
- petitions in my opinion, and [ still hold that opinion. I re- 

erred them to him. I didn’t argue the merits. 

Consequently, I would be greatly surprised if his vote were changed 
as a result of that, though obviously I can’t testify or have any clear 
idea of the basis on which Colonel Denny went and changed his vote. 
That is a matter about which I can have no clear idea. 

Mr. Quieter. In this conference—— 
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Mr. Roprno. Excuse me, Mr. Quigley. Mr. Tipton, you had no 
clear idea either way ? 

Mr. Tipron. That is right; I have no way of knowing what changed 
Colonel Denny’s vote. 

Mr. Qutatey. Let me ask you this: In your conference with Colonel 
Denny, did you or did you not point out certain facts and certain 
arguments against the continuance of the general fare investigation ? 

r. Treron. It is my recollection that I did not. I have given my 
best recollection of the conversation I had with him that morning 
on this subject. 

Mr. Quicrey. In the conversation with the colonel, did you have 
any discussion about airline earnings? 

Mr. Treron. Airline earnings? 

Mr. Quieter. Yes. 

Mr. Tipron. I do not recall any discussion of airline earnings, apart 
from my reference to the petitions which the airlines had filed. ‘Those 
petitions, of course, contained the current information on airline 
earnings. 

Mr. Quietey. Your testimony is that except for your reference to 
the petitions and supporting memoranda, there was no further dis- 
cussion of the question of airlines’ earnings? 

Mr. Treron. That is right. 

Mr. Roprno. Have you concluded, Mr. Quigley ? 

Mr. Quieter. One further question. In this conversation, which 
I believe you testified, lasted anywhere from 30 to 40 to 60 minutes, 
did Mr. Denny ask you any questions relating to the earnings of the 
airlines ? 

Mr. Treron. No; it is my recollection that he asked no questions 
concerning the airlines’ earnings. I have no recollection of such a 
question. 

Mr. Quictry. I am referring to page 966 of testimony. The chair- 
man asked this of Mr. Denny: 

What were the questions that were asked? 

Mr. Denny. I asked him some questions. I can’t remember what they were, 
but they were related to the earnings of the airlines. 

Does that refresh your recollection ? 

Mr. Trreron. No; it doesn’t. I still have no recollection of a dis- 
cussion of airline earnings. 

Mr. Quieter. I have no further questions. 

Mr. Rogers. Mr. Tipton, you understand this committee is investi- 
gating antitrust matters in the airlines industry. That is the chief 
objective I believe you stated that you had been with the CAB; is 
that right ? 

Mr. Tieton. Yes, sir; I was with the CAB. 

Mr. Rogers. And had been with the Air Transport Association since 
that time? 

Mr. Treron. Yes; since 1944. 

Mr. Rogers. And after that service, as general counsel, you went 
to the position of president ? 

Mr. Tieron. That is right. 

Mr. Rogers. Have you at any time ever made a study of the law as 
to whether a regulated industry as provided in the Civil Aeronautics 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1501 


Act can violate the Sherman antitrust law? Have you ever made a 
study of that? 

Mr. Tieton. I think over the years we probably have made some 
studies which would bear on that question. I must say I couldn’t iden- 
tify one of them as bearing on that particular question. It is a ques- 
tion that arises, of course, in any business because the antitrust laws 
are generally applicable. ' 

Mr. Roars. Specifically, have you arrived at any conclusion as to 
whether or not an industry that is reguiated by the United States Gov- 
ernment can be in violation of the Sherman antitrust law? 

Mr. Tieton. I would not have any difficulty in concluding that an 
industry which is regulated by the United States Government is not 
automatically thereby exempt from the antitrust law. 

There are provisions in most of the regulatory statutes, as you, of 
course, know, Mr. Rogers, that under certain circumstances and gen- 
erally with the approval of the particular agency concerned an exemp- 
tion from the antitrust law is created, which carries two implica- 
tions: (1) that such exemption can be created in accordance with the 
statute—— 

Mr. Rogers. There is no statute in this case that would exempt mem- 
bers of the industry from that provision ? 

Mr. Tieton. Not generally speaking, but in the case of certain merg- 
ers, acquisitions of control, and the like, as well as certain specified 
types of contracts, if those transactions are submitted to the CAB and 
approved, those who are affected by the transactions are exempt from 
the antitrust laws. 

That is not unlike the corresponding provisions in the Interstate 
Commerce Act. 

Mr. Rocrrs. That leads to my next question: How do you get into 
the airline business other than receiving a certificate of public con- 
venience and necessity from the CAB? 

Mr. Treron. The Civil Aeronautics Board in past years has under a 
provision of the statute, section 416, issued certain exemptions from 
the certificate requirement to carriers. 

The exemption provision—I can’t quote it at the moment, but I 
have cited it—was generally that the Board may exempt from the 
certificate requirement, as well as other economic provisions of the 
act any carrier whose operations are limited in character or unusual 
in character. That, in general, is the provision. 

_ Mr. Rocers. Under that provision, has the Civil Aeronautics Board 
in the past issued exemptions to nonscheduled carriers? 

Mr. Tieton. They have. Since the enactment of the statute ex- 
emptions have been issued. Originally in the case of very small fixed- 
base operators, the Board issued exemptions which provided that they 
did not have to comply with the certificate requirement and some other 
requirements, 

_ In addition, I believe, in the 1946-47 period, the Board extended 
in effect that exemption to the nonscheduled airlines that were using 
larger equipment, transport-type equipment. 

Recently, the Board has issued a new order in which they have 
extended that exemption further. 

_ Mr. Rogers. Does that new order have any reference to an exten- 
sion element that permits the service at so many trips a month? 
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Mr. Trreron. That is the effect of the new order, that the carriers 
that were once exempt with respect to irregular or nonscheduled op- 
erations are now permitted to run a scheduled, advertised, air-trans- 
port operation, 10 trips a month between any pairs of points they 
decide to operate between. 

Mr. Rogers. We have had a great deal of discussion before this 
committee to the effect that only the grandfather carriers—those who 
were in existence prior to 1938—were the only ones who had scheduled 
airlines. 

In your statement yesterday on page 2, you made this statement: 
am new scheduled certificated carriers have received a franchise since 

I would like to hear your comments as to what the truth of that is 
in view of the charge that the grandfather certificated carriers have 
dominated the field. 

Mr. Tipron. Mr. Rogers, I always hate to do this, because I like to 
answer questions as they come, but on this particular question, in view 
of the extent to which the argument has been made before this com- 
mittee, it is an important one, and we have developed a rather exten- 
sive presentation which indicates the development of the various 
classes of carriers as they have been authorized, and if I may, I would 
like to reserve that to Mr. Gewirtz’s presentation because it will be 
covered, I think, very shortly and in detail, if I may. 

Mr, Gewirtz will go into that, and I will be here to answer any 
questions concerning it that you would care to ask me. 

Mr. Rogers. We have heard a good deal of testimony concerning 
the Goodkind reports. 

Mr. Gewirtz. The Goodkind memorandum. 

Mr. Rogers. Do you know what that consists of, because it has been 
alleged here that the Air Transport Association and the certificated 
airlines are using that as a way of creating this monopoly ? 

Mr. Treron. I would like to ask Mr. Gewirtz to answer that question 
with respect to the Goodkind memorandum if he may. 

Mr. Gewirrz. Mr. Rogers, the Goodkind memorandum in our 
opinion, and I think on analysis our opinion would be substantiated, 
has been distorted out of all it actually means. 

Let’s take just a moment for discussion as to who Mr. Louis Good- 
kind was at the time the memorandum was written before answering 
the question. 

Mr. Goodkind at that time was Chief of what was then called the 
Board’s Bureau of Economic Regulations. He was an adviser to the 
Board. He sat in no quasi-judicial capacity. 

Mr. Rocers. Let’s back up a minute. What was that position? Was 
it economic adviser? 

Mr. Gewrrrz. He was the Chief of the Board’s Bureau of Economic 
Regulation and in a sense its principal economic adviser. 

Mr. Rocers. Is that a Government-created agency or a private one? 

Mr. Gewirrz. No; that is a department within the Board, and I 
don’t know whether Mr. Goodkind fell within one or another of the 
various schedules. 

Mr. Rogers. Is that one of these dollar-a-year men? 

Mr. Gewrirtz. No; he was a paid civil servant. I don’t know 
whether he was, as I say, within one or another of the schedules that 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1503 


made him a permanent civil servant or whether he was a temporary 
civil servant. 

Mr. Rogers. But you stated he wasn’t an employee of the Civil 
Aeronautics Board. 

Mr. Gewirtz. He was an employee of the CAB. 

Mr. Roerrs. He was? 

Mr. Gewirtz. Yes, sir. 

Mr. Rogers. I misunderstood you. I thought you said he was not 
in the CAB. 

Mr. Gewirtz. In his capacity as the Board’s economic adviser, paid 
by the Government, he was concerned with the effectiveness of the 
economic regulations that the Board had at one or another time passed. 

The economic regulations, which were referred to in this so-called 
Goodkind memorandum, an internal piece of paper of advise to the 
Board and all the Board members, indicated that certain things were 
being done within the framework of the economic regulations, which 
in Mr. Goodkind’s opinion were not intended by the regulations. 

In addition to that, he pointed out that the Board’s enforcement 
office was having a considerable amount of difficulty in view of the 
shortage of manpower in the matter of violations of the Board’s eco- 
nomic regulations in enforcing them and in effecting compliance with 
them. 

He made certain recommendations as to what the Board should 
do. The final determination of what should be done was the Board’s 
determination. The Goodkind memorandum, in brief, was nothing 
more than a piece of paper from a Board employee to the Board mem- 
bers themselves on existing circumstances with recommendations as to 
what ought to be done to enforce the law, and if necessary change it to 
bring it within the conformity that the Board originally intended, 
in an effort to make it clearer. 

Mr. Rogers. Do I understand that there is an area in the law that 
the Civil Aeronautics Board has the authority to enforce as it relates 
to certificated carriers ? 

Mr. Gewrrrz. There is every authority in the law that the Board 
has a responsibility to enforce its regulation with regard to both cer- 
tificated and noncertificated carriers. 

Mr. Rogers. As to what was pointed out in this memorandum—that 
they were not complying with the law—you made reference to the 
fact that he made suggestions. Were the suggestions as to how to 
better enforce the law, or did the memorandum point out that due 
to economic conditions they were not living up to the conditions of 
the law? 

_Mr. Gewirrz. The memorandum was nothing more than Mr. Good- 
kind’s evaluation of section 292.1 which controlled the operation of 
irregular operators and submitted his views with regard to that. 

Mr. Rocers. That is the point I am getting at. As to the matter 
of enforcement, was there a suggestion regarding the nonscheduled 
carriers—was the memorandum directed to them alone? 

Mr. Gewirtz. That particular memorandum was directed to a reg- 
ulation which involved only the noncertificated carriers, or nonsched- 
uled carriers, or the large, irregular carriers. All of those are syno- 
nyms for the same thing. 

Mr. Rocers. They are in business without a certificate from the 
Civil Aeronautics Board? 
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Mr. Gewrrrz. That was within the framework of what Mr. Tipton 
referred to as the exemption which had been issued by the Board 
under section 292.1, as an economic regulation permitting certain types 
of operation by carriers who were relieved of the burden of getting 
certificates but at the time the regulation was issued, it was made 
aia clear by the Board and later opinions ee by the 
courts, that they were to be permitted only to fly nonscheduled and in- 
frequent operations, and that is how they got into the act. 

e reason that Mr. Goodkind wrote his memorandum was that the 
enforcements section was apparently having difficulty enforcing it, 
and things were running fairly wild in the field. 

Mr. Rogers. Was that during the time that you had the first air 
coach transportation in the field? Is that what the Board was trying 
to regulate 

Mr. Gewirtz. No; I don’t think it related to the question of whether 
these were air coach schedules or not coach schedules. It merely re- 
lated to the fact that operators who were engaged in nonscheduled 
operation under the Board’s economic regulations were violating the 
Board’s economic regulations. I don’t think it related to the nature 
of the service at all, Mr. Rogers. 

Mr. Rogers. Back to Mr. Tipton and your organization now, would 
you outline for us what the actual function of the Air Transport Asso- 
ciation is? 

Mr. Tirron. Certainly. The Air Transport Association is a trade 
association of all certificated scheduled operators that operate under 
the American flag. I believe we now have 47 members of the associa- 
tion, including the international carriers, the so-called domestic trunk- 
lines, the local-service lines, the airlines in Alaska, and the airlines in 
the other Territories. 

It covers broadly the entire air transport system of the United States 
both here and abroad. 

Mr. Keattne. Are all of the American airline carriers members of 
the association / 

Mr. Tieton. Virtually all of them, Mr. Keating. There may be 
5 or 6 that are not members at the present time. Virtually all of the 
American certificated carriers are members. 

The functions of the association generally fall into two broad classi- 
fications: operations and economic problems. 

The operations and engineering—our operations department, which 
is the largest of our departments, deals with air navigation facilities, 
air traffic control, and safety regulations. 

We maintain a clearinghouse for safety problems, distribution of 
information as to safety problems in order that all carriers are aware 
of any problems that arise. 

I believe that covers—— 

Mr. Rocers. Is the organization registered as a lobbying organiza- 
tion with Congress ? 

Mr. Trpron. Yes, sir. 

Mr. Roprno. The organization or individuals or both ? 

Mr. Treron. Both. I covered the operations branch. 

On the general economic side, we have a financial organization that 
deals primarily with matters of tax policy, with respect to the system 


of accounts that are prescribed by the Board, with respect to the 
reports that are filed by the carriers. 
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Common problems arising are dealt with by the association. We 
handle, as has already been pointed out, legislative problems for the 
carriers and are registered, as has been pointed out, under the Lobby- 


ing Act. 

Mir. Rogers. Do you exchange information among the various mem- 
bers of the association ? 

Mr. Trpron. Yes, various kinds of information are exchanged 
among the members. ! 

Mr. Rogers. Has the question of fares and rates been discussed 
— any of the association as to what policy should be in that 
regard ? 

Mr. Treron. Yes, in describing the general functions of the asso- 
ciation, I left out one fairly good-sized branch of the association deal- 
ing with traffic matters generally. 

In answer to your question, the Air Transport Association itself 
has nothing to do with the fixing of the rates for the carriers. Nor do 
we exchange information or reach agreements under normal circum- 
stances. 

With respect to rates, we publish, however, the Industry Tariff. 
We publish the entire passenger rate tariff for the continental United 
States on behalf of the carriers. 

Mr. Rocrrs. Where do you get the information to publish it? 

Mr. Tipton. It is bandied in this way: if the individual carrier 
decides he wants to change his rates, he issues instructions to the head 
of our tariff department and says in effect, change my rate from here 
to there to so much. 

Those instructions are binding unless withdrawn. They are filed 
with the Board. 

Mr. Rocers. You say they are filed with the Board? You mean 
not the association but the Civil Aeronautics Board ? 

Mr. Treron. Yes, our tariffs, as you know, are required to be filed 
with the Civil Aeronautics Board. A rate must be filed and pub- 
lished in our tariff 30 days before it becomes effective, and that is the 
function of that branch of the association. 

Mr. Rocers. Does that branch of the association ever get together 
and discuss what this fare should be on a particular route? 

Mr. Tieron. No, they don’t. 

This is the only way that the Air Transport Association works in 
that regard. We have in the past, and it is established policy by the 
Board, if the carrier or any carrier, wishes to have a general dis- 
cussion with the other carriers in the industry on rates, a request is 
filed with the Civil Aeronautics Board for permission to hold a 
meeting. 

Mr. Rogers. That is a meeting with whom ? 

Mr. Tieton. With all the carriers, or with the affected carriers. 
It might be all of the trunklines, or it might be the entire industry. 
They request the Board. They say, may we have a meeting, we want 
to diseuss—— 

Mr. Rogers. Take the competitive position from here to Chicago— 
suppose that American or Capital or United have something they 
want to discuss, could they get together and make a request to sit 
down and talk about the fare? 

Mr. Tieton. They could make a request or any one of them could 
make a request to discuss that, and that is presented to the Board 
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with the reasons why they want to have such meeting—with the Civil 
Aeronautics Board. I want to make that clear. 

Mr. Rogers. But first of all the application must be made to the 
Civil Aeronautics Board ¢ 

Mr. Treron. That is right. 

Mr. Rogers. Then if in their opinion, they want them to get to- 

ether 
: Mr. Tieton. They say all right, go ahead. They give approval to 
the meeting. Then you have a meeting. 

Mr. Rocers. Let me ask you this question: do you know of any 
requests that have been made by anybody to the Board for such 
meetings ? 

Mr. Tipron. I think there have been two requests for meetings 
within recent years. I am not as clear on that as I should be, and 
in order to give you the answer that is completely accurate, I would 
like to call on Mr. Markham, the assistant general counsel now of the 
association to answer that. 

Mr. Marxuam. I believe, Mr. Rogers, there have been 3, 2 of which 
were granted, and 1 of which was denied. The first one was solely 
for the purpose of adjusting the joint fares—that is the fares covering 
the transportation over two or more airlines—following the dollar 
increase back in 1952 or 1953, I am not sure which. 

Mr. Keating. That is how you are going to pick up this $90 
million ? 

Mr. Marxuam. No, sir; you see the Board had permitted the dollar 
per ticket increase to go into effect. That threw out of gear the many 
thousands of joint fares that are filed by two or more carriers covering 
transportation over their lines; that is, it did not affect the local fares 
at all. That is the purely on-line transportation. 

The carriers asl permission of the Board to get together to work 
out the adjustments in those joint fares. The purpose of that, let me 
say, was not to agree on fares. It was a procedure for exchanging 
notice with one another faster than could be done by mail. 

If they had had to exchange notices with one another purely by 
mail, it would have taken literally months in order to work out those 
adjustments. In addition to that, we would have had just a snowstorm 
of tariff pages being filed with the Board. We won have had new 
pages being filed virtually every day containing a few of the adjust- 
ments on which the tariff agent had received instructions. 

Mr. Rogers. That is one, and you say you know of two others? 

Mr. Marxuam. The second occasion was following the economic 
presentation which was made to the Civil Aeronautics Board by Mr. 
Johnson when he was president—— 

Mr. Rogers. Mr. Johnson ? 

Mr. Marxuam. Mr. Earl Johnson. At the time he was president 
of the Air Transport Association. 

Mr. Rogers. He occupied the same position that Mr. Tipton now 
occupies ¢ 

Mr. Marxuam. That is right, sir. 

He discussed with the Civil Aeronautics Board the current eco- 
nomic condition of the industry. It was his conclusion that the prob- 
lem of revenues was one that should be looked at. On behalf of the 
carriers he asked the Board to permit the carriers to get together to 
consider ways and means of increasing revenues. 
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Mr. Keatine. That was what year? 

Mr. Markuam. 1954. 

Mr. Keatine. When was the dollar increase deal ? 

Mr. Marxuam. Either 1952 or 1953, Mr. Keating, I can’t be sure 
from memory. 

The Board granted that permission only in part. The Board said 
that they ent not permit any joint consideration by the carriers of 
a general change in the fare level, either up or down. | 

They said that they would, however, permit the carriers to get to- 
gether for the purpose of considering ways and means of adjusting 
revenues, as far as fringe matters were concerned. 

For example, the no-show problem was one thing which they said 
that the carriers could get together to consider. That is, ways of 
eliminating the loss from no-shows. There were a number of very 
limited changes which the Board said they would permit the carriers 
to consider. 

Mr. Keratine. How is that policed? When these fellows get to- 
gether, is there some representative of the Board present ? 

Mr. Markuam. There was not at that time. It is policed on the 
basis, in the first place, that the Board hasn’t given approval of what 
the carriers have done, they simply permit them to discuss it. 

Then if any agreement is reached, it must be filed with the Board; 
and if any tariff changes result from the agreement that was reached, 
they must be filed. 'Then the Board must consider both of them and 
decide whether to approve or not. 

Mr. Keattne. Yes, but these fellows all get together in a room. 
They are told by the Civil Aeronautics Board they can only talk about 
certain things. 

They are all in the same business. What is the penalty if they talk 
about something else ? 

Mr. Markuam. Presumably the penalty would be that they are sub- 
ject to the antitrust laws to the extent that they go beyond the Board’s 
order. 

Mr. Keatrnc. Are they all lawyers? 

Mr. Marxnam. They had at least one of those meetings. 

Mr. Roprno. Did the lawyer report to anybody ? 

Mr. Markuam. To his clients. 

Mr. Krarina. You have outlined the two. What was the third 
request ¢ 

Mr. Markuam. The third request was similar to the first one. It 
was a request for an opportunity to adjust joint rates, and that was 
refused by the Board—I think it was granted on condition but was 
never actually used. 

Mr. Rogers. Was that a request that was made by the ATA to the 
CAB, or did the individual airline make it ? 

Mr. Marxuam. In the case of the first and third requests, they were 
made through the Air Transport Association on behalf of the car- 
riers. The second request, as I recall, was made originally by one of 
the carriers. 

I may be wrong on that, Mr. Rogers, but in at least one case the re- 
quest has been made by an individual carrier—I believe in the others 
it was made by the Association on behalf of the carriers. 

Mr. Rocers. Are you familiar with section 416 of the act which per- 
mits exemption from the antitrust laws? 
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Mr. Marxuam. 414, I think, is the exemption provision. 414 is 
the one that covers exemption from the antitrust laws. 416 is the 
one that covers exemption from other provisions of the Civil Aero- 
nautics Act. 

Mr. Rogers. Has there been any application by your association for 
any. exemption ¢ 

r. Marknam. Under 414? 

Mr. Rogers, Yes. 

Mr. Marxuam. There is no possibility of that particular procedure, 
Mr. Rogers. 414 applies where proceedings are brought under 408, 
which deals with mergers and acquisitions of control ; 409 which deals 
with interlocking relationships; and 412 which deals with the filing 
of agreements which is mandatory—all of those things are subject 
to Board approval, and if the approval is granted, then 404 provides 
that the parties affected by the approved order are exempted from 
the antitrust laws. 

Mr. Rocers. Is what you are saying in effect this: that if the air- 
lines get together—arrive at some a ent, be it a merger or what- 
not—and submit it to the CAB for their approval—doesn’t that auto- 
matically exempt them from the antitrust laws? 

Mr. MarxnaAm. With respect to that particular transaction. Under 
both 408 and 409 it is unlawful for the carriers to enter into a trans- 
action prohibited by those two sections unless you first get Board ap- 
proval. If the Board approves it, then the exemption from the 
antitrust follows. 

Mr. Rocers. Would it be fair to say that if the CAB approved a 
transaction that that in turn would exempt those parties to the agree- 
ment from the operation of the Sherman antitrust law ? 

Mr. Marxuam. In the case of transactions arising under 408, 409, 
and 412; yes,sir. There is no possibility, however, of just going in to 
= aor and saying, “Please, may we be exempt from the antitrust 
aws?” 

It must be the type of transaction which is approved under 408, 409, 
or 412. 

Mr. Roprno. Are there any further questions? 

Mr. Quietey. Yes. Mr. Tipton, would you say that in addition 
to the other functions that ATA performed, one of them might. be 
an attempt to recommend the choice of members on the CAB? 

Mr. Tipron. The ATA hasn’t made a general practice of that. In 
the past there may have been occasions where someone on the staff 
or the president of the ATA has expressed a recommendation for a 
member, but that is not a general practice; no. 

Mr. Quieter. Isn’t it a fact that there have been instances where 
the board of directors of ATA met with the specific purpose in mind 
and the specific item on the agenda of reviewing, considering, and rec- 
ommending people for vacancies on the CAB? 

Mr. Treron. There may well have been cases in the past in which 
the members of the Civil Aeronautics Board have been considered by 
the board of directors of the Air Transport Association. 

I cannot remember any instance where the board of directors of 
the Air Transport Association actually made a joint recommenda- 
tion with respect to members, but I have been there a long time, and 
it may well have happened on one occasion. 
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What I am saying, of course, is I can’t ever remember the board 
of directors of the Air Transport Association agreeing on who should 
be a member of the Civil Aeronautics Board. 

Mr. Keattne. It would be pretty hard to get them all together, 
wouldn’t it? é 

Mr. Tieton. It is my recollection that that has been impossible. 

Mr. Quieter. But the effort is made to reach an agreement among 
the members of the ATA, isn’t that right ? 

Mr. Tieton. Even on that, Mr. Quigley, not as a matter of general 
practice, not even an effort is made. 

Mr. Quietey. I refer you to a letter dated September 10, 1947, 
which was from E. S. Land, who, I believe, was then the president 
of Air Transport Association, to James A. Wooten, who is described 
as the president of the Alaska Airlines, in Anchorage, Alaska, and 
a copy, as I understand it, was sent to all presidents of all other air- 
lines who were members of ATA. 


In Mr. Land’s letter, he says: 


The Board of Directors of ATA held a special meeting in Washington on 
September 4, 1947, and one item on the agenda was the subject of prospective 
vacancies on the Civil Aeronautics Board. This matter was discussed at some 
length, and the president of ATA was directed to write to all of the presidents 
of the airlines who are members of ATA, requesting that they submit to the 
president of ATA the names of persons they consider qualified for these 
vacancies as they occur. 


The letter continues: 


From time to time rumors indicate anywhere from i to 3 vacancies on the 
Civil Aeronautics Board during the next 6 months. While these rumors can- 
not be definitely confirmed, it is my opinion that all hands should be alerted 
to these possible vacancies, with the idea of having suitable names submitted 
for membership on the Board when and if vacancies occur. On our part, 
advance action is necessary in order that we may be in a position to back up 
out candidates at the earliest practicable date. 


The letter concludes: 


In view of the foregoing, it would be very much appreciated if you would 
give this matter serious consideration and advise me of your nominations and 
recommendations in the premises. It is important to have the reasons for 
your recommendations in order that we may present a united front. 

Sincerely yours, 
E. S. Lanp, President. 


Mr. Chairman, I would like to offer that in evidence at this point. 
(The above-mentioned document is as follows :) 


{Personal and confidential] 
SEPTEMBER 10, 1947. 
Mr. James A. Wooren, 
President, Alaska Airlines, Inc., Anchorage, Alaska. 


Dear Mr. Wooren: The board of directors of ATA held a special meeting in 
Washington on September 4, 1947, and one item on the agenda was the subject 
of prospective vacancies on the Civil Aeronautics Board. This matter was dis- 
cussed at some length, and the president of ATA was directed to write to all of 
the presidents of the airlines who are members of ATA, requesting that they 
submit to the president of ATA the names of persons they consider qualified for 
these vacancies as they occur. 

From time to time rumors indicate anywhere from 1 to 3 vacancies on the 
Civil Aeronautics Board during the next 6 months. While these rumors cannot 
be definitely confirmed, it is my opinion that all hands should be alerted to these 
Possible vacancies, with the idea of having suitable names submitted for member- 
Ship on the Board when and if vacancies occur. On our part, advance action is 
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necessary in order that we may be in a position to back up our candidates at the 
earliest practicable date. 

In view of the foregoing, it would be very much appreciated if you would give 
this matter serious consideration and advise me of your nominations and recom- 
mendations in the premises. It is important to have the reasons for your 
recommendations in order that we may present a united front. 


Sincerely yours, 
E. 8S. Lanp, President. 


Attached letter to following: 

James A. Wooten, president, Alaska Airlines, Inc., Post Office Box 2200, An- 
chorage, Alaska 

R. M. Love, president, All American Aviation, Inc., 210 Greenhill Avenue, Wil- 
mington 99, Del. 

R. S. Damron, president, American Airlines, Inc., 100 East 42d Street, New York 
iv, . & 

C. R. Smith, president, American Overseas Airlines, 1437 K Street NW., Wash- 
ington 5, D. C. 

T. E. Braniff, president, Braniff Airways, Inc., Love Field, Dallas 9, Tex. 

Dioniosio Trigo, president, Caribbean Atlantic Airlines, Inc., Post Office Box 
3214, San Juan 14, P. R. 

George W. Snyder, Jr., president, Challenger Airlines Co., 518 Felt Building, 
Salt Lake City, Utah 

Carleton Putnam, president, Chicago & Southern Airlines, Inc., Municipal Air- 
port, Memphis 2, Tenn. 

Sigmund Janss, president, Colonial Airlines, Inc., 630 Fifth Avenue, New York 
20, N. Y. 

Mr. Robert F. Six, president, Continental Air Lines, Inc., Municipal Airport, 


Denver, Colo. 
Mr. C. E. Woolman, president, Delta Air Lines, Inc., Atlanta Municipal Airport, 


Atlanta, Ga. 

Mr. E. V. Rickenbacker, president, Eastern Air Lines, Inc., 10 Rockefeller Plaza, 
New York 20, N. Y. 

Mr. Joe Lux, president, Empire Air Lines, Inc., Post Office Box 268, Boise, Idaho 

Mr. Jose. L. Dyer, president, Florida Airways, Inc., Post Office Box 591, Orlando, 
Fla. 

Mr. Stanley C. Kennedy, president, Hawaiian Airlines, Ltd., Post Office Box 
3287, Honolulu 1, T. H. 

J. W. Miller, president, Mid-Continent Airlines, Inc., 102 East Ninth Street, 
Kansas City 6, Mo. 

H. S. Darr, president, Monarch Air Lines, Inc., Stapleton Airfield, Denver 7, 


Colo. 
G. T. Baker, president, National Airlines, Inc., 3240 Northwest 27th Avenue, 


Miami 37, Fla. 
Paul F. Collins, president, Northeast Airlines, Commonwealth Airport, Boston 


28, Mass. 

Mr. Croil Hunter, president, Northwest Airlines, Inc., St. Paul Municipal Air- 
port, St. Paul 4, Minn. 

A. G. Woodley, president, Pacific Northern Air Lines, Anchorage, Alaska 

J. T. Trippe, president, Pan American World Airways, Inc., 135 East 42d Street, 
New York 17, N. Y. 

Harold J. Roig, president, Pan American-Grace Airways, Inc., 7 Hanover Square, 
New York 5, N. Y. 

C. Bedell Monro, president, PCA, Washington National Airport, Washington, 
D. C. 

T. H. Davis, president, Piedmont Aviation, Inc., Smith Reynolds Airport, 
Winston-Salem 1, N. C. 

R. J. Smith, president, Pioneer Air Lines, Inc., 1822 Republic Bank Building, 
Dallas 1, Tex. 

James G. Ray, vice president, Southwest Airways Co., 1414 Westwood Boule- 
vard, Los Angeles 24, Calif. 

LaMotte Cohu, president, TWA, 101 West 11th Street, Kansas City 6, Mo. 

W. A. Patterson, president, United Air Lines, 5959 South Cicero Avenue, Chieago 
38, Ill. 

T. C. Drinkwater, president, WAL & Inland, 6060 Avion Drive, Los Angeles 45, 
Calif. 

Jos. Garside, president, E. W. Wiggins Airways, Inc., Metropolitan Airport, 
Norwood, Mass. 

Francis M. Higgins, president, Wisconsin Central Airlines, Clintonville, Wis. 
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Mr. Keatinc. Mr. Chairman, does the gentleman have any infor- 
mation since 1953 of this kind ? 

Mr. Quieter. I have none. 

Mr. Scorr. I have one question. Isn’t this just about what that 
letter says: 

Dear Mr. Wooten; 

W’re not exactly rootin’ 

For any particular name 

But if one comes up, 

With whom we can sup 

Please consider the same. [Laughter.] 

Mr. Roprno. Mr. Tipton, did you say a while ago that that is not 
a practice with the Air Transport Association now? 

{r. Treton. Yes, that is not a practice with the Air Transport As- 
sociation now. As a matter of fact, it is my recollection that the 
results of that letter were nil. 

Mr. Roprno. Do you mean there was no candidate suggested by the 
Air Transport Association who was actually chosen ? 

Mr. Treron. No candidate was suggested by the ATA, it is my 
recollection. 

Mr. Keattne. I guess your members gave all kinds of answers to 
that letter. 

Mr. Tipron. I would be greatly surprised if we had any answers 
at all. 

Mr. Roprno. You probably had a lot of clambakes though. 

Mr. Treron. It is possible, but that effort was not a successful effort 
even to develop a list of candidates. 

Mr. Roprno. This is just “iffy,” but if there were such a practice, 
would your board of directors approve, if there were such an attempt? 

Mr. Treron. I don’t know. They might possibly approve. I 
couldn’t even guess on that. 

Mr. Quietey. Would you say, Mr. Tipton, that the efforts of the 
board in 1947 didn’t succeed mostly because you couldn’t agree on a 
candidate ? 

Mr. Treron. You would have had at least two problems: one, get- 
ting an agreement even on a list of candidates, and probably quite a 
long one; and the second problem would be to persuade the appointing 
authorities that these men or any one of them were good ones. 

_ Both of those, as I said, we never got through the first question 
in that case. The second problem would have been a very difficult 
one, even if we had gotten to it. 

_ Mr. Quieter. In this particular effort that I made reference to back 
in 1947, on the part of the President and the Board of Air Transport 
Association, wouldn’t that pretty much boil down to a situation where 
the regulated were seeking to choose the regulators? 

Mr. Trperon. I don’t think so. I think it is a perfectly sensible 
thing to do, to take an interest in the caliber of the appointments to 
the regulatory agency if you are regulated by that agency and to 
make recommendations for good men, if such men are available. 

It seems to me that that would be a good thing to do. That neces- 
sarily doesn’t mean that if you make a recommendation for a good 
man that that man will be appointed, but I think it is a perfectly 
sensible thing to do. , 
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Mr. Quieter. In su ting or defending such an approach or a 
policy, don’t you shaamien the danger or the ibility that the a 
pointee, if he were named to the Board, might find himself in the 

ition where he was under an obligation to the industry that might 
difficult to keep separate and apart from his obligation to protect 
the public interest ? 

r. Trrton. No, I don’t think that is a danger. The type of thing 
that I am talking about is a standard practice among bar associations, 
as _ know. 

_ The bar association, the bar of a particular court, if a vacancy comes 
in a particular court, will often agree upon a list of half a dozen 
names of men that they regard as proper candidates for the judicial 
vacancy, and they will submit those to the appointing authority and 
*"— that one of them be chosen. 

_ That is a standard practice and one followed by bar associations 
in many places. I for one have thought it was a good one. 

Mr, Quic.er. Mr. Tipton, you are not seriously suggesting that this 
situation is comparable with the bar association recommending pos- 
sible appointments to the court, are you? 

Mr. Tipton. I think it is; yes. 

Mr. Quieter. You don’t see that in one sense a lawyer is an officer 
of a court and in this instance it is not an officer of the court making 
the recommendation, it is the litigant who must appear constantly 
that is making the recommendation ? 

Mr. Scorr. Would the gentleman yield there? Let’s change it from 
“lawyer” to “doctor.” If the American Medical Association is called 
on to recommend a physician to the Department of Health, Educa- 
tion, and Welfare, would such a physician be expected to owe his 
allegiance to the Department of Health, Education, and Welfare and 
— le of the country or to the American Medical Association? 

r. sent Is the question addressed to the gentleman from 
Pennsylvania ? 

Mr. Scorr. No; it is addressed to Mr. Tipton, if the gentleman from 
Pennsylvania will yield. 

Mr. Trrron. I don’t think recommendations of that sort result in 
the appointee’s having allegiance to anybody except the proper func- 
tioning in his job. 

Mr. Scorr. i would like to make the same point with respect to the 
requests of the pnt of Labor, for example, that representa- 
tives of the A. F. of L. and CIO will appear to represent labor. 

It is true the views and opinions of the great body of the organized 
labor is represented there, but it is expected that there allegiance 
will be to the Government and the country. 

Isn’t that correct ? 

Mr. Tirron. That is my understanding. 

Mr. Keatrno. It is perfectly proper for those unions to make that 
recommendation. 

Mr. Scorrt. Yes; I think so. 

Mr. Rogers. I think we could agree that you have at least a mini- 
mum amount of interest in who would be appointed ? 

Mr. Tipton. I think we have at least a minimum amount of interest 
in who may be appointed. 

Mr. Rocers. Let me ask you this question: We have had a great 
deal of testimony here, as to how the airlines got started and how 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1513 


the Government subsidized them when they began. Then we had a 
lot of testimony that the airlines were more or less permitted to 
file a rate, and if the CAB approved it, that became the rate. Then, 
of course, in the last few years, according to testimony given here, 
most of them have been put on their own feet. 

The question, which ae is not in the legislative jurisdiction 
of this committee, but which I want to ask you, is whether or not your 
association has given any consideration to some method whereby au- 
thority may be placed with the CAB or other regulatory bodies to 
ascertain whether or not a fair and reasonable rate is actually bein 
maintained by the certificated airlines so that the public is protec 
in that regard. ew s 

Have you given any thought to ec gta legislation that this 
Congress could act on so that everybody would be protected? 

Mr. Tieton. As you know, Mr. Rogers, the present Civil Aeronau- 
tics Act provides the same statutory machinery for regulating rates 
in the domestic carriage that the Interstate Commerce Commission 
has with respect to rails and motor carriers and the like. 

In other words, the Board has the power, as do those other agencies, 
to determine whether a rate is fair and reasonable. If they find it 
is not, they have the right to change it, to actually fix it. 

Consequently, I believe as far as the stautory authority that you 
are referring to is concerned, that statutory authority is there, and the 
Board has that power, and the Board pretty constantly exercises it. 

Mr. Rogers. As I understand, most of the evidence here is that 
whenever a certificated line desires to file a rate or schedule, they do 
it, and it is approved. 

I don’t believe that there is any evidence here of the Board having 
ever undertaken to ascertain what the capital investment may be in 
order to arrive at a conclusion of what a fair return on investment 
should be, due to the fact that the air industry is new and in the stage 
of development. But they have no standard or gage by which to 
arrive at a conclusion. 

Now, since we have had at least 18 years’ experience since the 
Aeronautics Act was passed in 1938, is there enough experience in that 
18 years that would make the CAB exercise this authority and by 
exercising it remove certain discriminations? In fact, I think some- 
body testified here, it would cost as much to go out to New Mexico 
as it would to Los Angeles, Calif. 

The question I am asking is whether or not the CAB should begin 
to exercise its authority based upon investment, or is this such a 
changing industry that it is impossible to do so? 

I would just like to have your comments in that regard. 

Mr. Tieton. I misunderstood your question originally, Mr. Rogers. 
The question actually is one which relates more to the Board’s statu- 
tory power—they have got the statutory power. 

Your question raises the question as to whether the time has come 
now when the Board should exercise it, presumably through a general 
rate investigation, because return on investment would be involved 
and studied and in which the costs of the carrier would be studied 
and the like—that question was also raised in general terms last 
<— or yesterday morning, just when the committee was called to 

e House. 
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The question was raised with me—— 

Mr. Rogers. I am sorry I wasn’t here. 

Mr. Tipron. It wasn’t the same specific question, but it bore on 
the same thing. In other words, as T Wasdecetand your question, it is 
whether the time has come now when the Board should conduct a 
general fare investigation. 

The Board regulates the carriers’ rates all the time. They file rates, 
they are suspended, withdrawn. It is a constant process of exercising 
that, but in general terms the studies of the sort that you are talkin, 
about, the question is, Should we have a general fare investigation 

The question having been raised last evening, and being an ex- 
tremely important one, I took a little time and noted down my com- 
ments on that, and if 1 may, I would like to read this to you. 

Mr. Roverers. Yes; please do. 

Mr. Tieron. Thescheduled airline industry does not oppose, endorse, 
or fear a general investigation of passenger fares. 

Such an investigatiton would hold both advantages and disadvan- 
tages for the industry. 

Among the reasons we do not oppose an investigation are these: 

1, Any thorough investigation would prove beyond doubt that sched- 
uled air service is one of the best bargain buys in the country today. 

2. An investigation would publicize the fact that we have reduced 
prices despite rising costs, used most of our available funds to pro- 
vide better service; held 1956 fares, which are still declining, to 1938 
levels; and are actually offering a large volume of service, far superior 
to 1938’s in quality, at fares as much as 17 percent lower than 1938's. 

3. An investigation would kill any notion that the airlines have 
enjoyed excessive profits; a need for greater earnings would be 
demonstrated. 

4, An investigation would serve to acquaint many persons, in and 
out of Government, with both our achievements and our problems. 

Those four points would, we are certain, be included among the ulti- 
mate findings of any investigation, and we therefore do not fear 
the ultimate outcome of an investigation. 

But before its end, an investigation would impose severe penalties, 
almost punitive in nature, upon the industry. Here are some of the 
reasons why we do not endorse an investigation : 

1. The industry—and the Government—would expend great quan- 
tities of time and money to prove what is already known by any- 
body familiar with the economics of the industry—it would be like 
spending a fortune to prove that water is wet. 

2. Our fares have Toot subjected to scrutiny continually and re- 
peatedly by the Civil Aeronautics Board, despite the impression, quite 
unaccountably given, that our fares have never been studied. 

3. Generally speaking, investigations of the type proposed create 
doubt as to an industry’s future. While all doubts would be removed 
at the conclusion, uncertainty meanwhile would have been created 
over a long period and at a time when the domestic and international 
trunklines are assuming heavy financial burdens in order to introduce 
the revolutionary improvements of jet service, and when smaller com- 
panies are also undertaking financing programs aimed at better service. 

Mr. Rogers. Can I interrupt you there ? 
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You mean by that that those in the industry can or cannot ascertain 
what the cost would be in connection with those changes ? 

Mr. Trrron. When we talk about revolutionary changes in our serv- 
ice, those changes are truly revolutionary because we will be putting 
into service airplanes at much larger capacity and of completely dif- 
ferent type and power, jet power. _ sor 

We have made one step in the industry toward putting into serv- 
ice the turboprop, but this new step will be with respect to jets. It 
will be much larger airplanes, it will be much faster airplanes. 

Many uncertainties are involved in the acquisition and operation 
of those airplanes. In the first place, while our current largest equip- 
ment costs in the neighborhood of $2 million, these will cost somewhat 
over $5 million apiece, and we therefore have the problem of paying 
for a large number of them. 

It will be in the neighborhood of $1,500 million in the new-equip- 
ment program. 

Now that money we have to finance. 

The second uncertainty is that it will be a new airplane, and our 
experiences with new airplanes is that costs are extremely high upon 
their introduction ; that is, you have to gear the entire airline to handle 
the larger and different equipment, and those costs will, we know, be 


high. 

Mr. Rogers. How will you determine what your prospective reve- 
nue may be? 

Mr. Treron. That we do not know either. We have made estimates 
of the level of traffic. Needless to say before acquiring the airplane 
we had to make estimates of the level of traffic which we expect to 
develop not only through the natural development of our industry but 
because of these new airplanes. 

However, those are estimates, and we have had our estimates not be 
right on occasion, and consequently there is that area of uncertainty. 

Mr. Rogers. Well, now you talk about the uncertainty of cost, the 
uncertainty of estimated revenue. 

Is there any uncertainty as to the ability to go get the money to buy 
the planes and try this out? 

Mr. Treron. Well, there are some carriers who have acquired this 
equipment at the present time in the midst of their financing. 

The other carriers have completed their financing. 

Others that obviously will be involved in the acquisition of these 
airplanes have not ordered them yet, and consequently have not done 
their financing yet. 

When I say that they are obviously involved in this new-equipment 
operation, what I mean is that there are some carriers in vigorous 
barry eric y with those who have bought the equipment that have not 
yet bought the equipment and they will have to get themselves in a 
competitive position where they can meet the competition with these 
new airplanes, and thus are forced to buy them. They have not 
bought them yet in some instances. 

I will not identify individual carriers here. Those carriers will 
testify before the committee. But to specifically answer your ques- 
tion, there is that uncertainty with respect to the financing of this 
equipment by certain carriers. 
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Mr. Rooers. That is, you think that the competitive situation in the 
certificated airlines industry is such that it is impossible for one or all 
of them to arrive at any definite conclusions as to what they may do 
in the future? 

Is that one of the reasons why you feel that a fare investigation at 
this time would be detrimental ? 

Mr. Tipton. The competitive situation in the industry as it relates 
to equipment is now and always has been violent, and that is one of 
the reasons that our fleet is the finest in the world. 

There will be no consultation as between carriers on what equipment 
to buy and when to buy it, and consequently the elimination of a lot 
of these uncertainties is quite impossible, so that my point here in 
discussing the disadvantages of a general fare investigation is that a 
general fare investigation does, over, say a 2-year period, during the 
time when it is going on, raise questions as to the revenue of the car- 
riers at the conclusion of the investigation. 

Now of course the revenue of the carriers and the possibility of 
estimating it is tough enough, but here is a specific instance where 
those revenues and their level will be uncertain. 

They will be uncertain until the Board actually concludes the in- 
vestigation, we think by endorsing present revenue levels. 

But whether those who loan us the money will have that same 
opinion of such an investigation we do not know. That is one of the 
disadvantages of having a general fare investigation at this time. 

Mr. Rogers. Well, as you recognize, the jurisdiction of this com- 
mittee is not over the CAB, but our jurisdiction is to ascertain whether 
or not the combination of the certificated airlines and the action of 
the CAB has resulted in a violation of the Sherman antitrust law. 

Now do you feel that competition is such now, and the uncertaint 
in the industry as to its future development is such that the pas wit in| 
lines and the CAB will stay absolutely free of violating the Sherman 
antitrust law in any particular in the future? 

Is competition actually carried out in good faith between the cer- 
tificated airlines? 

Mr. Trpron. As we described, we have described this with respect to 
rates particularly. If the airlines care to agree on other phases of 
their business and enter into a contract which is written down and 
imposes contractual obligations on them and is filed with the CAB, 
then that can be approved by the Board, and if it is approved, then 
they are exempted. 

nd we are not suggesting that there be any general exemption from 
the antitrust laws by the airlines. The present statute does not con- 
template any such thing, and we are not suggesting any such thing. 

Mr. Rogers. No; but it has been suggested that the action of those 
who have certificated lines coupled with the past activities of the CAB 
nae resulted in freezing out all of those who want to get into the 
industry. 

Now you said that there is competition within the industry. You 
state here, I think on page 2 of your statement, that the committee 
nee? rejected any so-called accusation against your group and 

e . 

What I ano Saying 00 et 19 0 from you as to whether or 
not there is such a competitive condition in the air industry that those 
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who have a certificate can perform adequate service, and at the same 
time give to the public a decent fare for services rendered, so that there 
is not a likelihood that the public will suffer in the end. 

Now that is what I was trying to get at. 

Mr. Tieton. As you point out, in my statement yesterday I vigor- 
ously rejected any notion or any charge that the certificated airlines 
of the United States have been oie in a conspiracy to keep others 
out of this business. 

There just can be no doubt about the firmness of our denying that. 
We have urged and we will urge before this committee that the Civil 
Aeronautics Act be complied with in authorizing the entry of new 
carriers into the air transport business. 

That we have urged, and as I say, we will continue to urge. 

Mr. Rocers. You urge it on the theory that they should all be 
in there equally, is that right, under the same regulation ? 

Mr. Treron. It has been our view and [I think it is fundamental 
in the Civil Aeronautics Act that you have one kind of regulation 
for the air transport industry, that you cannot have a group of car- 
riers that are strictly regulated a held to certificates of conveni- 
ence and necessity with the obligations that come with them, and 
have another group of carriers that do not have to undertake those 
obligations. 

That makes an intolerable discriminatory situation between two 
classes of carriers. 

Mr. Keattna. That is a noncertificated carrier doesn’t have the 
same obligations as a certified carrier ? 

Mr. Tipton. He has no obligations at all under—— 


Ae Keating. Don’t the safety regulations apply to the nonsched- 
ule 


Mr. Tieton. Yes. 
I am glad oe asked that question. They do have obligations to 


comply with the safety regulations. But in terms of service they have 
no obligations. They have no obligations to maintain or to continue 
service to any city. 

Mr. Keattna. In other words, if you have got a scheduled flight 
and there is one passenger there you have to Selo hina 

Mr. Tieton. We have to take him. We have to move when we say 
we will move. 

If you have a certificate that says we will serve a city, we have to 
serve it. Not only do we have to serve it, but we must provide ade- 
quate service to that city. 

If the city decides that we are not providing adequate service, they 
can go to the Civil Aeronautics Board and say, a“ this airline do 
better by us. 

Mr. Tine. Can an individual do that? 

Mr. Tieton. I would say “Yes.” There is no restriction on the per- 
sons who may raise that question. 

Mr. QUIGLEY. Te interrupt there? 

Mr. Keating, I think you gave our present chairman the chance 
he has been looking for on that service to Denver. 

Mr. Tipton. I think the service to Denver is going to be very sub- 
ey eg increased as a result of actions strictly in accordance with 
the Civil Aeronautics Act. 
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Mr. Keatineo. Not in accordance with congressional pressure ? 

Mr. Quieter. Mr. Tipton, am I stating it fairly when I say that 
your attitude, or the attitude of ATA which you are expressing on 
this question of a general fare investigation, is substantially different 
in May of 1956 than it was in April of 19532 

Mr. Treron. Yes. I think it is different. It is different in this 
respect. That at that time the parties to that case, which were most 
of the trunklines I believe, were directly and immediately opposed 
to that investigation. 

What we are suggesting now, and I have listed a number of the 
advantages and disadvantages from the standpoint of our industry 
as well as the public having such an investigation, I think the point 
to be considered now and the important thing is that before starting 
an investigation, the Board consider this matter carefully, because 
they will be launching something that carries with it very considerable 
dangers to the industry and carries with it a lot of work for them- 
selves and for us. 

Mr. Keatine. Does it carry with it the possibility that fares might 
go up instead or down ? 

Mr. Tieton. I think it does; I think it does. It clearly does that. 

Mr. Keratine. What do you think is going to happen if we have 
that investigation ? 

Mr. Tieton. It is awfully hard to forecast exactly what would 
happen. I think that there is a far better chance of the Civil Aero- 
nautics Board winding up this investigation with an established in- 
crease in fares, at least in some branches of our service, than that 
they will come out with a general reduction in fares, because in the 
course of the investigation it will surely be pointed out that airline 
fares, unlike most prices for anything else, and unlike most prices 
for any form of transportation, are just slightly higher right now 
than they were in 1938, and they are on their way down. 

Mr. Kearrna. Is that not true of other modes of transportation ¢ 

Mr. Tieton. In other modes of transportation, and we have a chart 
on this which Mr. Gewrrrz will show you at a little later time, he 
is going into that in detail because it is very important that the com- 
mittee have a fair picture of the progress of our fares. 

This industry is vagy are of the record it has made in keeping 
prices down when nobody else was keeping them down. 

We have kept them down, as I say, to 1938 levels, and the reason 
we have been able to keep them down is because each one of these 
carriers has, in addition to introducing additional efficiencies in its 
operation, has been acquiring new equipment, new types; not merely 
new airplanes but new types of equipment for the past 10 years. 

Each one of which permitted him to reduce his unit cost. That has 
not been done with respect to other forms of transportation. Other 
forms of transportation have had their costs go up, and necessarily, 
their rates to the public go up. 

I suppose any of us who are constantly forced to buy things are 
aware of the fact that anything else is up in the neighborhood of 
ws 2 ge since 1938, and sometimes up higher. 

r. Quieter. Mr. Tipton, am I reading into your testimony right 
along these lines something that is not there? 
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Do I sense on your part a serious concern that once fares are set, 
once tariffs are set by the CAB, if they would be set low you would be 
stuck with them ? 

Mr. Treton. Actually I had not considered that point and I should 
have, because we look at the case with respect to other forms of 
transportation. 

Whenever they want to change a fare or a rate, their fares and 
rates are fixed by the Commission. They have no flexibility. They 
cannot do anything upon their own initiative. They must go to the 
Commission and say “Can we have an increase,” or “Can we have 
a reduction,” for that matter. 

So that once you have the rates fixed by a regulatory agency, you 
are locked, and must have a proceeding any time you want to change 
them. 

Now the industry has been placed—— 

Mr. Keatine. That is true now; is it not? 

Mr. Trpron. Not with respect to us. 

Mr. Keating. You mean you can change your fares? 

Mr. Tipton. We can change. It is actually only a slight dif- 
ference in procedure, but I think a very important one. e file a 
tariff which changes, for example, increases the rate 10 percent. We 
file that tariff with the Civil Aeronautics Board, and if the Board 
does not suspend it, that rate goes into effect. 

Mr. Keatine. How long do they have to act on that? 

Mr. Tieton. Thirty days. Thirty days is the figure. If they sus- 
pend it then there is time for—— 

Mr. Keatrno. That is the way the railroads do it? 


Mr. Tripron. That is oar the same thing except that the rail- 


roads, since a large part of their rates have been fixed in previous 
proceedings, they must in addition go to the Commission and seek 
authorization to change their rates. 

As I said, it is a slight difference in procedure, but I think it is 
important because it has given the airlines flexibility in establishing 
their fares that would not have been available if they, at every change, 
had to go and ask the Board if they could. 

Mr. Keattne. The railroads cannot file a new tariff until they have 
gone to the ICC and gotten permission ? 

Mr. Tipron. In very large areas—for example, they just finished a 
proceeding before the ICC in which they went and asked for an in- 
crease of I believe 6 percent in their passenger fares. 

Now that they have gotten that approval, they will file their tariffs 
and put the rate into effect at the time prescribed by the Commission. 

Mr. Quieter. Mr. Tipton, the thing that has bothered me most in 
this entire hearing, examining everything that has been spread on 
the record, is, looking at it from my point of view, what I consider a 
scandalous abdication of responsibility on the part of the CAB. 

_ Tam referring particularly to the testimony that we had very early 
in this hearing about this so-called hold-the-line policy. 

Now I consider that complete abdication of the functions, the duties 
and the responsibilities of the Board. 

If the fares that are now being charged by the airlines are too high, 
I think it is a definite duty of the Board to look into the matter and 
to fix rates that are fair to the industry but are fair to the traveling 
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public. And by the same token if the fares now being charged by 
the airlines are too low, I do not think that the CAB can duck the 
aes by merely saying, “We have adopted a policy of holding the 
ine. 

I think they are under an obligation to be on top of this tariff 
question all the time, so that if you go into a question of a general fare 
investigation and if due to circumstances beyond your control, you 
make estimates that are proved to be too low in your future costs, 
you ought not to be driven to the wall merely because you have to move 
heaven and earth to get your rates adjusted upward. 

And by the same token, I do not believe any airline in this country 
should be allowed to go on charging an exorbitant rate indefinitely 
merely because the CAB won't get around or does not get around or 
just does not face up to the problem. 

If we are not going to have competition in this business at least if 
we are not going to have all-out competition, and nobody wants that, 
we have got to have regulation on the part of an independent agency. 

I think that was the intention and the purpose of the Congress in 
the act that was passed. 

The thing that has bothered me in this whole question of fares and 
fare investigation is that for a variety of reasons, good, bad or indiffer- 
ent, over a long period of time the Board has just waltzed around 
this question of fares and tariffs and what the rates should be. 

I do not think that that is the intention of the Congress or the 
purpose of the Board. I do not think that is its function. When 
they take this negative approach, I think they are automatically 
running the risk of being unfair to somebody, either the industry or 
the traveling public or perhaps to both. 

That is the thing that has been bothering me, why the Board cannot 
be on top of this question of tariffs the way it should be. 

Every time I buy a railroad ticket, it seems to me I pay a different 
rate for the same trip. 

The railroads with all their problems of getting their rates obanaed 
seem to change their rates oftener than they change their timetables, 
and I never know when a train is going to run Sead never know what 
it is going to cost me. 

Now if that can be the situation in the railroad industry, if rates 
on the trains can go up and down like a thermometer, with every 
change of season or every change of the calendar, I see no reason why a 
comparable situation could not exist in the airline situation. 

aybe that is not good. Maybe there is too much flexibility in the 
railroad situation but we ought not to have the situation that I think 
exists in the airlines industry where the Board consistently over 
period of years, from the beginning as a matter of fact, has never 
really faced up to what I consider its responsibility to set standards 
as to what a fair rate of return ought to be to the in . Itshould 
constantly keep check and tabs on those standards and see that the 
industry gets what it is fairly entitled to, and not, over an extended 
period of time, get any more that. 

Any benefits, any savings that can be made should be passed along 
to the general public. And Vary wet is my basic complaint about 
the whole functioning of the from its inception. . 

Mr. Tieton. I think, Mr. Quigley, that ess to say, the airlines 
that want to change their rates in one way or another have often got 
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into arguments with the Civil Aeronautics Board that has insisted 
upon holding a line in a particular direction, and therefore I surely 
cannot take a position that the industry has approved the actions of 
the Civil Aeronautics Board in the way they have handled rate 
regulation. 

ut one thing I do think I should say, and I am going to ask Mr. 
Markham to expand on this a little bit. I do think in listening to the 
testimony before your committee and in reading some of it, that an 
impression has gotten abroad that the Board has not in its history done 
a job under its ratemaking power. 

Now there will be a debate as to whether it was a good job or a bad 
job, but they have kept on top of these rates, sometimes in our opinion 
too much. But they nevertheless have done extensive work in the 
rate regulation field. 

I would like to have Mr. Markham, who has been working in the 
rate regulation field, on rate matters for quite a while give a very brief 
history of the matters that the Board has undertaken with respect to 
commercial rates. 

Mr. Quieter. May I comment there on the basis of my experience 
as a practitioner before other agencies other than the CAB before I 
became a Member of Congress? Ifa client had come in to me in 1952— 
is that when you got the dollar increase ¢ 

Mr. Tipton. Yes. 

Mr. Quictry. If a utility client had come in to me in 1952 and 
showed me that the overall profits for the industry at that time were 
14.9, as high as they had ever been in the entire history of the industry, 
I certainly would have advised that client that this is certainly not the 
time to go in and ask for a rate increase. I would have given such 
advice because I know that I probably would not have secured the rate 
increase for them but I would have lost and had a very disappointed 
client since I suspect the answer would have been that the rates would 
have been reduced. 

Mr. Tipton. I hope you will stick with us on this one because we 
are at least going to try to prove to you that your present impression 
of airline profits and the need for them and their level is quite different 
from the one you expressed. 

I think ait I hope that when we have completed our statement, our 
detailed statement on the economics of the industry at that time as 
well as now, you would change the advice to that client, because there 
are great differences that we will demonstrate between the air trans- 
port industry and the ordinary utility, particularly in terms of rates 
of return; and that there are other differences which this committee 
must give attention which will, we hope, change the impression that 
you have now. 

Mr. Quieter. But the basic problem as I see it is that the Board 
has never made a full and complete study to set up the standards 
whereby they would pass judgment on any application for a rate in- 
crease or a rate decrease. They have just been going along kind of 
playing the thing by ear, and there are no set standards such as we 
are familiar with in the railway industry or the power industry or 
the water utility industry whereby you have a formula or a standard 
which is set and where rates of return are based on it. 

_ Now I appreciate that in your industry, as new as it is and growing 
in the fashion that it has, that it might have been very difficult to set 
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up standards in 1938 or 1942 or 1947, but it seems to me that somewhere 
along the line in the last 18 years the Board should have established, 
* the basis of an overall study, some basic and fundamental ground 
rules. 

In other words, I feel that the Board has just never gotten the 
thing started on a fundamental basis so that the airlines or anybody 
else who has had any dealings with them knew from day to day where 
they stood, so that an attorney could actually say, on the basis of the 
Board’s standards, this is what you can honestly hope to expect. 

There just does not seem to be any such standard that this Board 
has ever set up or, to my way of thinking, shows any inclination to 
set up. 

They just want to continue to hold the line, regardless of whether 
that line cuts across you and hurts you in the industry or cuts across 
me and hurts me as a member of the traveling public. 

I just feel that they have not done the job that they are supposed 
to be doing. 

Mr. Tieton. If I may, I would like to comment particularly on the 
matter of establishment of general standards. 

The Board, with the exception of establishing subsidy—the Board 
does have standards there of specific rates of return that they think 
are right, but let’s leave that out because your question does not relate 
to it and my comment will not either. 

In the case of the establishment of commercial rates, in the first 
place in the carrier industries where you have a very highly competi- 
tive situation, I know of no regulatory agency, and in the Federal 
Government that would be the Interstate Commerce Commission, 
that has established a standard and says that you can make 6 percent 
or 9 percent or 10 percent and you cannot make any more, and you 
must not make any less. 

I know of no established standard of that sort by the Interstate 
Commerce Commission. The regulatory practice of the Commission as 
far as I know has never included the establishment of such a standard. 

Mr. Quieter. There may not be any what we might refer to as 
statutory regulations, but the case-by-case decisions of the ICC over 
a long period of time pretty much inform the practitioner as to what 
he can hope to be able to get. 

Mr. Tieton. That is a matter of judgment which you can arrive at, 
and in the case of the fixed monopoly utilities like electric companies 
and gas companies and the like, as I recall those industries are marked 
in their regulatory agencies by the establishment of a fixed rule; it is 
7 percent on their investment, possibly. 

n any event that is fixed, and if they begin to fall below that why 
they quickly go into their regulatory commission and get an increase 
so that they get 7 percent. 

That is a practice that has not affected the carrier industries, and the 
reason it has not is because they are so highly competitive. 

You cannot ever expect to establish that sort of standard for them. 

In the case of the air transport industry, and I do not know much 
about the other industries but I would think it would be true of them, 
TI do not think a fixed standard should be established because the estab- 
lishment of a standard and the establishment thereby of a level of 
earnings would be a most dangerous thing, I think, for any industry 
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that is as greatly affected by general economic conditions and traffic 
conditions as the carrier industries are. 

Specifically with respect to air transportation, when the industry is 
faced with, as it is now, actually as it always has been faced in matters 
of degree, it is just more extensive now, with revolutionary changes in 
their operations, the necessity of acquiring outside capital in tremen- 
dous amounts, you would have a different requirement for revenue un- 
der those circumstances than you would when you have a perfectly 
stable industry that can expect to move along on an even line. 

Mr. Quieter. I could bring you in a thousand railroaders who 
would argue that they are in a perfectly stable industry. But go on. 

Mr. Treron. Yes; I think surely the railroads are in a more stable 
situation than the airlines are. 

Mr. QuictEy. Comparatively SE 

Mr. Treron. The instability with which they are affected right now 
is a reduction in passenger traffic which is giving them all considerable 
concern. 

But in the case of the air transport industry I would hope as surely 
as I can see ahead, that the Civil Aeronautics Board will never estab- 
lish a standard which would fix the level of airline revenues. I think 
it would be dangerous, I think that they would be imposing upon an 
industry that is dynamic, a stability that it should not have. 

I said to Mr. Quigley a moment ago that I would like to ask Mr. 
Markham to put into the record the activities of the Civil Aeronautics 
Board in connection with airline rates. 

Mr. Keattne. Had you completed your statement with regard to 
the general fare investigation ? 

Mr. Tipron. In the course of our discussion I did complete it; yes. 

Mr. Quieter. Do I understand when we reconvene at the next hear- 
ing that you will be back with the same witnesses? 

r. Tipton. Yes; we will all be back. We will be at the committee’s 
disposal as long as the committee will listen to us. 

Mr. Rocers. As I understand it, the next witness is Mr. Gewirtz? 

Mr. Tipton. Before he goes on, I think it would be useful to the 
committee to have Mr. Markham give this brief history of the Board’s 
ratemaking actions which I referred to in talking to Mr. Quigley, 
if that is all right with the committee. 

Mr. Rogers. Yes; let him go ahead. 

Mr. Markuam. I would like to comment on Mr. Quigley’s statement 
that the Board has abdicated its responsibilities as far as commercial 
rates are concerned. 

I think that must be based either on the fact that inadequate facts 
have been brought before your committee or perhaps some misin- 
terpretation of them. 

The fact of the matter is that the Board has been continuously active 
on the subjects that you mentioned, Mr. Quigley; for example, the 
question of investment and proper measure of profits has been one that 
has probably taken more time on the Board’s part than any other one 
question over its entire history. 

Now, to be sure, that question has been investigated primarily in 
connection with cases which formerly involved commercial rates, but 
from the very beginning, in view of the fact that mail rates in the early 
days were supposed to include subsidy, the Board has been acutely con- 
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scious of this question of investment and of a proper measure of 
earnings. : 

And practically every mail-rate case—and there have been literally 
hundreds of them, has involved a very thorough investigation into the 
question as to what investment there was in the business, what the 
expenses have been, what revenues were available apart from the mail 
pay, and what a proper measure of profits was. 

And this measure of profits question is one that has been mooted 
before the Board continuously since 1938 and is still being mooted. 

As Mr. Tipton said, it is a point on which we do not agree with 
the Board, but we certainly cannot accuse the Board of having paid 
no attention to it. 

It has been a very important issue in all of those mail rate cases 
which have also involved the question as to whether the carrier was 
taking advantage of his revenue producing opportunities from other 
classes of traffic. 

There have been cases in which contentions have been made, and 
the Board has itself given indications from time to time, that the 
carrier ought to rely more heavily on his passenger traffic by increas- 
ing rates or perhaps by decreasing rates, and trying to attract addi- 
tional passenger revenues, instead of relying on the mail pay to make 
up the difference. 

But passing that for the moment, and I suggest to you, sir, that 
if you will read just a few samples of the mail rate decisions of the 
Board, particularly in recent years, you will find that the problems of 
investment and proper measure of profit which you say the Board has 
not touched on, have been issues in every one of those major cases, 
and have been very hotly mooted issues. 

Mr. Quictry. Could I interrupt there to ask what percentage of 
revenues would be represented in the mail rate question ? 

Mr. Marxuam. It has ranged from the early days where all of the 
carriers were dependent on mail revenues even to break even, up to 
the point where now a very small percentage of the trunk carriers 
are dependent on mail revenues. 

But nevertheless the question as to what the proper rate of pay was 
for carrying the mail, with or without subsidy, has also involved the 
question as to investment, overall return, whether measured by a per- 
centage of investment or otherwise, and whether or not the revenue 
producing possibilities of the other classes of traffic were being prop- 
erly exploited by the carrier. 

Now, switching away from those cases which, I suggest, contain 
ample evidence of a very active interest on the part of the Board in 
those questions, when you get to the passenger fares themselves, I 
think you will find that, instead of a general hold-the-line policy or a 
general stability, passenger fares have been going up and down like 
a monkey on a string, particularly since the war started. 

The carriers were required by the Government, at the beginning of 
the war, to discontinue all of their promotional activities, including 
their promotional discounts on passenger traffic. 

The result of that was a general increase in yield from passenger 
revenues. In 1943, in connection with a number of mail rate cases 
that were pending, the Board expressed its concern about the in- 
creasing level of passenger yield and issued a show cause order direc- 
ted to I think, 10 or 11—— 
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Mr, Quieter. That was when ? 

Mr. Marxuam. In 1943, if my memory serves me correctly, issued 
a show-cause order directed to some 10 or 11 of the carriers as to why 
they should not reduce their passenger fares so as to produce a 10- 

ercent reduction in passenger revenues. 

In other words, the Board’s reaction at that time was that the high 
load factors and the elimination of the promotional discounts that the 
Government had required at the beginning of the war, were producing 
excessive passenger revenues and that the fares were therefore too 
high. 

‘And they issued a show-cause order. Hearings were held in the 
case of a number of the carriers who were made respondents to that 
order. 

They were all, as I recall, consolidated with pending mail rate cases 
also. But before the proceeding was concluded, the carriers them- 
selves voluntarily filed reductions approximating 10 percent in their 
passenger fares. 

Mr. Quieter. But there again the Board waltzed up to the problem 
but never really got into it. 

Mr. Marxuam. It waltzed up to the problem as far as formal pro- 
ceedings were concerned. 

It faced up to the problem as a result of very careful analysis of 
the problem that were being made in connection with the mail rate 
cases as far as a proper return on investment or whatever other 
measure of profits was regarded as appropriate. 

And as I say, that issue is one that has been continuously mooted 
since 1938 between the carriers and the Board. 

Mr. Quieter. May I interrupt there? 

Mr. Marxuam. Surely. 

Mr. Qutetry. In 1943 what percentage of the industry’s revenue 
was coming from mail rates ? 

Mr. Marxuam. I could not tell you that from memory. 

Mr. Quictry. It would have been substantially greater than it is 
today, certainly as far as the trunklines are concerned. 

Mr. Marxuam. I am not so sure that that is true, because you will 
recall that during the war the carriers lost about half of their equip- 
a to the Government, and were forced to operate at very high load 

actors. 

In fact, the airline fleet during the war was totally incapable of 
handling the traffic, even the priority traffic, that was offered to it. 
The result was that there was a very sharp increase in passenger and 
express revenues, so that I cannot tell you from memory whether the 
percentage today corresponds with the percentage in 1943, but cer- 
tainly the percentage in 1943 from mail revenues was, I think con- 
tT lower than it had been previously, and lower than it became 
ater. 

Mr. Quictry. We had testimony from the Comptroller General 2 
days ago in which he indicated that at the present time about 15 percent 
of the total airline revenues now come from mail rates. 

Mr. Marxuam. I have no basis for questioning that from memory. 
But you did have a general passenger fare reduction of 10 percent, 
approximately 10 percent in 1948, which was the direct result of a 
formal proceeding instituted by the Board. 

77632—57—pt. 1, vol. 3 ——8 
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Mr. Quietey. And which the airlines themselves a to? 

Mr. Marxuam. I do not know whether you can call it agreed to or 
not, because certainly in those cases, in those cases that were heard, 
the airlines were taking the position that that was not the time to force 
a fare reduction. 

Nevertheless, I think they probably felt that it was better to go ahead 
and file it than it was to spend cananadate time fighting about it under 
the circumstances that existed in 1943. 

Mr. Quictey. Well, wasn’t that basically your attitude in 1953 
and on the basis of what Mr. Tipton said here earlier, isn’t that still 
your basic objection to a general fare investigation, that you don’t 

now what is going to come out of it, and you are afraid of it for 
that reason and so not happy about it ? 

Mr. Marxuam. If I understand Mr. Tipton’s statement of our posi- 
tion at the present time, it is not that we are concerned about what 
will come out of it. It is that we are concerned about the impression 
that it will create primarily in the minds of the people who have to 
provide the financing that we have to raise, in the meantime, during 
the pendency of it. 

But may I continue this history ? 

You had a 10 percent passenger fare reduction in 1943, you had 
another one in 1945, which again was a direct result of action taken 
by the Board. 

The Board at that time proposed a very sharp reduction in the mail 
rates of the so-called big four carriers. 

In the course of that proceeding, for perhaps the first time, the 
Board got into the question as to the relative distribution of the cost 
burden among various classes of traffic, and the conclusion was reached 
that, because of the fact that equipment was so short and we were 
still faced with the problem of trying to meet demand, that any 
class of traffic displaced any other class of traffic, and for that reason 
that all classes of traffic should bear an equal burden. 

The result of it was that the passenger fares were reduced, I believe 
express charges were also reduced, in order to provide an equalized 
revenue basis on all classes of traffic. 

In other words, each class of traffic, since it would displace the other, 
was supposed to bear an equal burden and they were all reduced to 
approximately 45 cents a ton-mile, or 414 cents a passenger-mile. 

Mr. Quietey. And was that done more or less on the basis of a stipu- 
lation of all parties concerned ? 

Mr. Markuam. I do not think that there was ever an order actually 
issued in that case that required it, but it was done as a result of the 
development of facts in the course of that proceeding. 

Then in 1947 the Board became so concerned about the financial con- 
dition of the industry generally and of some carriers who were virtu- 
ally at the point where they could not met their next payroll, that the 
board instituted another proceeding in which they sought to increase 
revenues and because they were afraid that some carriers would g0 
under unless the proceeding were expedited in some fashion, the 
Chairman of the Civil Aeronautics Board called to his office all of his 
presidents of the airlines and told them that he wanted them to agree 
on a 10-percent increase in passenger fares to incorporate it in the 
form of a formal agreement and file it with the Board. 
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And that was done, so that you had a 10-percent increase in 1947 
resulting directly from the action taken by the Chairman of the Board 
at that time. 

You had a similar incident in 1948 except that it did not produce 
the same results. 

You must recall that during 1946, 1947, and 1948, the airlines had 
their own private depression. Business generally was booming. Ours 
was not. For the only time in our history our traffic leveled off and 
dropped. 

Our 1948 traffic, if I recall, was lower than our 1946 traffic, and 
in a period of about 2% years, the domestic airline industry lost 
$40 million, and it was during that period that the Board, the Chair- 
man of the Board, on 2 occasions called the carriers in and told them 
that the Board wanted an increase in passenger fares to relieve the 
very imminently dangerous situation that some carriers faced and the 
industry generally faced. 

The first resulted in an increase. 

The second one did not result in any agreement as far as I can 
discover. Instead the carriers went off in a dozen different directions 
with their own ideas as to what needed to be done to improve revenues. 

Some of them put in discounts, the round trip discounts were re- 
established, the family fare plan was tried along about that period, 
and you had a tremendous amount of experimentation by the carriers 
on how to improve their revenue situation. 

Since that time you have had a number of readjustments in reve- 
a many of which have been dictated by the Board in an informal 

ashion. 

There have been no formal proceedings since then with the excep- 
tion of the 1953 proceedings that has been discussed. 

But the carriers have been kept pretty well informed as to what the 
Board’s views were on increasing or decreasing fares, and while it has 
been handled informally, the carriers have not had very much doubt 
at any given point as to what the Board was willing to approve and 
what the Board was not willing to approve. 

The day-to-day action on tariff aan plus the statements of the 
Board on such matters as coach policy, for example—and there have 
been a whole series of them during the period of 1949 through about 
1952 or 1953 in which the Board released at least annual statements of 
its policy on coach fares, in some of which it was very bearish and 
in some of which it indicated that it was willing to encourage exten- 
a and reductions in fares, extensions of service and reductions of 

ares. 

But you have had a very active part in connection with passenger 
fares taken by the Board continuously since at least 1943. 

And I do not mean this the way it may sound. 

While an attorney practicing in Pennsylvania who is not watching 
the activities of tle Board and whose familiarity with them may come 
largely from reading published opinions would have trouble knowing 
at a given time what the Board’s policy was, the carriers themselves 
have not been left in very much doubt as to what the Board’s policy 
_ at any given time, and that policy has fluctuated just as the fares 

ave. 

Mr. Quic.rey. The thing that bothers me on that score is not that 
I would not know about that back in my law office in Harrisburg. 
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The thing that bothers me is whether the Board was giving the right 
answers the wrong answer from the public’s point of view or from the 
industry’s point of view. ee 

I certainly have managed to get the impression in this hearing, and 
I think the Comptroller General of the United States has come to 

retty much the same conclusion—that in all these instances the Board 
itself was acting either rightly or wrongly without ever really facing 
up to the basic problem involved; that they have never really gone 
into the question, into the extent and into the detail that it is neces- 
sary for the Board to formulate an overall intelligent policy on what 
the fare situation should be in the industry. 

They have used a ae technique; they have moved, as we 
sometimes complain about in our foreign-policy situation, from crisis 
to crisis and met it the best way they could in that particular instance, 
and then everybody just kind of sat back and hoped that the bottom 
would not fall out or that the top would not blow off. 

But they have never faced up, in my opinion—and I think the his- 
tory you are reciting here just tends to confirm it—they have never 
faced up to their basic responsibility of regulating this industry and 
regulating it ae: 

And I think intelligent regulation, fair regulation, necessitates that 
the Board have available to it all of the facts all of the time; that 
because they make an intense study in one directon in 1937 or 1943 
or 1945 does not, in my opinion, justify them ducking other impor- 
tant aspects of the question year after year after year. 

I don’t know what would come out of a general fare investigation. 
I don’t know whether the fares would be increased. I dont’ know 
whether they would be decreased or I don’t know whether you would 
come up with a combination of such results. 

But I feel very strongly, as I think Mr. Campbell indicated in his 
testimony 2 days ago, that the Board is not and has not over a long 
period of time been facing up to its responsibility. 

And that responsibility, as I see it, is to get the facts, all of the facts, 
and not just get them in 1947 or 1953 or 1956 and then sit back and 
ae have them forever. 

ou could have a general fare investigation start tomorrow, and by 
the time it would be completed there might be changes in the industry 
that would make certain findings and conclusions outmoded. 

And, as I say, they have got to keep on top of this all the time if 
they are going to do the job they are supposed to do. 

But they have never gotten in and done the spadework that I think 
is essential if the job is going to be done right. 

Q ag Marxuam. May I make just this additional comment, Mr. 
uigley: 

As you have just pointed out, facts in this business are very transi- 
tory and very temporary. They change almost from day to day, cer- 
tainly as far as economic conditions are concerned. So that you have a 
very legitimate question as to whether the best way to stay on top of 
a business like our business is to hold a formal proceeding which will 
extend over a period of 18 to 36 months in which you are largely bound 
to a formal record, or whether it is better to proceed partly formally 
and partly informally. 

Now it is the latter procedure that I think the Board has been fol- 
lowing. They have had almost continuous mail-rate cases pending 
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before them which have brought into them the information they need 
on investment, on expenses generally, on revenues generally, and in- 
cluding this question as to what profits are needed at a given time to 
permit the carrier to carry out those programs that are contemplated 
including reequipment programs, so that you have had a procession of 
hundreds ot Seca proceedings involving the principal issues that 
would be involved in a general revenue case or a general passenger- 
fare investigation. 

In addition to that, you have had more or less continuous staff studies 
made based on the very complete information that we are required to 
file with the Board as to current operating statistics, current oper- 
ating results, and, of course, they have all of the tariffs on file, so that 
the Board has 90 percent of the information in hand all the time which 
a general passenger-fare investigation or any other formal proceeding 
of that type would be likely to produce. 

They ok to be sure, never had a general Pasrengis tee investiga- 
tion, as such carried through to completion. But they have had this 
combination of hundreds of mail-rate cases involving many of the 
major issues that would be involved in such an investigation, plus in- 
numerable staff studies based on the material that is constantly on file 
at the Board, and which is more current than the evidence introduced 
at the beginning of a general passenger-fare investigation would be 
at the time the Board undertook to decide the case. 

Mr. Quieter. Of course, you realize that it has been made pretty 
clear in the evidence that has been put before this committee that even 
the so-called staff study of the general-fare question which was sup- 
posed to be pursued in lieu of the general-fare investigation which was 


flagged down in Apel of 1953, never really got off the ground. 
Mr. 


Marxuam. May I comment on that? 

The only part of that staff study that I have ever seen, and I do not 
know whether it represents the sum total of what was produced or not, 
but the only part of that that we have ever seen was a rate structure 
study which was a document approximately so thick [indicating], 
and to anyone who does not know any more about rates than I do, it 
struck me as being just a very impressive job of analyzing the existing 
rate structure and the various questions that might be raised con- 
cerning it. 

Now, whether there were additional portions of that study com- 
pleted, I do not know. 

But I don’t think it is quite fair to say that the thing never got off the 
ground, if that one document which we have been permitted to see is 
any sample. 

regarded that as just a very impressive document. 

_Mr. Quieter. It may have been a very impressive document but it 
did not go into the overall question, the important question of the 
adequacies of fares, whether they were too high or too low or just 
right, which is the basic question involved. 

r. Markuam. But that is the question, Mr. Quigley, which it 
seems to me is automatically inveaved in all of these hundreds of mail- 
rate cases that are conducted. 

If you are talking about the general level of earnings from various 
classes of traffic, they do get at that in the mail-rate cases. 
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Another branch, to be sure, of your passenger-fare investigation 
would be the question of the rate structure and not the rate level. 

And it was to that second part that the staff study was devoted. 

But this question of the general level of earnings and the amount 
of burden to be borne by each class of traffic is something that the 
Board automatically gets into in these mail-rate cases. 

Mr. Quictry. That is an interesting contention, but of course I 
again refer to the evidence that has been brought forth in this record, 
and it has been consistent in this one point. The staff of the Board 
has been consistent in its recommendations that a complete overall 
study be made preferably by a formal hearing, but if not that, by a 
complete study at the staff level. 

Now I have difficulty harmonizing your point of view that the 
staff has all of this information at its fingertips, and the consistent 
attitude on the part of the staff that they most of all need the informa- 
tion that could only be gained from a general fare investigation. 

Mr. Marxnam. There may very well be additional information 
that they would like to have, but I think it is also worth pointing out 
in this connection that under section 407 of the Civil Aeronautics Act, 
the Board is in a position at any time to get any information it wants 
from the industry. It is not necessary to start a formal investigation 
ever to get information that is needed by the Board for its own 
regulatory purposes. 

Mr. Quictey. Of course you also recognize that while the Board 
has that power and the power to institute a general fare investigation, 
as a practical matter despite all of the abortive attempts in both direc- 
tions, they never really have gotten around to it. 

Mr. Marxuam. They have gotten around to asking for an awful 
lot of information, and they have an awful lot more on file at any 
or time than could be put in in the course of weeks and weeks of 

earings. 

Mr. QuieiEy. Maybe our problem is that they just have not gotten 
around to reading it. But in any event, the record seems to be clear 
that no general fare investigation has been made, and the staff study 
that was supposed to be undertaken in lieu of that formal hearin 
may have gotten started, but it certainly has not been pursued wit 
anything that would even faintly resemble vigor. 

And that is the thing that bothers me, not what will come out of 
any such investigation or not what will come out of any study, but 
why, over a period of 18 years, the Board has just never gotten around 
to doing it. 

They may have a lot of excuses, they may have a lot of reasons. 
Some of them may be quite valid. But the fact is the job just has not 
been done. 

Mr. Marxuam. Has not been done in that form, that is correct. 

Mr. Quiaetry. In either form. I am not a stickler for formality. 
I recognize that you can sometimes get the facts in an informal 
fashion much quicker and much easier than you can in any formal 
proceeding, but in either approach, the record is clear beyond contra- 
diction they have not done either. 

They have not faced up to the problem in either 1 of the 2 possible 
ways in which it could have been done and which I think it must do, 
in fairness to the industry and in fairness to the traveling public. 
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Mr. Rogers. Mr. Gewirtz, you are the next witness and we agreed 
to go until 1 o’clock if you want to or adjourn and come back 
Wednesday at 10. 

Now what is your pleasure? 

Mr. Gewtrtz. I think from that point of view of the fact that 
it would be fairly fruitless to talk for about 20 minutes and just dip 
into a subject which certainly has tremendous ramifications. It would 
be, I think, better from the committee’s point of view if I were to 
start on Wednesday with the advantage of a number of hours ahead of 
me and proceed on that basis. 

It issubject to your pleasure, sir. 

Mr. Rogers. Of course we know we have got to eat every now and 
then. 

Mr. Tipton. I think, Mr. Chairman, that we would prefer, if it is 
just as convenient for you, to suspend at this time and come back 
Wednesday and start again. 

Mr. Rogers. All right then, if that is all right with you, because I 
do not want to cut anybody off so we will adjourn until Wednesday 
at 10 o’clock. 

The committee is now adjourned. 

(Whereupon, at 12:35 p. m., the subcommittee was adjourned, to 
reconvene at 10 a. m., Wednesday, May 10, 1956.) 
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MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 
(Airlines) 


THURSDAY, MAY 10, 1956 


Hovse or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE J UDICIARY, 


Washington, D. C. 


The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
846, Old House Office Bulldin , Hon. Peter W. Rodino, Jr., presiding. 

Present: Representatives Balins, Rogers, Quigley, Keating, Mc- 
Culloch, and Scott. 

Also present: Herbert N. Maletz, chief counsel; and Kenneth R. 
Harkins, cocounsel. 

Mr. Ropino. The committee will come to order. 

Our first witness will be Stanley Gewirtz, vice president of the Air 
Transport Association. 

Mr. Gewirtz. 


TESTIMONY OF STUART TIPTON, PRESIDENT, AIR TRANSPORT 
ASSOCIATION; ACCOMPANIED BY STANLEY GEWIRTZ, EXECU- 
TIVE ASSISTANT TO THE PRESIDENT, AIR TRANSPORT ASSOCIA- 
TION; DR. MYLES ROBINSON, ASSOCIATE DIRECTOR OF RE- 
SEARCH; DONALD MARKHAM, ASSISTANT GENERAL COUNSEL; 
AND JOHN LUNDMARK, ASSISTANT EXECUTIVE SECRETARY OF 
THE AIR TRAFFIC CONFERENCE 


Mr. Gewirtz. Mr. Chairman and gentlemen of the committee, 
thank you for the opportunity of being heard. Id like to echo again 
the expression of appreciation that Mr. Tipton made when he started 
emer ae at the opportunity that you have provided us to be 

eard. 

I think, specifically, some of the questions that have been raised here, 
particularly as to fare levels and the possibility of excessive profits 
in our industry, are most certainly legitimate questions of inquiry in 
terms of our industry. 

_ It is our hope that we will be able to answer them to your satisfac- 
tion here and now. And in that connection we have prepared for the 
committee a rather broad outline of an economic study that we have 
made just for that purpose. 

This broad outline may be seen in the papers before you, supported 
by quite a few charts and the tables accompanying the charts. 
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We have particularly prepared the presentation that way, in order 
to provide you gentlemen with the utmost opportunity to question 
us at any time that you find that a point we make is obscure, or may 
at any time seem invalid to you. 

I would hope that I could have your indulgence during the course 
of that questioning because in the case of Mr. Markham, Mr, Lund- 
mark, and Dr. Robinson, we have some men from the association who 
on many of these matters are more competent than I. And, of course, 
we can always turn to our President, Mr. Tipton, if all else fails. 

You will recall that in Mr. Tipton’s opening statement he set forth 
the general thesis based upon which we offer our testimony. I should 
like at this time to add two additional things, both in a sense derived 
from the theme that he set out. 

Mr. Roptno. Pardon me. Is it your intention to introduce this into 


the record ? 

Mr. Gewirrz. Yes, sir. I talked with the reporter at the outset 
in terms of where the charts would appear and in order to save him 
the problem of figuring it out, I thought subsequent to the presenta- 
tion we would put them into the appropriate place. And, in fact, 
we will introduce them into the record, I think appropriately as we 
go along. 

Mr. Roprno. I think it may be well if we get the summary of your 
testimony in the record at this point and you may refer to the various 
charts and maps that you have here as you go along. 

Mr. Gewirtz. Very good. 

Mr. Roprtno. We will make it a part of the record at this time. 

(The summary is as follows :) 


DYNAMIC AIR TRANSPORT—A STUDY IN GROWTH IN SERVICE AND GROWTH IN 
COMPETITION 


I. Introduction. 

II. The background and philosophy of the Civil Aeronautics Act of 1938: 

A. Before 1938, the industry, unregulated, had fallen into chaos. 

B. Regulation was established to build a strong air-transport system in 
the public interest. 

C. The certificate process was established to submit proposed operators 
to the test of fitness and proposed services to the test of public convenience 
and necessity. 

D. Air transportation is the most precisely and comprehensively regulated 
public-service industry in the United States—economically, operationally, 
and technologically. 

III. Since the act of 1938 there have been progress, growth, and increased 
competition of benefit to the foreign and domestic commerce, the postal service, 
and the national defense: 

. 2 core to the country’s commerce has greatly increased (charts 

an . 

1. There have been great increases in numbers of airlines, cities 
served, populations served, aircraft in service, seats available, schedules 
available, cruising speeds, numbers of people employed, total payrolls, 
total investment. 

2. There is far more competition within the scheduled air transport 
industry than in any other form of transportation and, in many respects, 
than in other large industries. 

B. Benefits to the postal service have been numerous (charts 3 to 6). 

1. Volume of air mail has grown impressively. 

2. The Post Office Department now gets a far greater proportion of 
the proceeds of an air mail stamp than the airlines do. 

8. By far the greater portion of air operation is subsidy free, and 
subsidy continues to decline. 
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C. Service to the national defense has been impressive (chart 7). 

1. The industry served in World War II, the Berlin airlift and 
Korea. 

2. The unsung Civil Reserve Air Fleet, made up principally of the 
aircraft of the scheduled airlines, is the largest reserve emergency air- 
lift in the world. 

D. Air competition within the United States has been vastly multiplied 
{charts 8 to 11). 

1. A comparison of 1938 route map with 1955’s shows the increase. 

2. What the route map would look like if service to smaller communi- 
ties were not guaranteed is shown by the route map of a typical irregular 
operation. 

3. The granting of schedule rights without service obligations can 
lead to reduction or elimination of service to loss points; or to a radical 
taper in the tariff structure. 

4. Four domestic trunklines have now become 12, and the competition 
each faces has been intensified. 

5. Prospectively, recent new route awards will redistribute the share 
of the traffic. 

BH. Competition: International air competition has been vastly multiplied 
(chart 12). 

1. A comparison of 1938’s route map with 1955’s indicates increases 
in American-flag services. 

2. Subsidized foreign-flag services provide extensive competition. 

F. There is also serious competition from other forms of transportation 
including the private automobile. 

IV. How the scheduled airlines pioneered and developed air transportation 
(charts 13 to 15A): 

A. The scheduled airlines developed the routes which everybody now uses. 

B. The creation of ever better transport aircraft is the direct result of 
the efforts of the scheduled lines. 

Cc. Communications and electronics equipment advances were produced 
by the scheduled airlines. 

D. Progress in air navigation and air traffic control has come from the 
scheduled airlines. 

BH. Safety (and reliability) is the product of the scheduled airlines. 

F. It is the scheduled airlines that have created and introduced most 
service innovations. 

G. The notable merchandising efforts of the scheduled airlines have 
done much to increase the usefulness of air transport. 

H. Price competition has also been pioneered and maintained by the 
scheduled airlines. 

I. Air coach (tourist-class) service to over 70 cities is a development 
of the scheduled airlines. 

J. “Firsts” claimed by previous witnesses evaporate upon inspection. 

V. Every aspect of United States air transportation is highly competitive and 
the symptoms of monopoly and/or concentration are not to be found in commercial 
aviation (charts 16 to 23B): 

A. There have been expanding efforts to sell and increasing expenditures in 
sales promotion. 

B. Markets have been expanded. 

C. Increasing ingenuity and imaginativeness have been evidenced. 

D. There has been great inventive progress. 

E. Mergers, consolidations, and acquisitions have decreased since the act 
of 1938 was passed. 

F. Prices have not been fixed. 

G. Prices have been declining. 

H. Markets have not been divided. 

I. Competition is extensive and increasing. 

J. Better service is continuously being offered. 

VI. The industry has not enjoyed excess profits: 

A. Yields to air carriers are below those of other transportation media. 

B. Growth in traffic and service have not been matched by commensurate 
growth in net income. 

C. Net income to the airlines is below that of other regulated industries, 
measured against gross earnings. 
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D. Return on investment, as a measure of profits, is inapplicable to air 
transportation in view of a high annual capital rate of turnover, the insta- 
bility of the industry’s earning capacity, the impact on net of minimal 
changes in load factor, among others. 

ae industry has plowed back earnings into newer, better, faster equip- 
men 

F. An analysis of industry earnings for 1946-55 reflects no evidence of 
excess profits enjoyed by management and stockholders, but continuing 
reinvestment in reequipment in the public interest. 

G. In 1946, total industry expenditure was $150 million. By 1966, accu- 
mulated capital expenditures since 1946 will approximate $6 billion. The 
industry demands a stable regulatory climate to meet its financial require 
ments and to enjoy fiscal health. 

VII. Conclusion: The Government of the United States should be energetic 
in seeing to it that the scheduled airlines of the United States, an industry whose 
net earnings have lagged behind the increase in service rendered, are enabled to 
achieve adequate earnings—particularly in view of the heavy financial burdens 
the airlines must bear in order to give the public the great benefits of jet 
transportation. 

Mr. Gewrrtz. In addition to the basic theme that was set out by Mr. 
Tipton, I would like to add two additional points at this time, both of 
them derived from that basic theme. 

The first is that our industry is not only providing the most modern 
form of transportation but, in doing so, is using funds which might 
otherwise go to shareholders; but in the process of using those funds 
is providing an essential element of American air power. 

e second point is that the American investor must be — sub- 
stantial grounds for confidence in an American industry, which by its 
continuing achievements on behalf of both the national economy and 
the national defense, has become a symbol of American progress. 

Some of the data that we are about to present now is new. In fact, 
we have compiled it within the last week or 10 days, and I suspect 
that in addition to astonishing us it may well astonish you and some 
of the people in the room. 

As an example, until we completed our research the other day. very 
few people realized that the airlines have been plowing nearly 82 
percent of the funds available to them back into new equipment over 
the last 10 years. And while, in a sense, perhaps because they have 
been doing that, the market value of the industries’ equities has risen 
only one-seventh as much as the average for all industrial stocks. 

Here is another example of an almost unknown fact: 

We will offer figures showing that of the limited earnings of do- 
mestic trunklines over the last decade, some $286 million, plus most of 
the funds derived from all other sources, including borrowings, sale of 
stock, sale of property, depreciation, that the bulk of these funds has 
gone to make up the $1.4 billion paid out for new equipment, princi- 
pally aircraft, while only $91 million was paid out in dividends to 
shareholders of the domestic trunklines during the entire decade; $1.4 
billion plowed back into eee against $91 million during the 10- 
year period paid out to stockholders. 

Another example of an interesting and in some respects surprising 
statistic: ; 

Gross revenues increased 263 percent during the 10-year period from 
1946 through 1955. But most of those revenues, along with other 
funds, went into providing more and better air service and expanded 
air power. 
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There is perhaps a connection between that fact and the fact that 
the market value of airline equities rose only 25 percent in that decade, 
as contrasted with an increase in the value of industrial stocks gener- 
ally of about 166 percent. ! 

But when you compare that 25-percent increase in the value of air- 
line equities, a growth industry, with the increase in equity growth of 
other growth industries, it becomes even more startling; and you get 
figures of increases in radio and electronics of 170 percent in market 
value, 46 against 55; 239 percent in chemicals; 476 percent in alumi- 
nums—all of these growth industries, as is ours, and ours with an 
increase of 25 percent. 

I would like at this time to defer the detailed presentation for the 
proper beginning of our economic study is to talk a little bit about 
the character and nature of our industry. What kind of a business 
are we in # 

I might say at the outset that Mr. Celler, who I am sorry is not 
here this morning, made mention of the fact that we would and we 
are now being provided with the opportunity to neutralize the accu- 
sations that have been made of conspiracy on the part of the industry. 
I should like to merely note for the record that Mr. Celler under- 
estimated our ambitions. We hope not only to neutralize them, we 
hope that we will pulverize them. 

With respect to the general nature of the outline and charts that 
ou have before you, what we are going to try to tell you is this: A 
ittle bit about the background of the act, the Civil Aeronautics Act 

of 1938, and the reasons for its adoption; as a result of the act and 
since the act, the progress and growth of commercial aviation, in terms 


of its dictated responsibilities to the commerce, the postal service, and 
the national defense; the extent to which competition quantitatively 
has grown in this 17-year, 18-year period ; not only the fact that com- 
petition has grown quantitatively but the nature of the ae 


the qualitative intenseness and intensification of it. In addition to 
that we propose to answer the charges that have been made that this 
industry bears the hallmark or indexes of monopoly and concentration, 
and particularly, that there have been neither excess profits nor unto- 
wae gains to anyone in this industry, particularly the domestic trunk 
carriers and certainly the international carriers, the local service 
airlines, and the rest. 

At the outset it was indicated that there would be members of the 
association who chose to be heard by this committee. You will hear 
from the two largest United States international carriers. You will 
hear from at least three of the more recently created trunkline carriers. 
You will hear from a representative of all of the 13 local service 
airlines. In addition to that, I understand that you will also hear 
from at least three of the Big Four. 

These are some of the members of the association on whose behalf 
we speak today and have spoken for the last few days in our last 
few appearances. But our other members include all of the cargo 
nee with 1 or 2 exceptions, all of the territorial carriers from 
the United States to Alaska, the Virgin Islands, Puerto Rico, and 
Hawaii, the helicopter operators in the United States, additional 
miscellaneous carriers who make up the total membership of “48.” 

The first question logically that presents itself when you are 
discussing air transportation, is what Kind of a business are we in. 
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Mr. Maerz. Excuse me. May I ask 1 or 2 clarifying questions? 
The Air Transport Association is, in fact, the trade association of 
the certificated carriers, is it not? 

Mr. Gerwirz. That is correct. 

Mr. Materz. Why isthe ATA limited to certificated carriers ? 

Mr. Gerwirtz. I think that under the bylaws of the association and 
by reason of the nature of the industry at the time the bylaws were 
filed the ATA has restricted its membership to certificated scheduled 
operators. 

Mr. Materz. What is the basis of the policy of excluding noncertifi- 
cated carriers from membership ? 

Mr. Gerwirz. Mr. Tipton, I think, can better answer that than I. 

Mr. Tipton. The bylaws of the association were written, or revised 
shortly after the act of 1938, and the eligible membership was estab- 
lished as certificated air carriers. At that time, of course, the estab- 
lishment of a large group of noncertificated carriers was not contem- 

lated because it did not appear from the statute that that type of 

evelopment was Sieinen by law. Thereafter, that policy has 
never been reexamined by the association and to my knowledge we 
have never had applications from noncertificated carriers. We may 
have, but I don’t believe we have. The policy has not been re- 
examined. 

Mr. Materrz. If a supplemental carrier applied to ATA for mem- 
bership, would it be admitted ¢ 

Mr. Treron. It would not. It would not because it would not be 
eligible for membership. 

Mr. Marerz. What I am trying to get at is the reason for this policy. 
We know what the policy is, but what is the underlying basis for the 

olicy ? 
5 Mr. Tipton. I cannot really answer that very quickly, except on the 
basis of a personal, making a personal answer on that, because our 
membership, our board of directors, has to my knowledge never con- 
sidered a proposal to amend the bylaws to permit the addition of 
Saebekiestaa carriers. 

I will, however, make a personal answer to that, it being clearly 
understood that it is personal. I would say that the reason that I 
would have for saying that it was not appropriate to include the non- 
certificated carriers in the association is that their types of operation 
are at least contemplated to be completely different. 

Mr. Maerz. What about supplemental carriers—those who were 
given supplemental operating status by the recent Board decision, are 
the same considerations applicable ? 

Mr. Tieton. I think they would be, because while the carriers that 
are certificated are designed to run a scheduled service between points 
established by certificates, they are required to maintain adequate 
service to those points, they are required to maintain through service 
and to maintain a system of air transportation. The supplemental 
carriers conduct an entirely different, or it is contemplated, I gather, 
that they will conduct an entirely different type of business which will 
be something in the nature of a call and demand or a tramp service in 
which they operate part of the time between two pairs of points and 
another part of the time between two other pairs of points. 
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Mr. Matetz. Is that true with respect to these supplemental car- 
riers? I thought they have been afforded a right to operate 10 flights 
a month between any 2 pairs of points. Is the consideration that you 
mentioned applicable ? 

Mr. Treron. Yes; they do. I believe even their present status with 
their expanded authority to 10 trips a month between 2 pairs of points, 
if that:is adhered to by those carriers, and at this point we must assume 
that it will be, they will not be operating a regular service on which 
they will have to maintain constant service between pairs of points. 
They will pick their points as they please and operate between them, 
10 trips a month; they pick other points and operate between them. 

Consequently, it will be a completely different type of operation 
and I would say from that, that there would be little in common be- 
tween the certificated carriers that carry these obligations of the 
certificate, and the ones that do not. 

Mr. Maerz. The point of all this then is that the Air Transport 
Association is the trade association for the certificated carriers but 
is not the trade association for the entire air transport industry. 

Mr. Treron. Yes. 

Mr. Roprno. Will you resume your testimony, Mr. Gewirtz. 

Mr. Gewirrz. As I indicated before Mr. Maletz asked that ques- 
tion, the first point to which you would logically address yourself is 
the kind of business we are in. 

In many respects Mr. Maletz asked his question at a most logical 
point, because the nature of our business is set out with some specificity 
in the Civil Aeronautics Act of 1938. It tells us what we can do and 
what we can’t do. And the basis of the act’s philosophy is what has 
sometimes loosely been called, I would hope that nobody would ask 
me to define it, at least specifically, because I propose to define it in 
the course of discussing the nature of it—but the philosophy of the 
act is loosely defined as “a concept of regulated competition,” because 
at the time the act was passed, confronted as it was with the existing 
situation in the industry, Congress decided on regulation based upon 
the certificated process rather than no regulation at all, which had 
been the case up until the act was passed in 1938. 

And if you will look at the existing situation before the act was 
passed in 1938, you get a pretty good idea of why Congress decided to 
do what they did and pass an act which regulates air transportation 
probably at least as precisely, if not more precisely, than any other 
industry. 

Prior to the act, you had more mergers than you have ever had 
since the act was passed. Prior to the act you had insolvency and 
bankruptcy in the industry. As I recall, about half of the total 
investment in air transportation had gone down the drain—about $60 
million of the $120 million which had been invested in the business. 

And the purpose of the act was to stop the unbridled competition 
which had been taking place up to that point, to regulate competition, 
to do it on the basis of certificates of public convenience and necessity, 
in order to provide more service to more people on an adequate basis, 
subject to some financial rules of good health, some economic rules 
of good health, and some safety rules which had previously not been 
set out with the degree of care that they were in the act of 1948. 

Mr. Rogers. May I ask a question at that point ? 
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Mr. Roptno. Yes. 

Mr. Rogers. Do you mean by that, that it is contemplated that the 
act of 1938 nih be limited to certificates of convenience and 
necessity ? 

Mr. Gewtrrz. It was contemplated that essentially under the act of 
1938, Mr. Rogers, that the only basis on which you could provide a 
regularly scheduled service was through the acquisition of a certifi- 
cate of public convenience and necessity. 

Mr. ers. Well now, there are certain exemptions in the act, are 
there not ? 

Mr. Gewrrtz. Under section 416 of the act, exemptions may be 
granted. The big issue now in the sense before the courts is the 
extent to which you can supersede section 401, the certificate section, 
by in a sense a the same kind of service under section 416. 

Under section 401, the certificate section, there was never any inten- 
tion of freezing the total number of certificate holders over those that 
existed in 1938. By the same token, it was never intended that cer- 
tificates could be issued under section 416, as distinguished from ex- 
emptions or else there would have been no necessity for the differentia- 
tion between the two provisions of the act. 

Mr. Rocers. Now, was this recent order of the CAB based on the 
exemption provision of section 416 or was it based on 401? 

Mr. Gewirtz. The instant order under which the supplemental air 
carriers were created is based on section 416 (b) of the Civil Aero- 
nautics Act and the exemptions were granted on that basis. That 
case is still pending in terms of the individual carriers who received 
that temporary authority. 

Mr. Rocers. Is that the case in the court to determine whether 
or not the Civil Aeronautics Board has the authority to grant exemp- 
tions to carry on essentially the same purpose ¢ 

Mr. Gewirtz. Yes, sir. That case has been briefed. I think the 
briefs of both petitioners and respondents have been filed in the Court 
of Appeals for the District, and argument is, I think, to be heard in 
that case sometime before the summer recess. 

Mr. Rogers. Is that in the nature of a suit by the Air Transport 
Association, or individual member of the Air Transport Association 
against the Board? 

Mr. Gewirtz. The ATA is not a party to that suit. The petitioners 
are, I believe, all but 1 or 2 of the trunklines, all 13 of the local service 
airlines, and 1 or 2 of the international carriers. 

Mr. Rogers. The issue then in that case is whether or not the Board 
has authority to grant an exemption to provide for 10 round trips 
a month to persons who do not have certificates but who may maintain 
service any place they want to within the 10 trips per month—points 
like Chicago or Dallas or Los Angeles? 

Mr. Gewirtz. Yes, the issue in that case has been drawn at this 
stage to an issue which is based on the fact that assuming that the 
Board’s findings are sufficient, how does the Board, or did the Board 
have the power under section 416 of the act to grant the type of 
authority that was in fact granted to the supplemental air carriers 
permitting them to fly up to 10 round trips a month between any 
pairs of points in the United States. 
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There are some additional questions involved in the case, involving 
charter flights, involving Territorial and overseas operations, and 
come charter flights across the Atlantic, but the basic issue is as 
you put it. Pgh 
” Mr. Rogers. Then I take it that the Air Transport Association 
takes the position that if there is one certificated line that is subject 
to regulation, anyone else who renders service should also secure a 
certificate or not be permitted to operate 

Mr. Gewirtz. We would feel that to be a legal and practical appli- 
cation of the ition that our carriers, our member carriers, have 
individually taken in that proceeding. 

In fact, that is the very basis of the act, as we see it. That is, that 
you passed an act and wanted to put everyone in a sense at the same 
point in terms of competition, that some are precisely regulated, others 
comparable to the supplemental carriers, the most recent outgrowth 
of the nonscheduled or larger regular carriers are somewhere else 
again with privileges which the certificated industry does not have. 
We don’t think it is fair. We think in many respects it has been preju- 
dicial to the best interests of the industry and the public. 

We think that the Board’s decision in docket 5132, which is the Large 
Irregular Case now on appeal in the Court of Appeals for the Dis- 
trict, was a bad decision. We hope that the court will support the 
very intelligent briefs and positions advanced by the extraordinarily 
astute attorneys for the industry. 

Mr. Rocers. That brings up the next question I want to ask you 
aboute This question of air coach. Is that involved in this particular 
case ? 

Mr. Gewrrtz. Not that issue. The issue of air coach is to say the 
least an argumentative issue in terms of its genesis and expansion. 
In terms of the appeal in the court of appeals to which we have been 
addressing ourselves, I would say that it is not an issue. 

Mr. Rogers. There has been some testimony here, and.I think a 
brochure was presented to us, that the certificated carriers never 
thought of this coach service until you began to get a little competi- 
tion from these nonscheduled people. Is that right? 

Mr. Gewrrrz. Let me start this way, that would move us into the 
entire area of which came first and “who done it.” We could start 
by saying that the certificated airlines were indeed the most extra- 
ordinary inventive of all, because who else put the seats into the air- 
planes so that you could put passengers on them. 

The contentions that are contained—I believe you referred to a bro- 
chure that was submitted on behalf of a combination of airlines who 
testified up here about a month or two ago—is one to which we would 
like to address ourselves as well as almost point by point to the testi- 
mony of the counsel for that combination of carriers. 

4 a Rocers. Will you in your statement give us your thought on 
1at ¢ 

Mr. Gewirtz. I would propose, Mr. Rogers, after the affirmative 
presentation to take the testimony of counsel for this combination up 
page by page and show this committee the half statements of truth, 
the misleading statements, and the extent to which in many respects 
you have been led around unknowingly on the basis of it. 

77632 O—57—pt. 1, vol. 3—9 





1542 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Rogers. Then I take it that you would rather at this point not 
go into it, but take it up after you have given your presentation here! 
Mr. Gewirtz. In terms of its impact, it would probably be more 
helpful to the committee to do it that way, sir. 
r. Rocers. All right. 

Mr. Roprno. Any further questions? 

Mr. Rogers. No. I will defer the questions along that line until 
he has finished his statement. 

Mr. Roprno. Will you proceed. 

Mr. Gewirtz. I want to be perfectly frank and hope that the com- 
mittee will interrupt at any time during the course of this procedure. 
Mr. Roprno. We intend to do so, I will tell you that right now. 

Mr. Gewirtz. I would want that assurance. 

Mr. Roprno. We will address questions to you. 

Mr. Gewirtz. In making its determination as to the nature of regu- 
lation, Congress, of course, had other areas of comparability to look 
at, when it decided to regulate air transportation. 

There have been loosely thrown around words or phrases to the 
effect that we are or we are not a public-utility industry. Well, the 
public-utility aspect of it in terms of its being a word of art, is not 
as important as the nature of the industry and how to go about regu- 
lating it in the public interest. 

As a matter of fact, the best definition of the kind of business air 
transportation is, is to be found in Webster’s Dictionary, in which it 
is described a public utility is described as a business organization 
performing some public service, and hence subject to special govern- 
mental regulations. It elsewhere defines public service to mean, the 
business of supplying a commodity to any or all members of a com- 
munity, or of providing some service such as transportation, where 
the exercise of the calling involves some legal privilege, or a natural 
or virtual monopoly. 

What they did in air transportation was to appreciate that this was 
a public-service industry, call it “like a public utility,” if you will; 
call it a public utility, if you will. But the very nature of it was 
such that it was clothed with the public interest and as a result it had 
to be regulated as a public utility. 

And the basis of its regulation was clearly set out about a year 
and a half ago, when Senator McCarran, who was one of the authors 
of the Civil Aeronautics Act, pointed out in hearings before the Sen- 
ate Commerce Committee, that the certificate provisions of the Act 
constituted the backbone of the act; that to meet the need of the 
public interest, the Congress had turned to the well-established prin- 
ciple of enfranchisement and had created the doctrine, or at least 
applied the doctrine of the certificate of public convenience and ne- 
cessity, with the equally well-established procedures which surrounded 
its issuance or denial. 

At the same time when the Board testified again before this Senate 
Committee, at that time S. 2647, it repeated, at that time, that it, too, 
considered that the nature of air transport regulation was at the very 
least comparable to the regulation of public utilities, and that the leg- 
islative history of the act disclosed that air carriers were intended 
to be ean as public utilities. 


As a result, one of the things which Mr. Tipton mentioned at the 
outset of his testimony and based in effect on the necessity to have a 
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certificate before you can get into business on a regularly scheduled 
basis is the interest of this industry in not who gets into the business 
but how they get in. 

Because once they get in, they would find as we do, as certificate 
holders, and I speak on behalf of all of our member carriers, that 
we are indeed the most precisely regulated industry of any—economi- 
cally, mechanically, operationally, and technologically. 

ou have got to get a certificate to do business. You cannot suspend 
service unless you get authority to suspend. Your tariffs are regu- 
lated. You may not acquire another carrier without the approval 
of the Board. You can’t even trade equipment without the approval 
of the Board. There is complete mae of your accounts and rec- 
ords, changed periodically in order to provide the maximum con- 
venience or inconvenience to the carriers, depending upon your point 
of view. 

But nevertheless there is that precision of regulation. It carries 
over into the preciseness of the mechanical regulation. I would not 
contend that the airlines are any more precisely regulated than the 
railroads. We are in the process of making a study to that effect. 

But certainly, the regulations that are set out by the Board and 
administered by the CAB, are a least as precise, if not more precise 
and burdensome than any operational or technological regulations in 
existence. Certainly to a much greater extent than those imposed 
upon the communications industry, and certainly to a much greater 
extent than those imposed upon the power industry. 

That is the nature of the bentboast we arein. It is not like running 
a grocery or shoe store. It is a business that requires that you have 
a certificate, and once you have that certificate, that you assume the 
burdens, responsibilities, and obligations as well as the privileges 
that go with possession of that certificate. 

With that in mind, what has this industry accomplished since 1938. 
And there in referring to that, the act itself requires that there are 
certain things that this industry must do in the interest of the foreign 
and domestic commerce, the postal service, and the national defense. 

At this point, with your permission, I would like to refer to the 
charts, copies of which are before you, along with the accompanying 
tables, and at the point which I start discussing them ask that they be, 
Mr. Chairman, incorporated into the record. 

(Chart 1, tables 1 and 1-A, and chart 2 follow :) 


CHART 1 


Ever-growing public usefulness since 1938 


| Percent in- 





Number of domestic long-haul airlines 
Number of domestic local service and other airlines _- 
Number of international and territorial airlines ! 


: Total airlines ? Man 
Cities served nba eho | 695 
Domestic population served _ _............-.....--------------| 4, 006, 128 | 103, 888, 514 
| 


' The following domestic airlines operate international and territorial services at present: American, East- 
ern, Trans-World, Braniff, National, United, Delta, Northwest, Riddle. 
? The data on number of airlines has been adjusted to March 1956. 
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TABLE No, 1—Number and classification of United States scheduled certificated 
airlines as of July 1, 1938, and Mar. 1, 1956 


1938 


Domestic long-haul airlines Domestic foens a saving and other International and Territorial 


American Boston- Maine Pan American 

Eastern Braniff Pan American Grace 

United Canadian Colonial Hawaiian 

Trans Western Chicago & Southern Uraba, Medellin & Central 
Continental 


Marquette 

Ma 

Mid-Continent 
a. 

Northw 
Peninsyivania-Central 


Wilineton-Catelins 
Total, 4 Total, 15 


Allegheny Aerovias Sud Americana * 
American Air Export & Import ? laska 
Bonanza Alaska Coastal 


Central Bristol Bay 
Frontier Byers 

Helicopter ! Caribbean-Atlantic 
National 3 Cordova 

Northeast Ellis 

Northwest 3 Hawaiian 

Mays 

Mackey 

Midet 

Northern Consolidated 
Pacific Northern 

Pan American World 
Pan American Grace 
Reeve Aleutian 

Resort 





Samoan 

West Coast Seaboard & Western ? 
South Pacific 
we Pacific 


fen Alaska 
Uraba, Medellin & Central 
Total, 12 Total, 20 Total, 24 


1 Helicopter airlines. 
2 All-cargo airlines. 
* Also international or Territorial operations. 


TABLE No. 1-A.—Breakdown of airports served by scheduled airlines, 1938 and 
1954 








Domestic airports served - 
International and Territorial airports served.. 


Subtotal. 
Alaskan stations served 


Grand total of airports and stations served 
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CHarT 2 


Ever-growing public usefulness since 1938 








Percent 
1938 1954 increas 
Airplanes in service... ...---.---.--------------------+++------ 345 1, 454 321 
Seg iin divenndtesnnno<stnenne=duncengerengh 4, 800 74, 400 1, 450 
ee, ee eee ret 284 2, 208 677 
Cruising si a ee 220 360 64 
Number of passengers carried ..................--.------------ 1, 536, 000 35, 184, 000 2, 190 
Bip FOGG as oan chianies cos ave gece cc epencsse-ceevecacdenspees 13, 300 118, 000 787 
Total GG DONUT 8 bank « dbdd- dnd dein sbdb oo db ch be abs $27, 396, 000 $526, 182, 000 1, 821 
TOG DEVE aid bos dace Bi nn dec Wovecevbnchueetns toe dbt $59, 449, 738 | $1, 239, 305, 000 1,984 

















Mr. Gewrrtz. We refer to this ever-growing public usefulness since 
1938, a measure of the value of the industry and the intelligent ad- 
ministration in some respects of the act. We have increased or there 
has been an increase in the number of domestic long-haui airlines from 
4 to 12. 

Now, at some point later on in our presentation, we would propose 
to show you that in 1938, at the time of the passage of the act, there 
were in fact only four domestic long-haul airlines. Those are re- 
spectably sized carriers that went a good distance, as distinguished 
from the efforts that have been made to suggest that in 1938, first, 
there were 18 trunkline carriers, which have been reduced. You have 
been exposed to all of that conversation at one time or another in the 
course of some testimony that has been adduced before this committee. 
But the fact of the matter is that there were only 4 domestic long-haul 
airlines in 1988, and now there are 12. And each of those additional 
eight got there the hard way. 

Mr. Maerz. May I ask Mr. Gewirtz this question? These 12 that 
you have mentioned were all grandfather carriers; were they not? 

Mr. Gewirtz. Yes. 

Mr. Maerz. They were referred to by the Board as trunkline car- 
riers, were they not, back in 1938? 

Mr. Gewirtz. I was just in my second year of law school. I don’t 
know what the Board referred to them as. 

Mr. Marerz. You were there? 

Mr. Gewirrz. In 1938? 

Mr. Maerz. Were they referred to as trunkline carriers in 1938? 

Mr. Gewirtz. In 1938 they may have been referred to by the Board 
as trunkline carriers. I submit that does not make any difference. 

Mr. Maerz. Let me ask you this question then ? 

Mr. Gewirtz. Shall we look at the mileage or the nomenclature? 

Mr. Materz. ATA has a breakdown, does it not, as between trunk 
and feeder carriers? 

Mr. Gewirtz. Yes, we do. 

Mr. Matetz. Since 1938, has there been one new carrier apart from 
these 12 carriers that has been certificated as a trunkline carrier? 

Mr. Gewirtz. Well, I think referring to last June, which is about 

11 months ago, we started this discussion at that time, and I think that 
the record, in volume 3 of the then hearings of the committee, carries 
a series of extensive colloquies between you and me, Mr. Maletz, on the 
semantics of “trunklines.” 
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Now let’s be practical about this. Are we talking about substantial 
——— routes or are we talking about what the Board or the 
ATA or you or I call them ? 

Mr. Matetz. To os the question that was asked you when you 
were here last year. Mr. Rodino asked you this question : 

Question. Has the ATA at any time favored the entry of new carriers into 


the business, either in Board proceedings, or in testimony before Congress, in 
legislation liberalizing entry standards? 


And your answer was this, and I quote: 


Does Macy like Gimbels? I would say no; we have not, and I do not propose 
to do it today. 


Mr. Gewirtz. Could you cite the page in the transcript ? 

Mr. Maerz. Page 2344. Wehavethe verbatim transcript. I don’t 
have the page of the printed record. Would you like me to show it 
to you? 

Mr. Gewirtz. No, I have it here, 2344. 

Mr. Materz. That is the printed record. I am reading from the 
verbatim transcript. 

Mr. Gewirtz. is this the printed record, or do you have it? 

Mr. Roprno. That is the printed record. He is reading from the 
transcript. 

Mr. Matetz. The original transcript. 

Mr. Ropino. You may see it here. 

Mr. Gewrrtz. I would like to have it, if I may. It is a matter o7 
record. 

Mr. Matetz. I think you are right. It is a matter of record. 

Mr. Gewrrtz. Do you want to read only a part of it or would you 
like to read the rest as of June 17, which was quoted out of context in 
the submitted testimony of counsel for the North American Airlines. 

I would like to read from that. I will read your verbatim transcript 
here. 


We have not, and I do not propose-—— 


Mr. Matertz. Did you not omit the first sentence? 
Mr. Gewirtz. You read it. 

Mr. Matetz. I read the second sentence. 

Mr. Gewirtz (reading) : 


Does Macy like Gimbels? I would say no; we have not, and I do not propose 
to do it today. 


I then go on to say, Mr. Maletz, reading from your verbatim tran- 
script: 


The question of freedom of entry in an interesting question, if anybody really 
believes in unrestricted freedom of entry. If you believe in freedom of entry, 
I say tear up the act. Let everybody start off at the same starting line. Let 
those certificated airlines who have been trying to get routes, for which they 
have applications in, start flying those routes as others do without waiting for 
the Board to act. If it is freedom of entry that you want me to support, I 
will support a freedom of entry that must, of necessity, require the tearing up 
of any legislation affecting air transportation, of any restricted competition or 
regulated competition. 

We have not supported it because it is a ridiculous concept, Mr. Chairman. 
You cannot have it in this business and provide service to 90 percent of the 
cities that get air service today. They would not get it under a doctrine of free- 
dom of entry. 
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I would submit for the record that Mr. Maclay—may I finish? 

Mr. Materz. Yes, you may. 

Mr. Gewrrtz. Mr. Maclay, in submitting the statement stopped at 
the end of the first sentence of my response. 

Mr. Maerz. You are talking there about completely unrestricted 
freedom of entry. So far as I know, the nonscheduled carriers that 
have appeared before this subcommittee have not advocated unre- 
stricted freedom of entry; they have advocated greater freedom of 
entry under section 401. They have not advocated amendments to 
the act that I know of. They have stated that ATA has continually 
objected to the certification of new trunkline carriers. Would you 
answer that? 

Mr. Gewrrtz. Was the question, Mr. Maletz, have we or haven’t 
we? Yes, I will comment on it. 

I propose to spend at least an hour or more discussing the nature 
of the industry and how those 4 became 12. I refuse to be drawn 
into what I consider a semantical discussion of the fact that you 
say there were 12 trunklines. We classify them as trunklines, CAB 
classifies them as trunklines, therefore you have said often enough 
they were trunklines. I am talking about four carriers with sub- 
stantial routes. 

Yes, the ATA has opposed the entry of new carriers into business. 
Mr. Tipton made the point and I made the point. Our interest is 
not in who gets in the business but how they get in. We have opposed 
the kind of peyulinin that have been illegally entered into and con- 
stantly engaged in by those nonscheduled carriers who have operated 
regularly and frequently in violation of the exemption provisions 
that were granted them. Yes, we have opposed them, and will con- 
tinue to oppose illegality. 

Mr. Maerz. And you would oppose, too, would you not, and you 
have opposed the Board’s action in granting certain irregular car- 
riers supplemental operating status ? 

Mr. Gewrrtz. At least, our carriers have availed themselves of the 
pee of going to court. 

Mr. Maerz. We are trying to find out. 

Mr. Gewrrtz. We were not parties in any case in which the large 
'2 regular question was not in issue. 

Mr. Maerz. It is also correct, is it not, that your association opposed 
certification of air-freight carriers ? 

Mr. Gewirtz. I don’t know what you mean, is it also correct ? 

Mr. Maerz. Air-freight carriers—certificates to them? 

Mr. Gewirtz. I don’t know whether the association opposed them. 
Certainly, the certificated carriers opposed them. 

Mr. Treron. Would you care to have me answer the question about 
the air-freight carriers; that was before Mr. Gewirtz was with us. 

Mr. Materz. Is it not correct that the ATA opposed the certification 
of all-cargo carriers? 

Mr. Tipton. That is right. We opposed it on the ground that the 
certification of a specialized carrier of that sort would not be an 
economically sound thing so far as the air-transport system was 
concerned. 

If those carriers had been applying for combination certificates, 
that ATA would not have been in the case. 
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Mr. Quieter. Referring to the part of the testimony that you gave 
last June, and to the part that was read, rather than the part that 
you say had not been read, do I take it from that that you are seriously 
—_— that the only alternative before the Board, the only alternative 
that this Congress has, is to let in everybody or nobody ? 

Mr. Gerwitz. Oh, no, sir; I would not seriously contend that. 

Mr. Quictey. You came pretty close to it. 

Mr. Gerwitz. My statement was not indicative of the fact that it 
was the only alternative that Congress had. Congress and the Board— 
let us put it differently—the Board has certainly the alternative under 
section 401 under the proper certificate proceedings, and we have 
always maintained that, Mr. Quigley, to admit anybody into this 
business that came in under that particular rule of law and the pro- 
cedures prescribed under it. 

I am merely contending that if you look back into the history of 
the various points of view that have been taken by those who are out- 
side trying to get in and in some respects have tried to get in illegally, 
that sometimes they talk about unrestricted freedom of entry and what 
we are trying to prove is that they don’t mean that at all. 

Mr. Quieter. I do not know of anybody in my short time on this 
pec that has come before it and argued for unrestricted freedom 
of entry. 

Mr. ES I submit Professor Gray, coauthor of that book, 
Monopoly in America, argued on that basis, as does his colleague, 
Mr. Adams. 

Mr. Quie.ey. I think you are right. 

Mr. Gewrrrz. Walter Adams. 

Mr. Quiciey. None of the representatives of the nonsked airlines 
that I recall argued for unrestricted freedom of entry. 

Mr. Gewirtz. That may be true in terms of their testimony herein, 
Mr. Quigley. I think that there was a time before the Board’s deci- 
sion in 5132 when the representatives of the Air Coach Transport 
Association—and I am only guessing on the basis of my recollection— 
took the position that there should be unrestricted freedom of entry. 

There has been that argument made with respect to this statute. 
And I am happy that we certainly agree that it has no merit. It would 
provide no real service to the American public. 

Mr. Quietey. I think the biggest criticism that has been directed 
against the Board has been that its approach to the right of entry 
has been too restrictive. 

Mr. Gewirrz. I think we can all appreciate the problem and the 
questions that you have in mind about that. That is precisely why we 
are here. We would hope by the time we are finished with this presen- 
tation, that we have demonstrated to you that there has been an awfu! 
lot of noise made on the Board’s failure in this regard. Let me assure 
you that I would not contend that the Board has been blameless in 
everything, but in this regard in terms of expanding it by competitive 
eeehatin a pretty good job has been done. 

Mr. Roprno. You may proceed. 

Mr. Gewirtz. Having disposed, at least temporarily, of the number 
of domestic long-haul airlines and their increase from 4 to 12, we would 
then point out that the number of domestic local service carriers, of 
which the 8 are shown here would really practically appear, even that 
number has increased from 15 to 20. 
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The number of international and territorial airlines—and this is 
over and above those domestic carriers represented in here—who are 
engaged in international or territorial service—but just those who were 
entirely international or territorial with the exception of TWA, have 
increased from 4 to 24, a percentage increase of 500; the total increase 
being 23 to 56, and 143 percent. 

These are just figures. I don’t want you frankly to be taken in by 
them. They look pretty impressive. 

Mr. Quictey. May I interrupt there? When you add those up, are 
there any duplications in there? 

Mr. Gewrrtz. No, sir. 

Mr. Quieter. For example, of the 15 you show in 1938, haven’t 
some of them moved out of that category into the group of 12, the 
long-haul carriers? 

Mr. Gewrrtz. Yes, sir; certainly eight. 

Mr. Quieter. So that the No. 20 that appears in the domestic local 
category, are they the ones actually in existence now ? 

Mr. Gewirrz. The table, sir, that appears following the chart will 
show you for 1956, by name, the number represented by that 20. And 
do not forget this includes not only local service, it includes the cargo 
carriers, the helicopter operators. These are not duplicated. 

Mr. Quietry. They are not duplicates? 

Mr. Gewrrtz. No. 

Mr. Quretey. So if 8 moved out of local into long-haul by 1954, they 
were replaced by 8 plus 12 more to give you a present total of 20? 

Mr. Gewrrrz. That is right. In fact, the specific 8 that moved 
from local service to trunk were replaced by a now existing 13 local 
service airlines, all of whom without exception are larger today as 
local service carriers than these 8 were in 1938. I am referring to car- 
riers like Braniff, Colonial, Delta, Continental, Capital, the carriers 
that have been pushed from that position through Certification of 
being in a sense little local service airlines into being in a real definitive 
sense a long-haul carrier. 

But as f buy. each of these figures will be explained not only in 
terms of sheer arithmetic growth involved but in terms of the intensity 
of the competitive factors that have grown up and how they got to 
where they are. 

Of course, it is perfectly obvious to anyone who flies that the num- 
ber of cities that we serve have increased from 286 to 695; and this 
oes not include the number of cities served in Alaska, some 200 in 
number, which would increase that tremendously. But that shows 
695 cities of all sizes. 

Now, mind you, this does not necessarily mean 695 airports. Some 
airports serve more than 1 city, but it is 695 cities that have the advan- 
tages of air service with an increase in the population served from 
65 million in 1938 to 103,800,000 in 1954. 

The only adjustment from 1954 to 1956 that is represented here is 
the airline figure. This is a March 1956 figure. These are not people 
carried. They are people to whom the advantages of air transporta- 
tion are available. 

We would hope that more and more of them would utilize those 
advantages. 
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The next chart is in a sense a continuation of the first one, showing 
certain elements of this ever-growing public usefulness. For instance, 
the increase in the airplanes in service, that is a figure that does not 
mean as much as the figures suggest, because they are different kinds 
of oe orn These were little fellows. 

Today you have your big turbo compounds, your DC-7’s, your 
Super G Constellations and Strato-Cruisers. That reflects itself in 
the number of seats that are available daily, a tremendous increase 
here—1,450 percent since 1938 with the schedules so available daily. 

That is a real index of service and most important. How many 
times a day can you get to and from the places you want, the cruising 
speed of the sinemndly the number of people carried. And this, of 
course, is a figure that is shown in terms of the number of tickets sold 
to people, in some respects quite different from the number of people, 
different warm bodies that are carried. 

The extent to which air transportation today is becoming a respect- 
able business in terms of the employees to whom it has a real responsi- 
bility in addition to the stechiankerien, along with the total annual 
payroll and total investment and increase in those. 

here is the picture of our increase in the advantages to the com- 
merce. 

(Chart 3 is as follows:) 


PosTaAL SERVICE (DOMESTIC) 
Number of letters flown 


SO bic nlc sairis adie Militia her cia nih amet iia dal lh arctica alll 210, 230, 000 
SI sire wesc inti iia tenn mo cea tare tong pce ape edie baller a a a ape sae 1, 416, 960, 000 

Mr. Gewirtz. Here is the story of the increase in the number of 
letters flown as an example of the value of the continuing and increas- 
ing value of the air-transport industry to the postal service. There 
you have a picture in 1938 of about 210 million letters. In 1955— 
these are all airmail, not first-class letters—in 1955, of 1,416 million. 

I was interested the other day to read the Comptroller General’s 
testimony and the Comptroller General’s report. I know it is almost 
heretical, to say that anything that he says may be wrong, but I would 
choose to be at this time an heretic. 

At that time he made mention of the fact that there was really no 
riority given to airmail. Well, I don’t know where he got that in- 
ormation. There is some suggestion in his testimony that he got it 

from somebody at the Post Office Department. 

Well, I would submit for the record, subchapter 530 title “Air Trans- 
portation” of the Air Transportation Transmittal Letter No. 2 of the 
United States Post Office Department of February 10, 1956, part 531 
through part 534. This sets out with some degree of specificity the 
responsibility of air carriers to give an utmost priority to the carriage 
of mail, a far greater priority than they accord either passengers or 
freight, even to the extent of stating, not suggesting, but stating spe- 
cifically, that passengers and freight can be aan off airplanes for 
airmail. That is airmail as distinguished from first-class mail. 

I would submit that for the record and choose to suggest that the 
Comptroller General was either misinformed or somewhere along the 
line misled with respect to that allegation. 
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Mr. Quia.ey. My recollection of his testimony, which, if it is correct, 
you may not have contradicted, was that according to the post office 
the priority system exists only on paper. 

Mr. Gewirrz. It may only exist on paper, but if it does, I suggest 
that the committee and possibly the post office, look to the Post Office 
Department because these are the things we are supposed to do and 
we are told to do them. 

(The document is as follows :) 
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Subchapter 530 AIR TRANSPORTATION 


Part 531 AIR CARRIERS 
532 AIRMAIL FIELDS 
533 AIR STAR ROUTE SERVICE 
534 FORMS AND PROCEDURES FOR DISPATCHING AIRMAIL 





Part 531 


AIR CARRIERS 


531.1 CARRIERS’ RESPONSIBILITIES 
.11 FOR GIVING MAIL PRIORITY 


From each point served, the normal mail load for each trip must be 
given priority of transportation over all other traffic on each trip desig- 
nated for the transportation of mail. The normal mail load for each 
trip is determined for each day of the week on the basis of the mail dis- 
patched to that trip on the same day of the week for the five previous weeks 
(excluding mail dispatched under unusual conditions). If additional fuel 
is necessary for a particular trip, the carrier must allow for its weight 
when booking other traffic for that trip. No part of the normal mail load 
must be displaced by the additional fuel. Mail in excess of normal must 
be given priority over all other traffic except revenue passengers with space 
confirmed prior to knowledge that additional mail would be available. Mail 
aboard a plane must not be reduced below normal to accommodate focal 
boarding passengers. Carriers in. the Alaskan ‘Service must provide ade- 
quate weight space on all flights to accommodate the normal or expected 
volume of mail. “In loading, unloading, transferring mail to connecting 
planes; arid delivering mail to the designated postal representative, mail 
must be given preference over all other cargo (including baggage). 


.12. FOR PROTECTING MAIL 

Carriers are held strictly responsible and accountable for mail in their 
custody. Mail must not be left exposed on trucks or otherwise subjected 
to depredation or weather. Every precaution must be taken to protect the 
mail from fire. Mail handlers must be identified by a distinguishing cap 
or badge or by distinguishing clothing. 


.13. FOR COOPERATING WITH POSTAL INSPECTORS 

Postal inspectors are special representatives of the Postmaster General. 
All employees of air carriers engaged in the transportation of mail are re- 
quired to cooperate with and assist inspectors in the performance of their 
duties which may include the opening of pouches and sacks and the exam- 
ination of mail therein. 


-14 FOR PROVIDING QUARTERS 


.141 At Air Stops. Carriers must furnish adequate and suitable quarters 
at air stops where necessary for the receipt, dispatch, distribution, and trans- 
fer of mail, unless and until otherwise provided by the Post Office Department. 

-142 Lecation of Quarters. Quarters must be located so as to provide ex- 
peditious handling of mail to and from planes. They must also be conveni- 
ently accessible to all mail-carrying vehicles. 


Seen 
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.143 Requests for Changes in Quarters. Requests by air carriers or by offi- 
cials of the Postal Service for changes in existing quarters or for the estab- 
lishment of new quarters must be made through the regional transportation 
manager, Post Office Department, in the area concerned. Plans and specifi- 
cations are subject to the approval of the Assistant Postmaster General, Bu- 
reau of Transportation. 


.15 FOR PREPARING SCHEDULES 


Schedules must be prepared north to south and east to west, wit. flights 
arranged in chronological order left to right. A brief explanatory letter or 
cover sheet must accompany proposed new schedules. Copies of changes to 
existing schedules must be filed with the Post Office Department not less than 
10 days prior to the effective date. Three copies must be filed with the As- 
sistant Postmaster General, Bureau of Transportation, Post Office Depart- 
ment, Washington 25, D.C. Three copies must be filed with the Assistant 
Controller, Bureau of Finance, Post Office Department, Washington 25, D. C. 
One copy must be filed with the regional transportation manager, Post Office 
Department, in each region concerned. The date of filing will be the date 
of receipt in the office of the Assistant Postmaster General, Bureau of Trans- 
portation, Washington 25, D. C. A copy of the schedule of all Alaskan routes 
must also be furnished the District Transportation Manager, Post Office 
Department, Anchorage, Alaska. The Assistant Postmaster General, Bureau 
of Transportation, will determine which trips are to be designated for the 
transportation of mail and will notify the carrier accordingly. 


16 FOR ANSWERING CORRESPONDENCE 


Air carriers must answer promptly all correspondence from officials of the 
Post Office Department. Correspondence concerning the domestic airmail 
service (except that which is initiated by or directed to the Department at 
Washington, D. C., and postal inspectors) must be channeled through the 
regional transportation manager, Post Office Department, having jurisdic- 


tion of the region or route involved. Correspondence concerning the opera- 
tion of the Alaskan airmail service must be channeled through the District 
Transportation Manager, Post Office Department, Anchorage. 


531.2 FLIGHT OPERATIONS 


.21 NOTIFICATION OF PLANE MOVEMENT. Carriers must operate designated 
trips as nearly as practicable at times shown in filed schedules. In the 
event of irregular operation, as much advance notice as possible must be 
given to the airmail field or post office at the initial terminal. When a plane 
is operating 30 minutes or more late, dispatching offices en route should be 
notified as to the approximate arrival] and departure. 

.22 ORIGINATING SECTIONS, RESUMED FLIGHTS, AND DELAYED OPERATIONS. De- 
layed scheduled trips may operate with available mail from the initial termi- 
nal or intermediate points. When a scheduled trip has been cancelled at 
the initial terminal or at some intermediate point, a section may be origi- 
nated at any intermediate point on the route. 

.23° OMISSIONS OF SERVICE. If a scheduled stop will not be made by a trip, 
the carrier must immediately notify the local postal representative. If 
service is to be suspended for 1 week or more, the carrier must immediately 
notify the Assistant Postmaster General, Bureau of Transportation, Wash- 
ington 25, D. C.; the regional transportation manager, Post Office Depart- 
ment, in the regions concerned; and the postal units concerned. The same 
offices must be notified when service is to be resumed. 

.24 EMERGENCY TRIPS AND EXTRA SECTIONS. Emergency trips and extra sec- 
tions operated by the carrier may be used for the transportation of mail. 
It may be placed on the plane at an unscheduled stop when offered for dis- 
patch by the local postal representative, except that mail will not be ac- 
cepted if the carrier is not authorized to serve that city. In Alaska, carriers 
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must obtain postal authority for the transportation of mail on emergency 
trips and extra sections. 


531.3. HANDLING OF MAIL 
.31 DELIVERY TO CARRIERS 


.311 Authorized Location 


Mail for outgoing trips must be delivered to the carrier at the time and 
place authorized by the regional transportation manager in the region 
concerned. 


.312 Dispatch Lists Required 

a. The postal unit delivering mail to carriers for transportation must pre- 
pare POD Form 2729, Aircraft Dispatch Record, showing weights of mail 
for each destination and listing mail for off-line points to indicate the 
point of transfer. 

b. On receipt of the mail from the local postal unit, the carrier must check 
the entries and weights as shown on the pouch labels against such entries 
in the dispatch list. 

c. If mail received at nonairmail fields from the mail messenger or motor 
vehicle service driver does not agree with that listed on POD Form 2729, 
the carrier must make corrections. If pouches are listed but are not re- 
ceived, line through the individual listing, the destination subtotal, sta- 
tion total, and grand total. Insert the correct totals adjacent thereto. If 
mail is received but not listed, insert the weight of each pouch in the 
proper destination column and amend the totals as instructed above. In 
either event, note the facts prominently on POD Form 2729 in any blank 
space. Advise the messenger of any discrepancy. 

d. In the Alaskan Service, Form 2713-A, Alaskan Airmail Dispatch Record, 
is used instead of POD Form 2729. At non-post-office points on Alaskan 
routes where it has not been possible to arrange for the preparation of 
Form 2713-—A, the carrier’s on-and-off record on Form 2702 is acceptable 
as evidence of service performed to these points. 

e. Carriers must obtain a receipt on Form 2753, Receipt to Airline, for all 
mail delivered to an airmail fleld. Where no airmail field is located, the 
receipt must be prepared by the carrier for signature of either the mail 
messenger or motor vehicle service driver. 


.32 DIRECT TRANSFER BETWEEN PLANES 


At stop points where mail is due to be transferred between routes or trips 
of the same route, the carrier must make the transfer to trips of the same 
route in accordance with the routing outlined on the original dispatch forms 
and to trips of other routes in accordance with transfer forms prepared by 
the dispatching office. Air carriers must transport POD Forms 2733, Jnter- 
line Dispatch Record, from the point of dispatch to the point of transfer, de- 
livering the forms to the receiving carrier with the mail. The receiving car- 
rier must accept and receipt for all mail transferred from incoming planes 
regularly due to connect his route. If the mail does not agree with thea 
forms, the delivering carrier must prepare POD Form 2734, Airmail Exception 
Record. Actual mail transferred must be listed by on-line destination. In 
any case of failure to connect the trip prescribed in the original routing, the 
carrier must contact the local postal unit for routing instructions. 


.33° DELIVERY TO POSTAL REPRESENTATIVE 


Upon arrival of the plane at the stop point, carrier representatives must 
immediately unload the mail and deliver it to the authorized postal repre- 
sentative at such point as may be designated. Maximum unloading time 
may be specified by the regional transportation manager, Post Office Depart- 
ment, in the region concerned. Mail for outgoing trips must be delivered to 
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the carrier at the time and place authorized by the regional transportation 
manager, Post Office Department, in the region concerned. 


34 DISPOSITION OF MAIL—CANCELED FLIGHTS 


a. When a trip is to be canceled at the initial terminal or any point en route, 
the carrier must promptly notify the local postal officials concerned. 

b. Available regular scheduled trips of the mail messenger or motor vehicle 
service may be used to transport the mail to the post office or train. If 
neither service is available, the carrier must promptly arrange for neces- 
sary transportation to the post office or train, without expense to the 
Department. The mail will be disposed of in accordance with instructions 
from the local postal unit. If unable to obtain instructions, the carrier 
will reroute the mail in accordance with the best available information. 
He will prepare forms necessary to accomplish any rerouting and the 
accounting necessary to adjust the claims in accordance with the correct 
procedures. 

. Mail from canceled trips arriving by train to connect a resumed trip must 
be transported to the airport by the carrier whose service was canceled, 
unless otherwise instructed by the Postal Transportation Service. 

. Mail from canceled trips must be reported on prescribed forms. Dispatch 
forms covering mail not enplaned must be voided if no mail is dispatched. 


.35 REFUSALS AND REMOVALS OF MAIL 


Refusals and removals of mail by a carrier (except as provided in 531.11) 
may result in diversion of the mail to another carrier and in the imposition 
of fines. 


531.4 REPORTS 


41 REFUSAL OR REMOVAL REPORT. When an air carrier cannot accommodate 
all mail offered for a trip or when mail already on board is removed, the 
carrier concerned must submit Form 2760, Refusal or Removal Report, in 
duplicate, to the regional transportation manager in whose area the refusal 
or removal occurs. The report must give the reason for the refusal or 
removal. It must contain detailed information on the mail refused, removed, 
and transported, and information relative to the number of passengers and 
other cargo aboard the plane on departure. 


42 ONE-WAY TRIP REPORT. Form 2702, Report of One-Way Trip, is an 
operating form used by the Post Office Department in determining perform- 
ance by the carrier. The form in duplicate (triplicate in Alaska) is required 
for each trip designated by the Post Office Department for the transportation 
of mail over helicopter airmail routes 84, 96, and 111 and over all routes 
operating within Alaska. The following instructions apply: 


a. The carrier must prepare the forms, listing all stops made in proper 
Station sequence. 

b. In the column headed Remarks, the carrier must explain all failures, 
irregularities, and delays in handling the mail. 

c. Where transfers are made by carriers, mail and weights transferred must 
be entered by both the delivering and receiving carrier on their respective 
Forms 2702 in the space immediately below that listing the station at 
which the transfer is made. 

d. POD Form 2729 must be used to correct entries of weight of on-and-off 
mail on Form 2702. The weight of mail placed on the plane (as listed on 
POD Form 2729) is the weight due off. When corrections on Form 2702 
are necessary, the original figures should be lined out but not erased or 
obliterated. In Alaska Form 2713-A, Alaskan Airmail Dispatch Record, 
is used instead of POD Form 2729. 
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e. When a flight is canceled at an intermediate or off-line point, Form 2702 
must be completed with a brief explanation under Remarks as to the 
reason for cancellation and the disposition of the mail. 

f. The carrier must submit Form 2702 promptly to the designated regiona] 
transportation manager, Post Office Department. In any event the form 
must be submitted within 14 days after the completion of a trip. The 
original and triplicate copy of Form 2702 for Alaskan routes must be 
forwarded to the District Transportation Manager, Anchorage, Alaska, 
except that forms for routes operating from Seattle and for service per- 
formed in southeastern Alaska must be forwarded to the Regional Trans- 
portion Manager, Post Office Department, Seattle, Washington. 


.43 IRREGULARLY-HANDLED MAIL REPORT. POD Form 2734, Airmail Exception 
Record, properly completed and endorsed by the carrier, must be used to 
record any mail not handled by the carriers concerned in accordance with the 
routing as originally planned. An irregular handling is termed as an off- 
loading short of or beyond the scheduled destination, and the mail is for- 
warded via another carrier or turned in to the post office for redispatch, 
removals en route, refusals after mail is accepted by the carrier, and trans- 
fers to a carrier other than as ordered in dispatch forms. 


.44 ACCIDENT REPORT. Carriers must make an immediate telegraph or tele- 
phone report of any accident resulting in possible damage to or loss of mail. 
The report must be made to the regional transportation manager, Post Office 
Department, in the area concerned. Mail should not be disturbed, except to 
prevent further damage. It must be guarded until the arrival of a postal 
official. 


531.5 SUBMISSION OF CLAIMS 


.51 DOMESTIC 


.511 Forms Used. All carriers operating within the continental United 
States and between the United States and terminal points in Canada must 
submit claims for the transportation of airmail on Form 2703, Carrier’s Claim 
for Airmail Transportation. Separate claims must be prepared for each 
calendar month and include all airmail transported that month. Claims 
must be prepared from POD Form 2729, Airmail Dispatch Record, POD 
Form 2733, Interline Airmail Record, and POD Form 2734, Airmail Exception 
Record. POD Forms 2729 and 2733 are prepared by postal personnel. POD 
Form 2734 is prepared by either carrier or postal representative when an 
error in handling is discovered that affects airmail compensation. Carriers 
should requisition POD Forms 2734 from the regional transportation man- 
ager of the region in which the headauarters or supply center of the carrier 
is located. Form 2703, Carrier’s Claim for Airmail Transportation, shall be 
supported by either POD Form 2732, Monthly Summary of Airmail Carried, 
or by POD Form 2730, U. S. Airmail Billing Card—Domestic. Carriers must 
provide their own supply of Forms 2703, POD Forms 2732 and 2730, printed 
in the specified style and size. 

.512 Claims Prepared Manually. Separate POD Forms 2732 must be pre- 
pared for the normal transportation of mail on regular, and equalized and 
interchange flights, and for each origin within each type of flight. Pre- 
pare the forms in triplicate as follows: 


a. For Regular Flights 


(1) Enter the route and trip number, the origin code, and the month and 
year of service in the appropriate boxes across the top of the form. 

(2) Enter the final airmail stops on the billing carrier’s system in the 
Dest boxes. Make these entries in ascending order of the Airline 
Clearing House numerical codes. 
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Enter the weights shown on POD Forms 2729, 2733. and 2734 in the 
appropriate Dest column and on line with the flight date. Weights 
shown on each form for a particular destination and date may be 
added together. 

After all entries have been made to POD Form 2732, add, cross-add, 
and cross-foot the pound columns. 


(5) Enter either the short-line mileage between the origin and each 


destination or the pound rate in the appropriate Rate or Miles boxes. 
(Helicopter carriers should use scheduled miles flown in airmail 
service.) 

Multiply the total pounds by the appropriate mileage or rate, and 
enter the product in the appropriate box on the line labeled Total 
Pound Miles or Charge. 

Add the products on the line labeled Total Pound Miles or Charge 
to determine the grand total pound miles or charge for each POD 
Form 2732. 

Add the grand total pound miles or charge on each POD Form 2732, 
and enter the total to Form 2703. 

If the carrier calculates pound miles instead of charge, enter the 
city classification letter code in the box labeled City Class. Add 
the pounds of mail enplaned at each class of city, and enter the 
sums to Form 2703. 


b. For Equalized and Interchange Flights. Prepare POD Form 2732 in the 
same manner as specified above. The following instructions also apply: 


(1) 


Enter the applicable equalization agreement number in the space 
provided. 

Enter the total claim for equalized and interchange flights on Form 
2703. 

List excepted shipments on a worksheet which contains the follow- 
ing columns: 





Serial No- Of | Plight No. | Flight date A B | , Rete perpound | 4 mount 


“ a between Aand B' | 
| | | 
| Actually | Billed by 
| off-loaded POD 


' Line haul and terminal charge as contained in the mileage and rate manual. (Helicopters use scheduled 
miles flown in airmail service and extend pound miles.) 


(4) List POD Forms 2734 on the worksheet in ascending trip number 


order. List origin and final airmail stops on the billing carrier’s 
system in ascending order of the Airline Clearing House numerical 
codes within each trip of initial dispatch. 

Enter the sum of the deduction for excepted flights on Form 2703. 
Submit Form 2703 to the regional controller designated to pay the 
claim of each carrier supported by the original and duplicate of 
both POD Form 2732 and the worksheet of exceptions. 


.513 Claims Prepared on IBM. Carriers must prepare and submit claims as 
follows: 
a. Use POD Form 2730, U. S. Airmail Billing Card—Domestic. Sort the 
cards into six groups: 
(1) Regular shipments (keypunched from POD Forms 2729, coded 1 and 


2 in column 4 of POD Form 2730). 


77632 O—57—pt. 1, vol. 310 
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(2) Equalized shipments (keypunched from POD Forms 2729 and 2733. 
coded 1 and 2 in column 4). 

(3) Interchange shipments ‘keypunched from POD Forms 2729 and 
2733, coded 1 and 2 in column 4). 

(4) Adjustments to regular shipments ‘keypunched from POD Form 
2734, coded 3 and 4x in column 4 of POD Form 2730). 

(5) Adjustments to equalized shipments ‘keypunched from POD Form 
2734, coded 3 and 4x in column 4 of POD Form 2730). 

(6) Adjustments to interchange shipments ‘keypunched from POD Form 
2734, coded 3 and 4x in column 4 of POD Form 2730). 

b. Sort groups 1, 2, and 3 into serial number, origin, and destination (Air- 
line Clearing House numerical code) order for submission with Form 
2703. Sort groups 4, 5, and 6 by ascending trip number and in ascending 
numerical order of the Airline Clearing House codes for origin and final 
airmail stop on the billing carrier’s system. 

c. Form 2703 must contain an entry for each group of IBM cards. It must 
be submitted to the regional controller designated to pay each carrier's 
claim, together with one deck of IBM cards in support of the claim. 


-52 HAWAIIAN ISLANDS, PUERTO RICO, AND VIRGIN ISLANDS 


All United States carriers operating within the Hawaiian Islands, Puerto 
Rico, and the Virgin Islands must submit claims for the transportation of 
airmail on Form 2703, Carrier's Claim for Airmail Transportation, sup- 
ported by POD Form 2732. Separate claims must be prepared for each cal- 
endar month, including all airmail transported that month. They must 
be prepared from Form 2942, Delivery List of Airmail Dispatches AV-7. 
Carriers must provide their own supplies of Forms 2703 and POD Form 2732. 


.53° STATES-ALASKA and INTRA-ALASKA 


Carriers operating over States-Alaska and intra-Alaska routes ‘except 
NWA) must prepare Form 2703, supported by Forms 2720 and 2702 when 
required. Claims must be prepared for each calendar month, computed in 
accordance with the applicable CAB order. 


.54 DESIGNATED REGIONAL CONTROLLERS 
Claims must be submitted to the appropriate regional controller as follows: 


Regional Controller Airlines 


Colonial Airlines 
Mohawk Airlines 

New York Airways 
Northeast Airlines 
Lake Central Airlines 
Helicopter Air Service 


‘ Allegheny Airlines 
Piedmont Aviation 
National Airlines 
Caribbean Atlantic Airlines 
Eastern Air Lines 
Riddle Airlines, Inc. 
Capital Airlines 
Slick Airways 
Flying Tiger Line 


Delta Airlines 





Main Post Office Building 
Philadelphia 4, Pa. 





Parcel Post Building 
Richmond 19, Va. 


Bode ies Sisk SA AE is aE I ae ee 


Main Post Office Building 
P. O. Box 1557 
Dallas 1, Tex. 


Southern Airways 
Braniff Airways 
Trans Texas Airways 
American Airlines 


A 





‘3 
$ 
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Regional Controller Airlines 


lst and Hennepin Streets Northwest Airlines 
Minneapolis 1, Minn. Ozark Air Lines 
North Central Airlines 
United Airlines 
Building 56, Federal Center Trans World Airlines 
Denver 2, Colo. Frontier Airlines 
Continental Air Lines 


West Coast Airlines 
Alaska Airlines 
Alaska Coastal Airlines 
Byers Airways 
Main Post Office Building Cordova Airlines 
P. O. Box 3728 Ellis Air Lines 
Portland 8, Oreg. Northern Consolidated Airlines 
Pacific Northern Airlines 
Pan American (Alaska) Airways 
Reeve Aleutian Airways 
Wien Alaska Airlines 


Bonanza Air Lines 
Southwest Airways 
1011 Bryant Street Los Angeles Airways 
San Francisco 19, Calif. Trans Pacific Airlines 
Western Airlines 
Hawaiian Airlines 


Note. Each carrier must file with the appropriate regional controller the 
name of the person or persons authorized to sign the Form 2703. 


531.6 DEDUCTIONS AND FINES 


Carriers transporting mail will observe all applicable postal laws, and 
regulations issued by the Post Office Department. Carriers may be subject 
to fines and deductions for failure to comply therewith. 


531.7 INTERNATIONAL AIRMAIL REGULATIONS 


71 CARRIERS’ RESPONSIBILITIES 


711 For Giving Mail Priority. The normal mail load for each trip, from 
each point served in the United States, must be given priority over all other 
traffic on each trip designated for the transportation of mail. The normal 
mail load for each trip is determined from weight allocations issued by the 
Post Office Department, based on consultations with the carriers concerned. 
Mail in excess of normal must be given priority over all other traffic except 
revenue passengers with space confirmed prior to knowledge that additional 
mail would be available. 

712 For Retaining and Protecting Mail. In a foreign country, carriers may 
retain custody of United States civilian mail aboard a trip when the departure 
is delayed up to 24 hours. On delays over 24 hours, or upon cancellation, 
civilian mail must be transferred to another carrier either direct or through 
the local post office. The original mail documents, properly endorsed, must 
accompany the mail. Military (Army post office, air post office, and fleet 
post office) mail must be held in the custody of the carrier, and the Post Office 
Department, Washington, D. C., promptly requested by wire to furnish in- 
structions for its disposal. Under no circumstances must military mail be 
turned over to a foreign post office or to a foreign air carrier. 

713 For Cooperating with Postal Inspectors. See 531.13. 

.714 For Preparing Schedules. See 531.15. 

715 For Answering Correspondence. See 531.16. 
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72 FLIGHT OPERATIONS 


Carriers must operate designated trips as nearly as practicable at times 
shown in filed schedules. As much advance notice as possible of any irregular 
operation must be given to the United States exchange office involved. 


.73. HANDLING OF MAIL 


-731 Delivery to Carrier 

a. The postal unit delivering the mail must prepare Form 2942, listing the 
origin, destination, and weight of each dispatch. One set of Form AV-7 
must be prepared for each stop point of the trip. 

b. On receipt of the mail from the postal unit, the carrier must check the 
entries on Form AV-7 with the tags and verify the condition of each 
dispatch. 

c. When delays occur after mail has been delivered, additional mail may be 
accepted. Cargo already on board need not be removed nor the flight 
further delayed for this purpose. 

.732 Labels Lost in Transit 
When a dispatch has lost its label in transit, the carrier may transport the 
dispatch to its off-loading point if it can be identified from the mail docu- 
ments. Otherwise it must be delivered to the first postal unit. 
.733° Transfers Between Flights 
International carriers must transfer mail between flights of the same 
company in eccordance with routings shown on Form AV-7. They must 
transfer mail at points in the United States territories and possessions with 
domestic carriers as instructed by the Post Office Department. 
.734 Delivery to Postal Representative 
Upon arrival of the plane at stations, the carrier’s representative must 
immediately unload the mail and deliver it to the authorized postal repre- 
sentative at such point as may be designated. One copy of each set of Forms 

AV-7 and any additional copies which are required for receipt to the carrier 

must be delivered with the mail. Any irregularity must be noted on all copies. 


.74 ACCIDENT REPORTS 


Accidents occurring outside the United States must be reported to the 
postal administration of the country to which the carrier belongs and to the 
postal administration of the country in which the accident occurs. 


.75 SUBMISSION OF CLAIMS 


Claims must be submitted to the Bureau of Finance, Post Office Department, 
Washington 25, D. C. Claims must be made on Form 2703, supported by 
Forms 2720 and AV-7. Each carrier must file with the Bureau of Finance. 
Post Office Department, Washington 25, D. C., the names of persons author- 
ized to sign Form 2703. 


.76 DEDUCTIONS AND FINES 
See 531.6. 
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Part 534 
FORMS AND PROCEDURES FOR DISPATCHING AIRMAIL 


534.1 POD FORM 2729, AIRMAIL DISPATCH RECORD 


11 DESCRIPTION 


POD Form 2729 covers airmail dispatched to a particular flight. It is 
the basic document from which payment to the original carrier of dispatch 
is calculated. 


12 PREPARATION 
121 Who Prepares 
The form is prepared in four-part sets by the designated clerk at the air- 
mail dispatch office or, at nonairmail fleld points, by the dispatching clerk 
at the post office. 
.122 Trip Identification 

. Route Number. Enter the route number of the carrier to which the mail 
is dispatched. 

. Trip Number. Enter the trip number of actual dispatch. 

. Origin Trip Date. Enter the scheduled date of origin of the trip. 

. Today’s Date. Enter the date on which the trip of dispatch is scheduled 
to depart from your airport. 

. Origin Code. Enter the official airline code of the airport from which the 
mail is due to be dispatched. If more than one postal unit prepares 
POD Form 2729 for dispatch through the same airport, use the airport 
code followed by the first letter of the dispatching post office: For ex- 
ample, show Alcoa, Tennessee, as TYS—A. 


-123 Routing 
. Destination 

(1) Using the States dispatch scheme and other applicable pouching in- 
structions, enter in code the final airline destination of the dispatches. 

(2) Show each destination in station order of removal from the original 
trip of dispatch. Listing from left to right, use a separate block for 
each destination. Continue the listing in the second row of blocks, 
if necessary. 

Enter under the proper destination mail which is labeled to that 
point, mail which is scheduled to continue from that point by sur- 
face transportation, and mail for another carrier when the transfer is 
to be effected through the airmail field. Show weight only. Use 
the actual weights shown on the labels of pouches, sacks, and out- 
side parcels. Show the number of total pieces when making bulk 
entries. Do not identify pouches, sacks, outside parcels, or registers. 
. Transfer Point and Connection 
Enter in code according to the scheduled routing: 

(1) Stations served by trip of dispatch. Enter only the destination. 

(2) Stations served by carrier of dispatch but not by trip of dispatch. 
Enter the destination and the first transfer point. 

(3) Routing involving connection to a trip of another carrier. Enter 

the destination and the interline transfer point, plus the route and 
trip numbers of the second carrier. This applies also to interchange 
trips. 
Routing via two trips of initial carrier, plus trip of another carrier. 
Enter the destination, the first intraline transfer point, and the inter- 
line transfer point, plus the route and trip numbers of the second 
carrier. 





1562 | MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


(5) Routing involving two interline transfers after carrier of initial dis- 
patch. Enter the destination and the interline transfer point, plus 
the route and trip numbers of the second carrier. The service to 
be performed by the third carrier must be shown on POD Form 2733, 
Interline Airmail Record. (See 534.2 for instructions on preparation 
of Form 2733.) 

-124 Completion 

a. Total the pieces and weights for each column, even if more than one 
column is used to list the mail dispatched to the same destination. 

b. Total the subtotals of all columns, and enter in the Grand Total space. 

c. Recap all columns under the actual destinations served by the trip of 
dispatch. Enter each airport served, with the appropriate total, in the 
right-hand column. 

d. Total the Recap column, and verify against the previously entered Grand 
Total. If more than one form has been used, the Recap and Grand Total 
entries must appear on the final form. (See 534.125.) 

e. At nonairmail field points, the post office employees preparing POD Form 
2729 will not total the Dest, Recap, and Grand Total columns if the mai! 
messenger or motor vehicle service driver vicks up additional mail at 
the railroad station en route to the airport. On arrival at the airport, 
the mail must be weighed and proper entry made on POD Form 2729 
by the messenger or driver. This instruction apvlies also to POD Form 
2733, if involved. 

f. Below the Grand Total space, enter the total number of sets of POD 
Form 2733 prepared for the interline transfers scheduled to be made 
from the trip. 

g. In the Mail Ready space, enter the time at which the mail and forms 
are ready for delivery to the air carrier at the airport. At nonairmail 
field points, this time must be entered by the mail messenger or motor 
vehicle service driver. The messenger or driver must obtain the signa- 
ture of the receiving carrier representative at the time the mail is 
delivered. 


-125 Continuation Forms 
If the volume of mail is too large to be listed on one POD Form 2729, use 
a new numbered form, line through but do not obliterate the printed num- 
ber, and write in the serial number of the first form. Number the sets 
consecutively, identifying the last by adding zr after the number. 


-13 DISPOSITION OF COPIES 


.131 First and Second Copies. Deliver to the carrier with the mail. 

.132 Third Copy. Send to the designated regional controller daily. In- 
clude the third copies of all forms that have been voided, mutilated, etc. 
Since all of these forms are serially numbered, they must be accéunted 
for. Note—At nonairmail field points the first three copies of POD Form 
2729 must accompany the mail: After obtaining the carrier's signature, the 
mail messenger or motor vehicle service driver must return the third copy 
to the post office. 

.133 fourth Copy. This is the dispatching office copy. Enter the actual 
departure time (as provided by the carrier) in the proper space, and file. 
Note—In the Alaskan Service, Form 2713-A is used in lieu of the dispatch 
list. 
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534.2 POD FORM 2733, INTERLINE AIRMAIL RECORD 


21 DESCRIPTION 


POD Form 2733 covers mail due to be transferred from the original carrier 
of dispatch to another carrier. It is the basic document from which pay- 
ment to the transferee carrier is calculated. The form must not be used 
for intraline transfers. Entries on POD Form 2733 are taken from the 
POD Form 2729 which covers the original shipment. When the routing 
involves two carriers after the original dispatch, a separate POD Form 2733 
is required for each subsequent carrier. 


22 PREPARATION 


Show the following information under the appropriate headings: 

. Serial Number. Copy from POD Form 2729. 

. Origin Code. Follow the instructions in 534.122e. 

. Route Number. Enter the route number of the carrier to which the mail is 
dispatched. 

. Trip Number. Enter the trip number of actual dispatch. 

. Origin Trip Date. Enter the scheduled date of origin of the trip. 

. Transfer Point. Enter the code of the airport at which the interline connec- 
tion is to be made. 

. Destination. AS applied to this form, destination is defined as the off- 
loading point (either for delivery to the post office or for transfer to 
another carrier). Enter the codes of the airports served by the trip, also 
the codes of airports served by connecting trips of the same carrier for 
which mail is available. 

. Pieces and Weight. Enter the mail by totals (obtained from POD Form 
2729) for each of the destinations involved. Include any mail for con- 
nection to a trip of another carrier. 

i. Grand Total. Enter the total of pieces and weights listed. For instructions 
regarding exceptions to this step, see 534.124e. 


.23. DISPOSITION OF COPIES 
.231 First and Second Copy. Delivery to the carrier with POD Form 2729 
and the mail. 


.232 Third Copy. Retain, staple to the related POD Form 2729, and for- 
ward to the regional controller’s office daily. 


534.3 POD FORM 2734, AIRMAIL EXCEPTION RECORD 


31 DESCRIPTION 


POD Form 2734 serves as the basis for deduction of payment for scheduled 
services not performed, and as the basis for payment for new services per- 
formed. It is required when the routing of mail deviates from that originally 
ordered, to amend a POD Form 2729, or to cancel or amend a POD Form 2733. 
Unless necessary to amend a POD Form 2729 or to cancel or amend a POD 
Form 2733, it is not required when the mail is carried to its final destination 
from the point of irregularity by the same carrier who had custody of the 
mail when the irregularity occurred. 


32. PREPARATION 


.321 Who Prepares. The delivering carrier must prepare POD Form 2734 
to cover irregularities outlined in 534.34. The form is prepared at an airmail 
field or post office only when the carrier fails in this responsibility. 

.322 Completion of Form. POD Form 2734 must clearly describe trans- 
portation originally designated by the post office of dispatch, but not per- 
formed. Attach the second copy of POD Form 2733 (when voided) to the 
regional controller’s copy of POD Form 2734 and forward to the postal unit 
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concerned. The following information must be entered under the appro- 
priate headings: 


a. Serial Number. If rerouted mail is from only one origin, enter the seria) 
number of the POD Form 2729 or POD Form 2733 which is being canceled 
or corrected. 

b. Origin of Shipment. Enter the code of the originating postal unit. If the 
shipment is bulked, enter bulk in this space. 

c. Excepted Trip (‘first deviation from planned routing). Enter the route 
number, the trip number, and the scheduled origin trip date of the trip 
which was not performed or completed. 

d. Point of Exception. When POD Form 2734 is prepared to cover mail off- 
loaded short of its destination, enter the official code for the point of actual] 
off-loading. When POD Form 2734 covers mail which is overcarried, 
enter the official code for the point at which the mail’was destined for 
delivery or transfer. 

e. New Routing. Use this space to describe the disposition of the mail or 
to indicate new routing. When the disposition of the mail is to another 
carrier at the point of rerouting, show this information on the second line 
following the transfer point entry. 

f. Transfer Point. Enter the point from which the new routing will com- 
mence. 

g. Destination, Pieces, and Weight. For instructions on completing these 
spaces, see 534.22g, h, and i. 

h. Reason for Preparation. Check the appropriate box or boxes. The com- 
pletion of this section is particularly important for accounting purposes. 

i. Signature. Enter the name and organization (airmail field, post office, or 
carrier) receiving the mail. 


.33. DISPOSITION OF COPIES 


Copies of POD Form 2734 are disposed of as follows: (See 534.34 for further 
dispositions resulting from individual irregularities.) 

A. Distribution 1. The delivering carrier must retain the first copy, and attach 
the first copy of POD Form 2733 (when voided). Forward the second, 
third, and fourth copies to the postal unit concerned. Attach the second 
copy of POD Form 2733 (when voided) to the regional controller’s copy 
of POD Form 2734. 

b. Distribution 2. The delivering carrier must retain the first copy and attach 
the first copy of POD Form 2733 (when voided). Forward the second 
copy, with the second copy of POD Form 2733 attached (when voided), 
to the postal unit concerned. Give the third and fourth copies to the 
receiving carrier. 


.34 DISPOSITION OF MAIL FOLLOWING IRREGULARITIES 


Mail must be disposed of for the following irregularities, and POD Form 

2734 must be distributed in accordance with 534.33 when: 

A. Part of Scheduled Mail is Not Boarded. Transfer the mail to another carrier 
(distribution 2), return it to the dispatching postal unit (distribution 1), 
or reroute it t another trip of the same carrier when an interline transfer 
downline is involved (distribution 2). 

b. None of Scheduled Mail is Boarded. Transfer the mail to another carrier 
(distribution 2) or return it to the dispatching postal unit. In the latter 
case, return POD Form 2729 or POD Form 2733 with the mail. The re- 
ceiving clerk must destroy POD Form 2733 and void all copies of POD 
Form 2729. 

C. Mail is Carried by (Overfiown or Mishandied). Deliver the mail to the appro- 
priate postal unit (distribution 1) or return it to its destination via another 
carrier (distribution 2). If the carryby involves mail due to have been 
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connected to another carrier at the point overfiown or where mishandled, 
and the mail is forwarded via another carrier, void the POD Form 2733 
and dispose of the copies of POD Form 2734 according to distribution 2. 
Mail carried by involving a transfer to another carrier may be turned in 
to the post office. In this instance distribution 1 would apply. 

. Mail is Off-loaded Short of Destination. Treat the mail as instructed in 534.34c. 
If any of the off-loaded mail was originally routed for interline transfer 
downline and the rerouting is via the original transfer point for interline 
connection, forward the POD Form 2733 with the mail. 

. Mail has Missed Connection. Mail which was originally routed for interline 
connection may be delivered to the postal unit (distribution 1) or rerouted 
via another carrier (distribution 2). Mail which was originally routed 
for interline transfer may be delivered to the postal unit (distribution 1), 
rerouted via another carrier (distribution 2), or rerouted via the delivering 
carrier (distribution 2). 

. Mail is Boarded in Error. At the point of discovery, treat the mail as in- 
structed in 534.34c. 

. Flight is Canceled. Treat mail on board as instructed in 534.34c. Treat 
local boarding mail as instructed in 534.34b. 

. POD Form 2733 and Mail Received do not Agree. If the mail is over or short, 
void POD Form 2733 and prepare POD Form 2734 to show the actual 
amount of mail received (distribution 1). If no mail is received, deliver 
POD Form 2733 to the postal unit at the transfer point for voiding and 
forwarding with the regional controller’s copy. 


534.4 FORM 2753, RECEIPT TO AIRLINE 


41 DESCRIPTION. Form 2753 is a receipt to the carriers for airmail de- 
livered to the postal units. It is not used for mail which is delivered with 
Form 2734. (See 534.322i.) 

42 PREPARATION. The designated postal clerk must prepare the form in 

duplicate at airmail fields ‘(in triplicate at nonairmail flelds) as follows: 

a. Count the pieces when delivered by each trip, check against the carrier's 
total piece count, and enter the total on the form. Complete this count 
before any mail is distributed. 

b. Observe the mail carefully for any irregularities. Note on the reverse 
side of the form any discrepancy between your count and that furnished 
by the carrier. Notify the carrier immediately of any discrepancy, par- 
ticularly receipt of mail not due. 

43 DISPOSITION OF COPIES. Dispose of the copies of Form 2753 as follows: 

a. At Airmail Fields (prepared by postal clerk) 

(1) First copy. Sign and deliver to the carrier's agent as receipt. 

(2) Second copy. Retain as the airmail field file copy. 

b. At Nonairmail Fields (prepared by carrier’s agent) 

(1) First copy. Deliver to the mail messenger or motor vehicle service 
driver with the mail. The messenger or driver must sign and return 
it to the carrier as receipt. 

(2) Second and third copies. Deliver to the post office with the mail. 
The post office clerk must sign both copies, returning the third copy 
to the messenger or driver as a receipt. 


534.5 FORM 2759, REPORT OF IRREGULAR HANDLING OF AIRMAIL 
BY AIR CARRIERS 


51 DESCRIPTION. Form 2759 is used as a basis for brief against a carrier 
in the event of irregular handling. 
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.52 PREPARATION. Postal employees must prepare Form 2759 promptly to 
report any irregular refusal, removal, or receipt of mail by carriers. The 
form is self-explanatory. 


.53 DISPOSITION OF COPIES. Instructions as to the number and disposition 
of copies are noted in the lower left corner of the form. 


534.6 APPLICABILITY OF FORMS AND PROCEDURES 


The forms and procedures in this part are applicable to all domestic air 
carriers on all their routes within the continental United States. They will 
also apply to first-class mail dispatched via air under emergency conditions. 
In these cases, separate forms should be used to cover this class of mail. 
The separate forms should be prominently endorsed First-Class Mail. Pro- 
cedures for airmail routes to and within Alaska, Hawaii, Puerto Rico, the 
Virgin Islands, Mexico, and Cuba are covered by special instructions. 
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Part 542 
INTERNATIONAL AIR TRANSPORTATION 


542.1 CARRIER RESPONSIBILITY 
See 531.71. 

542.2 SCHEDULES 

See 531.15. 


542.3 DISPATCHING INSTRUCTIONS 


Include in pouches or sacks labeled to appropriate United States dispatch- 
ing exchange offices as indicated in schemes prepared by the regional trans- 
portation manager of the region in which the distributing office is located. 
542.4 REPORTS 


See 531.4. 


542.5 INTERNATIONAL AIR HANDBOOK 


Exchange offices will be governed by instructions contained in Transporta- 
tion Handbook, series T-1, Instructions for Handling and Reporting of Inter- 
national Airmail at Exchange Offices. 
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Issue 54 2-10-56 


POSTAL MANUAL 





Transportation Transmittal Letter 2 
1 FILING INSTRUCTIONS 


Remove Pages Headed: Insert Pages Headed: 

Contents (523.75) —Contents Contents (523.75)—Contents 
(551.27) (2 sheets) (553.32) (3 sheets) 

532.7lld (1 sheet) 532.711d (1 sheet) 

Insert: 


Part 531 following part 524. 

Part 534 following part 533. 

Part 542 following part 541. 
Cross out: Sections 47, 48, 59, and 64 of old chapter VIII-A, part I. 
Remove: Old manual page headed Ch. VIII-~A, Part 1.12-64b. 


2 EXPLANATION OF MATERIAL TRANSMITTED 


The attached Parts 531, Air Carriers; 534, Forms and Procedures for Dis- 
patching Airmail; and 542, International Air Transportation, complete chap- 
ter 5. The table of contents for chapter 5 has been amended to reflect these 
additions, and Section 532.7, Reports and Records, has been amended to in- 
clude cross-references to additional forms and procedures in part 534. 


Deputy Postmaster General 












































Part 523 
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PANEL-BODY SERVICE 


Description 
Established 
Operation 
Protection of Mail 
Termination 
Payments 


HIGHWAY POST OFFICE SERVICE 


523.1 DESCRIPTION 


.11 Authorization 
-12 Title Designation 
-13 Services 


523.2 CONTRACTING FOR HIGHWAY POST OFFICES 


.21 Ineligible Bidders 

.22 Agreement of Contractors 

23° Award of Contracts 

-24 Services Required of Contractor 

.25 Extensions, Discontinuances, and Changes 
-26 Subcontracts 

.27 Payments 


523.3. PERSONNEL 


-31 Requirements for Duty 

.32 Personal Equipment 

.33 Time Credits 

.34 Supervisor's Responsibilities 


523.4 FACILITIES 


.41 Construction of Vehicles 

.42 Arrangement of Equipment 

.43 Inspection and Care 

.44 Obtaining Supplies and Equipment 


523.5 HANDLING OF MAIL 


-51 Received from Public 

-52 Leading HPO’s 

-53 Local Exchanges 

.54 Distribution and Dispatch 
-55 Treatment of Registers 
-56 Unloading at End of Run 
-57 Direct Delivery 

-58 Philatelic Mail 


523.6 PROTECTION OF MAIL 


-61 Preventing Damage 
-62 Preventing Depredation 
63 Preventing Fires 
-64 Preventing Loss 
Responsibility for Mishandling 


REPORTS AND RECORDS 


Trip Reports—Regular Service 
Trip Reports—irregular Service 
Reports of Irregularities 

Pouch Records 

Cost Ascertainment Record 
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Part 524 


Part 531 
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POWERBOAT SERVICE 


524.1 

524.2 
21 
.22 
.23 
.24 


524.3 


-31 
-32 
.33 
.34 
35 
-36 
.37 
38 


$24.4 
524.5 


51 
-52 


DESCRIPTION 

POSTAL SERVICES PROVIDED 
Exchange of Mail 

Box Delivery and Collection Service 
Acceptance of Mail en Route 

Other Postal Services 

CONTRACTS 

Contract Areas 

Securing Bids 

Award of Contract 

Contractor's Responsibilities 
Renewals, Extensions, and Changes Without Advertising 
Irregularities 

Payments 

Termination 

PROTECTION OF MAIL 


REPORTS AND RECORDS 


Monthly Trip Reports 
Records 


Subchapter 530 AIR TRANSPORTATION 
AIR CARRIERS 


$31.2 


531.3 


531.6 
531.7 


CARRIERS’ RESPONSIBILITIES 

For Giving Mail Priority 

For Protecting Mail 

For Cooperating With Postal Inspectors 
For Providing Quarters 

For Preparing Schedules 

For Answering Correspondence 
FLIGHT OPERATIONS 

Notification of Plane Movement 
Originating Sections, Resumed Flights, and Delayed Operations 
Omissions of Service 

Emergency Trips and Extra Sections 


HANDLING OF MAIL 


Delivery to Carriers 

Direct Transfers Between Planes 
Delivery to Postal Representative 
Disposition of Mail—Canceled Flights 
Refusals and Removals of Mail 


REPORTS 


Refusal or Removal Report 

One-way Trip Report 

Irregularly-Handied Mail Report 

Accident Report 

SUBMISSION OF CLAIMS 

Domestic 

Hawaiian Islands, Puerto Rico and Virgin Islands 
States—Alaska and Intra-Alaska 
Designated Regional Controllers 
DEDUCTIONS AND FINES 
INTERNATIONAL AIRMAIL REGULATIONS 
Carriers’ Responsibilities 

Flight Operations 

Handling of Mail 

Accident Reports 

Submission of Claims 

Deductions and Fines 
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Part 533 


Part 534 
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AIRMAIL FIELDS 


532.1 DESCRIPTION 
532.2 PERSONNEL 
.21 Requirements for Duty 
.22 Personal Equipment 
.23. Time Credits 
-24 Supervisor's Responsibilities 


532.3 FACILITIES 
.31 Quarters 
.32 Arrangement and Use of Equipment and Supplies 
.33 Inspection and Care 
.34 Obtaining Supplies and Equipment 


532.4 HANDLING OF MAIL 
.41 Received from Public 
.42 Received from Postal Units 
-.43 Transfers 
.44 Distribution 
45 Dispatch 
46 Treatment of Registers 
-47 Direct Delivery 


$32.5 WINDOW SERVICE 


51 Extent of Service 
.52 Fixed Credits 


532.6 PROTECTION OF MAIL 
.61 Preventing Damage 
-62 Preventing Depredation 
63 Preventing Fires 
.64 Preventing Loss 
65 Responsibility for Mishandling 


532.7 REPORTS AND RECORDS 


-71 Tour Reports 

72 Reports of Irregularities 
-73 Airmail Dispatch Record 
.74 Interline Airmail Record 
-75 Airmail Exception Record 
-76 Pouch Record 

77 Cost Ascertainment Record 


AIR STAR ROUTE SERVICE 
533.1 DESCRIPTION 


533.2 CONTRACTS 


-21 Obiaining Bids 

22 Award of Contract 

-23 Application of Contract Regulations 
.24 Payments 


533.3 PROTECTION OF MAIL 
533.4 REPORTS AND RECORDS 


1571 


FORMS AND PROCEDURES FOR DISPATCHING AIRMAIL 


534.1 FORM 2729, AIRMAIL DISPATCH RECORD 
-11 Description 
.12 Preparation 
-13 Disposition of Copies 


534.2 FORM 2733, INTER-LINE AIRMAIL RECORD 


.21 Description 
-22 Preparation 
.23 Disposition of Copies 
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534.3 FORM 2734, AIRMAIL EXCEPTION RECORD 


31 
.32 
33 
34 
34 


534.4 
41 
42 
43 


534.5 
51 


-52 
53 


534.6 


Description 

Preparation 

Disposition of Copies 

Disposition of Mail 

Disposition of Mail Following Irregularities 


FORM 2753, RECEIPT TO AIRLINE 


Description 
Preparation 
Disposition of Copies 


FORM 2759, REPORT OF IRREGULAR HANDLING OF AIRMAIL BY 
AIR CARRIERS 


Description 
Preparation 
Disposition of Copies 


APPLICABILITY OF FORMS AND PROCEDURES 


Subchapter 540 INTERNATIONAL MAIL TRANSPORTATION 
Part 541 INTERNATIONAL SURFACE TRANSPORTATION 


541.1 


VW 
.12 
13 


541.2 


MAKEUP FOR DISPATCH 


Postal Union Mai! 
Parcel Post 
Registered Mail 


ROUTING 


Part 542 INTERNATIONAL AIR TRANSPORTATION 


$42.1 
542.2 
542.3 
542.4 
542.5 


CARRIER RESPONSIBILITY 
SCHEDULES 

DISPATCHING INSTRUCTIONS 
REPORTS 

INTERNATIONAL AIR HANDBOOK 


Subchapter 550 DISTRIBUTION, ROUTING, AND DISPATCH 
Part 551 PTS DISTRIBUTION AND DISPATCH 


551.1 


VW 
-12 
13 
14 


551.2 


21 
an 
-23 
.24 
25 
.26 
.27 


551.3 


31 
.32 
.33 
.34 
35 
.36 


TYPES OF DISTRIBUTION 


General Scheme 
Standpoint Scheme 
City Scheme 
Accommodation 


MAKEUP FOR DISPATCH 


Receiving 

Labeling 

Failure to Complete Distribution 
Packaging 

Pouching 

Sacking 

Outsides 


TREATMENT BY CLASSES AND TYPES 


First-Class Mail 
Second-Class Mail 
Third-Class Mail 
Fourth-Class Mail 
Airmail 

Insured and COD Mail 
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551.4 


41 
42 
-43 
44 
45 
.46 


5 


51 
52 
-53 
54 
55 
56 


TERMINAL DISTRIBUTION 


Priority of Distribution 
Letters 

Newspapers 

Parcel Post 

Ordinary Papers 
Circulars 


AIRMAIL FIELD DISTRIBUTION 


Priority of Distribution 

Pouch and Parcel Rack Distribution 
Mixed Mail Distribution 

General Scheme Distribution 
Standpoint Distribution 

Exception Distribution 


RPO AND HPO DISTRIBUTION 
Receipt of Mail 

Opening Pouches and Sacks 
Priority of Distribution 
Dispatches 


Part 552 SCHEDULES 


$52.1 
WW 
12 
V3 
14 
15 


Part 553 SCHEMES 


553.1 


2 2 
12 
13 


$53.2 


21 
.22 
23 


553.3 


31 
.32 


REGION SCHEDULE OF MAIL ROUTES 


Description 
Use 
Changes 
Errors 
Corrections 


DOMESTIC AIRMAIL SCHEDULES 


Description 
Use 

Errors 
Corrections 


GENERAL SCHEMES 
Description 

Use 

Correction 

CITY SCHEMES 


Description 

Use 

Correction 
STANDPOINT SCHEMES 


Surface Mail 
Airmail 
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-47 DIRECT DELIVERY 
See 512.48. 


532.5 WINDOW SERVICE 
.51 EXTENT OF SERVICE 


An airmail field must sell stamps only when there is no post office station or 
branch located on the airport or when a post office station or branch located 
on the airport is closed. The sale of stamps must be limited to the require- 
ments of travelers and must not involve bulk sales to patrons. 


-52 FIXED CREDITS 


a. A fixed credit for stamp stock will be assigned to a supervisor designated 
by the district transportation manager. This credit will be apportioned 
among clerks on the tours in amounts sufficient to meet a normal 3 days’ 
sales. Stamp stock requisitioned from the postmaster, as well as that 
turned over to clerks and their reliefs on respective tours, must be properly 
recorded and receipted for on forms obtained from the postmaster. 

b. At least once a month the supervisor charged with the fixed credit must 
check the contents of each stamp drawer against the amount apportioned. 
He must report to the district transportation manager any shortage or 
overage other than that chargeable to the sale of stamped paper. 

c. Fixed credits held by the designated supervisor and the individual clerk 
must be replenished daily to reduce to a minimum the amount of cash 
on hand. Credits of less than $100 may be replenished only when the 
accumulated funds amount to one-fourth of the credit. 


532.6 PROTECTION OF MAIL 


.61 PREVENTING DAMAGE. See 513.51. 

.62 PREVENTING DEPREDATION. See 513.52 

.63 PREVENTING FIRES. See 512.53. 

.64 PREVENTING LOSS. See 513.54. 

.65 RESPONSIBILITY FOR MISHANDLING. See 512.55. 


532.7 REPORTS AND RECORD 
.71 TOUR REPORTS 


-711 Determining and Reporting Count 

a. Count each pouch distributed and each package of letters, whether mixed, 
line, State, or city (where city mail is distributed), received as a direct 
package or from the mixed case. No count will be taken for distributing 
secondary or residue mail. The supervisor, or designated clerk, will report 
the total number of packages of primary letters and pouches distributed 
by any crew. 

b. Clerks performing secondary or residue distribution may be required to 
turn in, at the end of each tour, a count of mail distributed. The district 
transportation manager may verify the count of secondary or residue mail 
distributed as often as he considers necessary, or he may require the 
foreman of the tour or crew to do so. 

c. Form 5338 or POD Form 5271 shows a record of mail distributed. Where 
the form is required, use an adding machine to obtain this information 
from Form 5345, Memo to Tour Report, or from other improvised forms. 
Include the time of all clerks performing distribution on the same class 
of mail in the total time charged against the class on Form 5338 or POD 
Form 5271 where used. 

d. The register count shall be the total number of pieces (pouches, sacks, 
letters, and jackets) which are billed for dispatch by air or surface means. 
Obtain the register count by taking a running total of the entries on all 
dispatch bills, including any outside bills. No count will be taken of 
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turnover between tours except for pieces which, in accordance with in- 
structions, must be descriptively listed when turned over between tours. 
POD Form 5015, Register Balance Sheet, will not be prepared in airmail 
fields unless authorized. 


.712 Preparing Tour Report 
POD Form 5110, Tour Report of Airmail Field, must be prepared by the 
supervisor or under his close supervision. Accurate lists must be made of 
mail distributed by States and of the total number of pouches, sacks, and 
registers handled. Give particular attention to the report of unworked 
mail turned over to the next tour. The district transportation manager must 
have this information to determine the reasons for any excessive carryover. 


72 REPORTS OF IRREGULARITIES 


.721 Damage. See 512.631. 

.722 Depredation. See 512.632. 

.723 Fires. See 512.633. 

.724 toss. See 512.634. 

.725 Injury to Personnel on Duty. See 512.636. 

.726 Carrier Failures. See 513.726, 534.3, and 534.5. 
.727 Service Conditions. See 513.727. 


73° AIRMAIL DISPATCH RECORD 
See 534.1. 


.74 INTERLINE AIRMAIL RECORD 
See 534.2. 


75 AIRMAIL EXCEPTION RECORD 
See 534.3. 


.76 POUCH RECORD 

.731 For Airmail Pouches. Airmail pouches dispatched by air are recorded 
on the airmail dispatch record. Pouches received from air carriers are re- 
ceipted for in bulk on Form 2753, and the labels of distributed pouches are 
filed for 60 days. This procedure establishes a record of all pouches received 
and dispatched by air and makes it unnecessary to check these pouches in 
and out at any airmail field. No separate record will be kept of pouches 
due to be received by air. A master copy of the airmail dispatch record (or 
a Similar adequate record) must be maintained as a record of airmail! pouches 
due to be dispatched over each airmail trip. Keep this record correct from 
airmail pouch orders. 

.732 For Surface Pouches. Pouches due to be received and dispatched by 
surface means must be listed on POD Form 5074, Pouches Received and Dis- 
patched at Airmail Fields. Keep this record correct from pouch orders 
issued by the regional or district transportation manager. It is not necessary 
to check pouches received and dispatched against POD Form 5074. Do not 
report the failure to receive a pouch unless you Know that it is due to contain 
registered mail or unless you believe it has been stolen or lost. 


77 COST ASCERTAINMENT RECORD 
See 512.65. 
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Mr. Maerz. Just to supplement what Mr. Quigley said, this is the 
exact quotation from the Comptroller’s testimony before this sub- 
committee : 

The service rendered by the carriers in transporting airmail is almost identical 
to that furnished for airfreight except for the factor of priority which the Post 
Office Department has stated exists in theory only. 

Mr. Quieter. I stand corrected. I thought he said on paper. 

Mr. Gewrrtz. All right. 

I would then go further, Mr. Maletz, and say that the Comptroller 
General has definitely been mislead or has not read sufficiently through 
these regulations. The mail priority consideration is only one of the 
factors that constitutes responsibility of the air carriers. I would 
read you only the headings, unless you would want we to explore 
them at some length. 

Mr. Keatine. May I interrupt there? There is not any question, 
I gather, as to what the regulations are. The question is, Are the air 
carriers living up to them ¢ 

Mr. Gewirtz. So far as we know, sir, there is every indication that 
they are protecting the mail; they are cooperating with postal inspec- 
tors; they are providing quarters; they are preparing schedules; they 
are doing all of the things in terms of the eaten of the mail and 
flight operations that are prescribed in here. If not, the Post Office 
Department and the Board have the right to file complaints against 
them. 

Mr. Quieter. [ see no point going further with this. There are 
just two different points of view on it. 

Mr. Gewirtz. I want to submit for the record that there was some 
question with respect to that. Only if we don’t behave ourselves inso- 
far as the Post Office Department is concerned, we are fined. I am 
sure that you certainly are entitled to the record of the Post Office 
Department in that regard. 

Another statement that I believe was made—and I would stand 
corrected if it was not made this way—with respect to mail, is that 
the total revenues of mail and I believe of freight constituted about 
15 percent. 

I think the question was raised in the hearing the other day as to 
whether it was not 15 percent mail. And, of course, in 1955, the total 
mail revenues of the certificated airlines—all of the certificated air- 
lines—amounted only to 34% percent of our total gross operating 
revenues, and subsidy amounted to only 2.2 percent. 

What we are trying to show here is the tremendous increase, it is 
an increase of about 564 percent since 1938. And not only that, but 
the next chart shows you the revenue distribution of each letter, 1938 
compared to 1955, against the suggestions which have been made that 
the airlines are growing rich indeed, from the revenues they derived 
from airmail and the Government has been getting proportionately 
very little. 
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Well, that used to be true in 1938, where we received 6.88 cents out of 
every letter. And over 6 cents here. Let me _— out this is the 


average letter. It costs more than 6 cents to send an airmail letter on 
the average. There is more than one airmail stamp on each letter. 
The 1938 picture has been completely reversed, so that today the Gov- 
ernment gets 5.91 cents, and we get 1.10 cents out of every letter that 
is sent by airmail. 

In addition to that, the fiscal 1955 cost ascertainment studies of the 
Post Office Department show that domestically airmail showed a profit 
to the Post Office Department of $20 million. And internationally 
the profit was about $12 million. That is on airmail, as distinguished 
from the first class mail experiment. 

Relative to the first class mail experiment, I believe that the figures 
show that in calendar 1955, that the Post Office got better than $41 mil- 
lion for our carriage of first-class mail by air, and all the carriers 
received was about $2,735,000. 

Then when you move out of the airmail picture, you move into the 
question of subsidy. All of these things are to some extent—when 
you have a hostile adversary who is trying to point out that the in- 
dustry is monopolistic as well as intensely subsidized, they always get 
mixed up in the discussion of mail pay and subsidy. And they pur- 
posely do that. 
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Airline group 1956 (esti- 

1951 1953 1955 mated by 

| CAB) 
a a oe Aababiidslinaiipeiallinaiinags ———_—__—|__ aida —_ 
Domestic trunk $18, 024 $3, 527 $3, 059 $2, 193 
Local service 17, 310 21, 800 | 23, 040 24, 088 
Helicopters sinatra bla awe anaes 2, 657 2, 814 
States-Alaska- - ‘ ; ‘ 792 3, 226 3, 517 6. 875 
Intra-Alaska. - ‘ 2, 484 | 4, 639 4, 530 vere 
Hawaii | 48 871 293 293 
Transatlantic. _- 16, 121 9, 034 3, 136 | 635 
Transpacific -- 10, 776 12,173 2, 737 : 

Latin America. 10, 245 15, 470 12, 761 6, 339 
Total-... 75, 800 70, 740 55, 730 43, 237 
Note.—The unqualified figure of $20,000,000 for the 1957 aiadite a appearing in the iiaeels statement 


of CAB c hairman Ross Rizley to the House of Representatives Antitrust Subcommittee on Thursday, 
Mar. 8, 1956, actually represents the net cash required rather than the rates actually estimated to be paid 
This latter amount is partly covered by funds appropriated but not disbursed during fiscal years 1955 and 


1956. 


Source: Service Mail Pay and Subsidy for United States Certificated Air Carriers, published by Civil 


Aeronautics Board, September 1955. 


Well, even with respect to subsidies themselves, they have been 


steadily decreasing. 


Year by year they have been decreasing. 


And 


their decrease is even more impressive when you compare the decrease 
with the number of ton-miles that have been made available to the 


American public as contrasted with the amount of subsidy that has 
been available. 
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Now these are 1956 subsidy figures in terms of actual expenditures. 
If these figures change tomorrow neither you nor we would be sur- 
prised because every day somebody is coming in against a claim they 
may have had last year and there have been reductions and there are 
mail-pay adjustments. But as of the last reading the 1956 figure, 
fiscal 1956, was $43 million. In 1951 it was close to $76 million. Dur- 
ing that year the subsidy—not really subsidy generated but the amount 
of mileage that was available—was better than $2,750,000,000. And 
here it was $6 billion. 

Here you have it broken down, to some extent even more impressive- 
ly. The black line representing the portion of our total revenue, the 
red line that portion of the total revenue which is made up by subsidy. 

As I say, there has been a decline in that year by year. In fact, 
today subsidies are pretty nearly confined to certain particularized 
areas. Your local service airlines are still subsidized and for a very 
particular reason. 

In fact, I should not even use the word “subsidy” with respect. to the 
airlines. It isa subsidy to the community. It is a subsidy to the com- 
munity that is not yet able by reason of the traffic it generates to sup- 
port air service. 

We confidently expect that the local service airlines given the right 
equipment, given the right air traffic control systems and all of the 
things that go with it, will ultimately move out of the subsidy class 
into the class of self-sufficiency. 

Mr. Quieter. Would you include in that, given the right routes? 

Mr. Gewrrtz. Unfortunately, Mr. Quigley, you are there involved 
inan area of extreme competitive nature and I would prefer not to—— 

Mr. Quiciey. I am on the antimonopoly subcommittee. 

Mr. Gewirtz. By the same token, I know you would appreciate an 
association which consists of many members of intensively competitive 
native, whether they do or do not have the right routes now—I wish 
them well, indeed. 

Mr. Matetz. Is it not correct that these local service carriers because 
of the routes that they have been given by the CAB will probably be 
on subsidy for some time to come? 

Mr. Gewrrtz. Your clairvoyance is substantially better than mine. 
I do not know. I do not think their routes today in many respects 
suggest that they will be subsidized for a short period of time or long 
period of time. Some of them have made tremendous strides in the 
direction of becoming self-sufficient now. 

Mr. Maerz. Is that clairvoyance or has the Board taken that posi- 
tion specifically ? 

Mr. Materz. Because of the routes that they have been given which 

Mr. Maerz. Because of the routes that they have been given which 
are not financially profitable ¢ 
_Mr. Gewrrrz. I don’t know whether the Board has taken that posi- 
tion. Obviously, they have subsidized them because they need sub- 
sidy. If that is based on the nature of the routes system, it is based 
on the nature of the route system, I would not even hazard a guess. 

Mr. Maerz. What do your studies indicate? You have an eco- 
nomic bureau. 

Mr. Gewirtz. We do not study routes. Routes is an intensely com- 
petitive problem, as you know. We do not become involved in any 
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route considerations of any kind involving the members of the asso- 
ciation. 

Mr. Tipton. The question that you are putting, Mr. Maletz, of 
course, is a tremendously important one, and one on which I fre- 

uently have been called to comment. For that reason I took the 
liberty of interrupting. 

The estimate as to the time when the local service carriers will be- 
come free from subsidy is a very hard one to make. Actually, it is 
probably an impossible one to make. 

The two major elements in it, one of them is the general progress 
of traffic in developing over the lines, not only to local service carriers 
but others. The major consideration is the airplane. They are now 
operating a DC-3, almost all of them I believe are operating DC-3’s, 
which while a magnificient airplane in its time, is now generally re- 
garded as uneconomic under present cost levels. 

One of their major problems is to get a more modern airplane that 
will permit them to reduce their unit costs and permit them also to 
provide a more attractive vehicle for traffic development purposes. 

They are making progress with respect to getting a new airplane. 
Many of the local service carriers feel that if they can accomplish 
that, that they will make significant strides toward self sufficiency. 
That is by reason of those uncertainties it is most difficult, not only 
for us but for the local carriers themselves, or for the Board to make 
any estimate as to what their progress with respect to subsidy is going 
to be. 

Of course, everyone hopes, including the local carriers themselves, 
—7 that their time of subsidization will be as short as pos- 
sible. 

Mr. Maerz. By the way, Mr. Tipton, Congress, as I recall, several 
years ago gave local service carriers permanent certificates. What 
was the position taken by the ATA with respect to that ? 

Mr. Treron. The ATA did not take a position one way or another 
on the actual question of giving the permanent certificate to the 
local service carriers, but we did address communications to the com- 
mittees that were concerned with that emphasizing the necessity for 
maintaining stability in this industry in order to permit progress by 
any carrier, including local service carriers, and that is the statement 
of our position. 

Mr. Roprno. Proceed. 

Mr. Gewirtz. I would also point out that the other areas to which 
subsidy is confined at the present time is in the international field. 
Those routes which are unable to support themselves that are in a 
sense national interest routes, to a very large extent, and the heli- 
copter field which is a baby even compared to the local service airlines, 
and to some extent in the Alaskan field. 

While this chart is up it would be well to refer to an appendix which 
was submitted to the committee by the CAB. I believe it was CAB 
appendix No. 2, which sets out at some length the standards that the 
Board uses in determining mail rates for subsidized carriers. There 
has been a lot of loose thinking on the effect that these things are just 
picked right out of the air. 

These mail rate proceedings are hotly contested proceedings. The 
determinations there are made on the basis of evidence presented on 
all sides—the Board, on one hand, by the carriers on another hand, 
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and the Post Office Department, ‘n addition, always has an oppor- 
tunity to intervene and present its »ssition which it does. And on 
that basis, the service mail rates are determined. 

And I would refer to appendix 2 as a very good delineation—not 
necessarily agreeing with all of the procedural techniques—but a good 
delineation of how the Board handles that. 

Important in the consideration, particularly, of air line subsidies or 
public service revenues, is the determination of the kind of subsidy 
that is paid out by other countries to its international carriers. This 
is not intended as an effort on our part to suggest that any one of these 
foreign countries is doing the wrong thing. It gives you some idea 
and fits in very well. And I will refer to it again later when I dis- 
cuss competition in the international field. 


Representative foreign flag subsidies, 1946-53 
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TABLE 6 


The data on this chart are from a special report entitled “Report on Subsidy 
Policies of Foreign Airlines” prepared for the Senate Committee on Inter- 
state and Foreign Commerce by Selig Altschul and Dr. Oliver J. Lyssitzen. 
This report, dated August 22, 1951, was published as part of the record of the 
Senate hearings on S. 436, etc., Separation of Air Mail Pay from Subsidy, in 
part 2 beginning on page 781. 

This chart contains data for an additional 3 years which were prepared by the 
above named authors. 

But here is an example. This is taken, incidentally, from a study 
made by the Senate Commerce Committee in 1951 and then brought 
up to date. 

You have an example here of the kind of subsidies that were paid 
out over an 8-year period to just some of the selected airlines, in 
fact, the principal competitors of the United States-flag carriers. 
lhe figures arre self-explanatory and what you get at the end of this 
8-year period is, whether by cash or Government stock ownership or 
loans or provision of equipment, a total of close to $800 million in 
subsidy over that period of time. That represents a fairly respectable 
effort on the part of our foreign carriers to appreciate the importance 
and prestige that is connected with an international air system. 

At the same time it suggests the type of competition which our 
carriers face. 
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In addition to the responsibilities that we have in the domestic and 
foreign commerce and the postal service, there is the responsibility 
that the industry has to provide a supplement—a continuing supple- 
ment—and a ready fleet for the walivtidieioune: 


National defense civil reserve air fleet 


nl a a million__ $400 
ED GNy OCI a eel panes ankadainemanacoraee do__.. 300 
PisRes WIG’ CROW coc a eee. ea Gd cee eee 295 


TABLE 7.—Civil reserve airfleet supplied by scheduled certificated airlines as of 
Nov. 21, 19557 





Number of 
Aircraft type: aircraft 

Boeke Strate Craieet..... nn. sansa naseineseeen~ ae 19 
I I ig cers ps sesso oe mses ink ps ne ve eins oe cat naires tian 61 
I i ai caso a sit aca els weleeieccin ta pcs eterna cage ne we eae 13 
I i nis haat = dec ca cee ee Okabe de een Gascon aaenaes 32 
OD BIE i icc ese bes Ui cneseswednanneiee 104 
RNR FANE ooo os ee acnekckccmess endo oosndsescnncsastedees 31 
RII oo hice ieee oni Once cuenta naam nesoeeee ee 12 
ND i ee ie eh ee kore ne ane ehoe eae eee 23 
RN ieee oo anc wetinnes One n aan ee eeronenG Geen 295 


1 Most recent revision of CRAF plan. 


NoTe.—The value of the civil reserve airfleet stated on the chart is the current market 
vale plus 20 percent for spare parts. 

The cost of operation is the current direct operating cost incurred by the airlines owning 
these aircraft. 


The civil reserve air fleet is something which just didn’t grow like 
Topsy. There is some history connected with it. It is history that 
goes back to 1941, shortly after World War II started, and I might 
point out just a few short years after the Civil Aeronautics Act was 
passed, at which time the airlines in a sense became an arm of the 
National Defense Establishment. 

Within months after Pear] Harbor, a third of the airline personnel 
were in uniform, and 50 percent of the then total existing air fleet was 
made available to the military, to the Air Transport Command, or 
the Naval Air Transport Service. 

During the course of the war, the airlines under contract. flew 
the equivalent of about 26,000 times around the world at the equa- 
tor. Since then both in the Berlin and in the Korean airlifts, the 
civil certificated carriers and some of the irregular carriers have done a 
job of supplementing military airlift. 

An example of the importance that national defense bears to the 
proper kied of certificated air transport service is exemplified by the 
fact that just a couple of weeks ago in London the Russians flew 
in and displayed for all to see their two-engined jet transport the 
TU-104. 

And I would like to submit for the record some articles, one out 
of Aviation Week, a trade journal, and another out of American Avia- 
tion, which describes the TU-104, this Russian jet transport and de- 
scribes it in very flattering terms, as an instrument not only of competi- 
tive possibility in the air transport field, should the Russians ever 
move into the free world market, but even more important as a read- 
ily convertible transport in the event of national emergency. 

What we have done with the Defense Department is to work up as a 
result of the lessons of World War II and the fact that we may not 
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have been quite as ready then as we will be in the event of another 
emergency a civil reserve airfleet. 

Mr. Roptno. Would you like to submit them at this point? 

Mr. Gewirtz. Yes, I would like to submit them at this point. 

Mr. Roprno. You may doso. 

(The articles are as follows :) 


How Goop Is Russta’s Jet TRANSPORT? 


The recent flight to London of Russia’s Tupolev Tu—104 jet trans- 
port has touched off some sharply conflicting reports as to its merits. 
Here American Aviation reports on the latest of these appraisals, 
that of a team of top British airline officials in a confidential report 
following an extensive tour of the Tu—104 during its London stay. 
For earlier coverage on the Russian jet, see “Personal View,” pub- 
lisher Wayne W. Parrish’s editorial, and James Hay Stevens’ tech- 
nical article, both in the April 9 issue of American Aviation. 


The already conflicting technical opinions on the merits of Russia’s Tu—104 
jet transport have taken on a strange new aspect following an inside-out ap- 
praisal by a group of top British airline officials during its recent London visit. 

In sharp contrast with an earlier debunking of the Tu-—104 by Britain’s 
Peter Masefield as perhaps a good Russian product but not a very good airplane, 
a confidential report by this airline team poses it as a formidable threat to 
United States and British transport design leadership. 

Particularly impressive, American Aviation learns, was the Tu-—104’s two 
Mikulin M.109 jet engines. They classed these as production powerplants of 
significantly greater output than any engine in a comparable state of develop- 
ment outside the Iron Curtain. 

And based on an assumption that the Russians will proceed with a larger 
model using four M.109’s, they hint that the Soviets might produce (before the 
United States) an airplane in the same class as the Douglas DC-8 and Boeing 
707. 


RUSSIAN INTENTIONS REAPPRAISED 


In any event, this segment of British technical opinion was convinced that 
the Tu-104 stands as irrefutable evidence that the Russians intend to complete 
seriously in the output of advanced transport aircraft. Even granting that this 
particular design may have only. short-term use and may not offer any real com- 
petition, these officials were sold on the idea that the Soviets are a force to be 
reckoned with in the civil as well as the military field. 

But what is virtually beyond a reasonable explanation is their diametrically 
opposite report on the workmanship in the Tu-104 to that of Masefield, who is 
generally accepted as one of Britain’s top technical and administrative avia- 
tion authorities. Whereas he found the riveting job one that “wouldn’t pass 
muster” in British shipyards, they report the general standard of riveting and 
external finish as quite outstanding. 

And except for some additional data on the Russian engines, details learned 
in Tu-104 inspection agree with those formerly reported (American Aviation, 
April 9). They estimated the engine nacelles to be about 6 feet in diameter, and 
that the diameter of the jet nozzles is such that if operated “chocked” at full 
power, the M.109’s static thrust would be in the 18,000-pound range. 

As to cabin pressurization, the pilot of the Russian jet placed its cabin altitude 
at about 6,500 feet when operating at 33,000 feet, somewhat better than the 9,000- 
foot level attributed to it by the Moscow press. The inspecting team also noted 
the Tu-104’s VIP interior for 50 passengers, fitted with fully-adjustable, 4- 
abreast seats at a pitch of about 42 inches in line with the windows. Circular 
porthole windows were estimated at 15 inches in diameter. 

One novel feature observed in the cabin was the Russian approach to “air 
conditioning” in the Tu—-104. In addition to the usual oxygen outlets at each 
seat position, a hose-and-nozzle device was provided at each passenger location 
for spraying cold air on the face. 

General interior furnishing was considered good but typically Russian in 
Style. This included much dull coloring, heavy materials, polished dark wood- 
work, artificial flowers in vases and elaborate decorations. 
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One significant factor overlooked in the Tu-104’s development is that the 
postwar success of its designers (the Tupolev team) ironically began with a 
“carbon copy of the Boeing B-29 (Tu-4) and today parallels the bomber and 
transport activities of Boeing in the United States. 

Leading up to the Tu—104, Tupolev turned from the Tu—4 Bull medium bomber 
to the Tu-70 Cart, a transport version that never went into production. It 
stands, however, as the background experience of the Tupolev bomber-to- trans. 
port conversion activity which has now developed into the Tu-—104. 

After the TU-70, this team developed the Tu-12 Bosun light jet bomber in 
1948 and has since produced it for the Russian Navy. Next in line was the 
Badger medium bomber, from which the Tu-104 was derived. First prototype 
of the latter was shown at Red Aviation Day ceremonies last July, and the 
British airline officials were told it is now in limited experimental service on 
routes inside Russia. Captain of the Tu—104 which flew to London said that 
particular airplane has logged about 500 hours, only slightly more than that 
of Boeing’s 707 jet prototype. 

PARACHUTE EXIT 


One other feature of the Tu-104 noted by the British team may give some 
clue as to how the Soivets utilize the prototype versions of the jets. This 
VIP model incorporated a parachute exit in the vestibule of the forward cabin 
entrance, immediately aft of the flight deck. 

This exit was covered by a power-operated hatch permitting it to be opened 
in flight once the cabin was depressurized and the landing gear lowered. The 
outlet through the nose wheel well was considered a very effective parachute 
exit. 

Granting that this is obviously a desired feature in a test aircraft, the 
furnishing and instrumentation of the rest of the airplane did not support the 
conclusion that the exit was simply a carryover from test stages. Speculation 
is that it may be intended for special service work, which might involve para- 
chuting of small numbers of men into foreign countries, probably from high 
altitudes, in bad weather or at night. 

Bearing out this theory are a number of other factors in the TU-104 layout. 
Navigational equipment is extremely elaborate and self-contained and includes 
radar. The oxygen points located at every seat would allow depressurization 
at altitude for parachute drops. In addition to these, isolated single chairs in 
the compartment behind the parachute exit appear quite useful to a parachutist 
for donning equipment prior to jump. 





{Aviation Week, April 2, 1956] 
TupoLev 104: HArsH Proor OF Rapip Soviet PrRoGRESS 


Lonpon—Appearance of Aeroflot’s Tupolev 104 jet airliner (AW March 26, 
p. 29) presented new evidence of the remarkable advances in aircraft design 
made by Russia during the last few years. 

The twin-jet aircraft shows sound design characteristics built into a con- 
temporary airframe powered by two of the largest turbojet engines operating in 
the world today. 

Designer Andrei N. Touplev writing in Pravda last week said his airplane 
was in quantity production and described it as having a 2,000-mile range, 
cruising altitude of 33,000 feet, and cruising speed of 500 miles per hour. Single 
engine ceiling is 16,000 feet, according to Tupolev. Marshal Zhavoronkov, head 
of Aeroflot, said the Tu—104 will be used on the Moscow-Peking route and routes 
connecting Moscow with several European capitals. 

(Aeroflot has rights to land in Stockholm and Helsinki. Negotiations with 
France were discontinued some weeks ago because the Russians wanted to de- 
lay operations-to Paris until they could exploit their latest equipment, presum- 
ably the Tu-104. French sources anticipate no political problems in allowing 
Aeroflot to serve Paris, but they note that technical difficulties are present— 
a language problem for one and Aeroflot conformation to the codes and prac- 
tices of the ICAO regulations for another. ) 

The aircraft carries two pilots, navigator, flight engineer, radio operator, and 
stewardess. Tourist configuration will carry 70 passengers, according to Aero- 
flot. 








MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1585 


Most observers believe the Tupolev design owes many features to the standard 
Russian medium jet bomber, the Badger, believed to be an Ilyushin design. 
Particular points of similarity include the tail, landing gear, and nose. The 
engines appear to be mounted further outboard on the jet liner than on the 
Badger. 

Most impressive feature of the new aircraft is the apparent size and thrust 
of the engines. Rolls-Royce designers calculated the diameter of the huge air 
intakes as 40 inches and estimated the thrust of the engines at 15,000 to 17,000 
pounds. Other qualified observers made estimates from 12,000 to 20,000 pounds. 

These engines probably are the same as those used in the Badger and Bison 
bombers, which have been estimated to have a thrust approaching 20,000 pounds. 

The exhaust nozzle diameter is calculated at 3 feet. Overall length of the 
engine nacelle is approximately 40 feet and maximum diameter is 5 feet. The 
engine inlet itself probably is halfway back in the nacelle near the wing front 
spar. The thrust line is angled outboard to protect the fuselage from blast. 

Noise level of the Tupolev upon its takeoff to return to Moscow was comparable 
to the de Havilland Comet I. 

Prior to landing on the inbound flight and then upon taxiing to the ramp, 
the engines seemed unusually quiet in view of their size, although there was no 
indication of silencers. 

Length of the cigar-shaped fuselage is about 120 feet. Span of the thick, swept 
wings is approximately 118 feet. Sweep is more than 30°. Height of the verti- 
cal tail fin is about 33 feet. 

Two wing fences are evenly spaced outboard of the landing gear nacelles. 

The four-wheel, double-truck landing gear tucks into separate nacelles out- 
board of the engines. The nose gear is a steerable twin-wheel. 

Fuel is stored in the wings and the lower part of the fuselage. Some 8,000 
Imperial gallons (9,600 United States gals.) of jet fuel were taken aboard after 
the 3% hour, 1,564-mi. flight from Moscow. 

The plane assigned to Gen. Ivan A. Serov, Rusian security chief, for the trip 
to London has a 52-passenger seating arrangement, according to Russian sources. 
It is finished with pale blue seats and inlaid walnut paneling. There are 15 
small round windows, a little more than 1 foot in diameter, down the starboard 
side. Four of the windows are set into square escape hatches. A single door 
is aft on the port side. 

Below and behind the bomber-styled nose is a bulging radome, presumably for 
navigational radar. Radio antennas and masts appear conventional. 

Control surfaces seem standard with servo tabs and a nonflying tail. Thick 
leading edge of the wing and blunt nose would seem to place the aircraft in the 
500-miles per hour class, certainly not much above. This seemed to be confirmed 
by the time en route from Moscow. 


Crvit MARKINGS 


The jet liner carried the markings of Aeroflot, the Russian civil airline. There 
was a blue stripe the length of the silver fuselage, a red flag on the tail, and a 
red hammer-and-sickle insignia below one of the escape hatchs. Stylized Rus- 
sian script “Tu’’—for Tupoiev—is on the note. The paint did not appear new 
and the aircraft gave evidence of having a considerable number of flying hours 
behind it. 

The Russian jet liner landed at London airport after a 3% hour flight from 
Moscow. Average speed was 446 miles per hour over the 1,564 mile route. 

A British assistant air attaché, Squadron Leader J. J. Deverill, was aboard the 
aircraft to interpret air traffic control procedure for the Russian crew. He 
reported the airliner flew at 33,000 feet for the trip. British weather service re- 
ported winds varying from 20 miles per hour due north to 80 miles per hour due 
south over the route. 


SLOW APPROACH 


Deverill said, “She flies beautifully,” but refused to make any further public 
‘omment, He reported immediately to Air Ministry officials for interrogation 
after arrival. 

The Tu—104 let down through the rain clouds over the airport and made one 
pass at the field at about 2,000 feet, then it circled and made a slow approach, 
(dropping its large-span slotted flaps. Landing roll was extremely short, even 
allowing for the strong headwind of about 30 knots. 
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Upon Serov’s return trip to Moscow—which was made ahead of the originally 
scheduled departure of the Tu—104 because of the unpopular reception accorded 
the security chief—the plane set a record for the run of 510 miles per hour aver- 


age speed. 
PHOTO INTERPRETATION 


An analysis of available photographs of the Tu—104 leads to some suppositions 
about the design and background of the plane. 

Most obvious points of similarity between it and the Badger are in the nose 
of the fuselage, the vertical tatil and the landing gear in separate nacelles. 

It appears as though those assemblies from the Badger were used intact and 
that a passenger fuselage and a new set of wings were built around them. This 
is a reasonable assumption, considering the Russian engineering tendencies to 
pool technical features and to standardize on subassemblies as much as possible. 

It also is entirely possible that the complete nose and cockpit assembly has 
been standardized for use on all large Red aircraft, whether military or civil. 
Available pictures of the Bison show that it also has the nose layout of the Tu- 
104 and Badger. 

Photos indicate that the wing is cranked at the leading edge, like that of the 
Badger, but the almost abnormal thickness of the Tu-104 wing suggests that a 
new airfoil section has been chosen for high-lift characteristics at the low-speed 
end of the flight regime in order to make the plane more docile in the landing 
pattern. 

The argument between observers as to whether the Tu-104 is a Badger de- 
velopment or not and as to whether Tupolev designed the 3adger are no nearer 
settlement than they were before the plane came inte London, since there has 
been no comparable opportunity for western observers to examine a Badger. 


RATED THRUST 


Some conclusions about the thrust of the engines may be drawn from the 
knowledge of the amount of fuel—9,600 United States gallons—taken on board 
at London. If the cruise consumption of the engine is about 0.7 1b./lb./hr.— 
a figure representative of current designs—then the cruise thrust at 33,000 feet 
altitude is about 13,000 pounds per engine. But at the Tu-104’s cruise conditions, 
the engines would be delivering approximately 60 percent of their sea level 
static thrust. 

Therefore, the engines must be rated at approximately 20,000 pounds static 
thrust at sea level. 

This checks earlier estimates of the power of Badger and Bison engines made 
in this country and the United States by powerplant experts. 

Said one British engineer, “I reckon these (Badger) engines to deliver about 
22,000 pounds based on our estimates of the tailpipe diameter. Also, we know 
the Russians to be logical chaps, who would use nice round figures for design 
thrusts. And 22,000 pounds is 10,000 kilograms.” 

The general attitude of Western observers is that the engines are very high- 
powered, and any attempt to depreciate their thrust to the 12,000-pound level is 
wishful thinking. 





FUSELAGE DESIGN 


Fuselage of the Tu—104 is circular in cross-section and approximately 12 feet 
in diameter. The Badger’s fuselage is elliptical, much narrower and somewhat 
shallower. 

The window line is broken in the plane of the engines by a slight step up for 
a pair of windows over the wing. This suggests one of two things: Either the 
the lavoratories are located there, because of the possible danger from a com- 
pressor failure, or there may be berths placed above the wing carry-through 
structure. 

Mr. Gewrrtz. The civil reserve air fleet, as of the time this chart was 
made up, consisted of 295 planes, 295 supplied by the certificated car- 
riers, with crews. This represents, if the Government has paid out 
the money, a basic initial investment of $400 million; if the Govern- 
ment were to maintain these planes, it would cost them $300 million 
annually on a standby basis. That is the figure as of the time the 
chart was prepared. 
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We are given to understand that shortly there will be an increase 
of possibly some 30 or 40 planes to be provided by the certificated car- 
riers; that the increase of just those 40 planes will constitute an in- 
crease in available lift of about 43 percent. 

What that new fleet will be capable of doing is providing 800,000 
available ton-miles per hour in the event of a national emergency. 

I could go into some detail and tell you how the civil reserve air 
fleet will operate. It isa two-ocean operation. Certain airlines have 
been designated to operate over the Atlantic, some over the Pacific. 
The most important thing is that within 48 hours after an emergency 
this fleet completely modified, will be able to go into action. And 
this is the direct results of the efforts in large part of the certificated 
carriers, 

Mr. Harkins. Could I interrupt ? 

Are there any noncertificated carriers participating in the civil 
reserve air fleet ¢ 

Mr. Gewirtz. My impression is, based on that 295 figure, that it 
consists of 317 airplanes. I think that Slick and Flying Tigers, who 
were not members of the association at the time this chart was pre- 
pared, but are now, would contribute about another dozen to this, 
taking it to about 307. 

Then in addition to that, you would have Trans-Ocean Airlines, 
with a respectable contribution, and possibly 1 or 2 aircraft from some 
of what are now called the large supplemental air carriers and for- 
merly the large irregulars. 

I would say their representation there as I indicated before when 
I mentioned it would amount to a minimal percentage of the total. 

Mr. Harkins. But the civil reserve air fleet, therefore, is not an 
ATA or certificated carrier operation ? 

Mr. Gewrrtz. It has never been so suggested. 

Mr. Roprno. I believe Mr. Gewirtz stated that in his statement. 

Mr. Gewirtz. We have seen, since 1938 to 1955, the picture of the 
contribution that the industry has made under the act to the domestic 
and foreign commerce and the postal service and the national defense. 

Now let us look at the extent to which there has been increased com- 
petition. 

This is the map of the United States scheduled air transport sys- 
tem in 1938 at the time of the passage of the act. Many of these lines 
as distinguished from the 1955 picture—many of these lines are just 
the lines of one carrier operating between most of those points, or 
among most of those points. 

The Alaskan picture shows one Pan-American route from Juneau 
to Fairbanks, I believe, one airline operating in the Hawaiian Islands, 
and no service at all in Puerto Rico, the Dominican Republic and into 
the Virgin Islands. 

Now we take a look at the 1955 route map, which is an overlay on 
the 1938 map, and which at the very least can be said to have a lot 
more lines than the 1938 route map. We would propose to show you 
what those lines mean, and how they got there. Certainly, there 
is an intensity of at least quantitatively increased service there. 

_ Alaska is all crisscrossed with routes. There are now two carriers 
into the Hawaiian Islands, and substantial service, at least in terms 
of the requirements, not only within the Dominican Republic and 
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Puerto Rico but to points in the United States which will be reflected 
when we go into some of the international maps. 

What this map means, in addition to lines on a chart, is that there 
has been increased competition between the top cities in the country, 
in fact, among all of the cities in the country. 

The board submitted an appendix to you, I believe it was appendix 
No. 3, which we have corrected, and f atua submit the corrected 
copy for the record at this point, since the Board chose to omit as com- 
petitive carriers to those top 50 cities, carriers who had not carried 10 
percent of the total passengers between the points involved. 

We submit this, that maybe they didn’t cary 10 percent last year, 
but nevertheless you have the element of competition in there that 
given the right equipment will evidence itself, and it is competition 
whether manifested to date or not. 

In addition to that, there has been more competitive opportunity 
all over the United States. You have had new classes of carriers 
created. As I indicated previously, the local service airlines of 1956 
are in most respects larger, in terms of the mileages they fly, than were 
most of the grandfather carriers in 1938. 

Mr. Maerz. Does the ATA believe that competition improves the 
quality of air transportation ? 

Mr. Gewrrtz. Well, I believe it does in many respects, depending 
on the nature of the competition. If Tiffany is competing with the 
5-and-10-cent store, you do not have any increase in the caliber of 
what you get at Tiffany’s from what you can buy at the 5-and-10-cent 
store. 

Mr. Maerz. Does the ATA believe that trunkline competition, and 
increased trunkline competition, should be limited to the grandfather 
carriers ¢ 

Mr. Gewrirtz. You wouldn’t mind amending the “trunkline” to 
“long-haul,” would you ? 

Mr. Maerz. No; I would prefer to stick with this definition of 
trunklines which I think is well recognized in the industry and by your § 
erganization. | 

r. Gewrrtz. At the risk of being offensive, I don’t know what 
trunkline means. 

Mr. Maerz. Would you repeat the question, Mr. Reporter? 

Mr. Gewirtz. I will answer the question that I understand, and 
I am afraid I will have to refuse to answer a question that I do not. 

Mr. Maerz. Would you repeat the question, Mr. Reporter ? 

Mr. Quietey. You both i ab what you are talking about, 
a of the language you used. 

{r. Gewrrtz. I think we are talking about different things. 

Mr. Quictry. I do not believe you are. At least, I understand 
both of you and I know as much about this as anybody around here. 
Mr. Maerz. I will repeat the question, Mr. Gerwirtz. : 

Does the ATA believe that trunkline competition should be limited 
to grandfather carriers ? 

Mr. Gewrrtz. I think I stated previously that our concern is not 
who gets-into the business but how they get in. As a result of that 
statement, my answer to this question would be “No, we do not.” 

Mr. Mauerz. You do not believe that trunkline competition should 
be limited to the grandfather carriers; is that correct ? 

Mr. Gewirrz. Will you restate the question again ? 
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Mr. Maerz. Does the ATA believe trunkline competition should 
be limited to the grandfather carriers? 

Mr. Gewirtz. No. 

Mr. Maerz. Thank you. 

Mr. Gewirrz. Not-only do you have this intensified competition in 
the industry 

Mr. Materz. I do want to interrupt with one more question, The 
fact remains, though, that trunkline competition has been limited to 
the grandfather carriers; is that right? 

Mr. Gewirtrz. The fact remains that based upon your definition, 
which I do not accept, because it does not mean anything, that the 
carriers that are now engaged in what you call trunkline and I call 
long-haul business, are grandfather carriers, some of which in 1938 
were smaller than local-service airlines today, completely subsidized 
and non-self-sufficient. They have now been made stronger as I 
propose to show you in about eight different instances, so that they 
could in.a sense become competitive and provide the kind of system 
that you have in the United States. 

Mr. Maerz. Does your organization have studies or breakdowns 
as between trunkline carriers and local-service carriers ? 

Mr. Gewirtz. Do we issue statistics? Well, we have an annual 
book that we call Facts and Figures, and in that book we have what 
we refer to as the domestic trunklines, local-service airlines, and some 
of those other classifications. 

Mr. Materz, Your organization itself recognizes these various cate- 
gories; is that right? 

Mr. Gewirtz. They are CAB classifications. We have no alterna- 
tive except to recognize them. 

Mr. Lerz. Does your organization recognize these different 
categories ? 

Mr. Gewirtz. I believe I just answered the question by saying pre- 
cisely what you have asked me in terms of “Yes”; we do, subject to 
ie Sepietaneen that it is essentially a CAB descriptive term meaning 
nothing. 

Mr. Shaan Your breakdown of trunkline and local-service ear- 
riers means nothing, too; is that right? 

Mr. Gewirtz. Means more today than it meant in 1938, if we broke 
it down in those days on the same basis. 

I prefer to deal in the practical aspect of the figures of what you 
are talking about rather than how you describe it. People are all 
described as people. But you won’t say by the same token that you 
can shove them into one pile and say, “Those are people.” They are 
different, “ 

The airlines in 1938 are different from the airlines in 1955. The 
trunklines in 1955 are different from the trunklines in 1938. It is a 
matter of mathematics, if nothing else, whether in terms of number 
ef route miles they fly, in the terms of the number of people they 
carry, or in terms of the revenues that they accumulate. 

_ I propose to address myself to that problem in that way. I think 

it 1s Impractical to do it any other way. Not only do you have a 

competitive system that is intense as represented by these figures but 

you have a competitive system that is greater and more intense than 

the competition that exists in any other form of transportation. 
77632—57—pt. 1, vol. 3 ——12 
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I was amused when acing the transcript of some testimony before 
the committee suggesting that this act of 1938 was in the image 
of the Motor Carrier Act and heavens-to-Betsy, the Motor Carrier 
Act had prescribed tremendous competition in the motor carrier field. 

Well, that got our economists working. We wanted to know about 
the extent of the competition that existed in the field of motor carrier 
passengers. 

Well, we discovered that Greyhound and Trans-Continental Bus 
and their subsidiaries—and these are not just subsidiaries with an 
element of control that is doubtful—these are subsidiaries that are 
controlled 50 percent or better by the parent company. In the most 
recent year, T believe it was 1954. that Greyhound and Trans-Conti- 
nental, between them, had 71.5 percent of the intercity passenger 
revenues, 69.1 of the total operating revenues, and better than 91 
percent of the total net in the field of motor carriage of passengers, 

If this is modeled on the Motor Carrier Act of 1935, as was sug- 
gested by one of the witnesses before the committee, heavens, the 

oard has done an extremely more competent job; and in effect, has 
created a more competitive situation by far, certainly, than exists in 
the bus field, and certainly than exists in the field of rail transpor- 
tation. 

Mr. Roptno. You do not include trucklines? 

Mr. Gewirtz. No, sir; I would not. The nature of the industry 
there is different. Authorizations that are allowed are different. I 
would point out as of today, Mr. Quigley, about 88 percent of the 
air-transport business is in the passenger business, so it is not unfair 
of us to pull out the passenger carriers in the motor carriage field and 
compare ourselves to them competitively. 

Every one of these lines between principal cities represent more 
than just a route. Between New York an Chicago, you have 5 airlines. 
Between Washington and Chicago, 4. Between Washington and New 
York, at the present time, there are about 7. 

You could go into every top city in the country, into the 50 top 
cities and show a quantity of competition that comparatively, cer- 
tainly in terms of 1938, is tremendous. 

Mr. Rocers. When you say a quantity of competition, is that an 
actual competitive condition that has resulted in reduction of rates 
to the public or is it just quantity among those who have the cer 
tificate? 

Mr. Gewrrrz. It has been more than that. I have used quantita- 
tively purposely because I would propose when we are finished dis- 
cussing the quantitative aspects of domestic and international compe- 
tition, to go into the qualitative aspects of it, precisely the area that 
you have just raised, the area of price competition. 

Mr. Rocers. Yes. 

Mr. Gewirtz. Where in a sense I will have to contradict what I said 
last June, because I was badly prepared for the question and am better 
prepared now and prepared to state unequivocally there has been 
some price competition in the certificated air-transport industry. 
These represent more airlines that are intensely competing with one 
another in terms of price and service and in terms of merchandising, 
in terms of imagination, ingenuity, getting the right airplanes, getting 
them first and first on the operating line. All of those things are 
represented and more. 
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Mr. Rogers. Is not the fare, as an example, from here to Chicago, 
the same on all of the certificated airlines ? 

Mr. Gewirrz. Ultimately, the level of the fare that has been estab- 
lished by 1 certificated carrier between 2 points first may well be met 
by the other carriers. Thatisthe rule. The exceptions, and I would 
propose to introduce some evidence to that effect, show that occasion- 
ally you do have situations in which point to point competition pro- 
duces different fares by different carriers. 

I believe I submitted some testimony after I had finished last June 
showing certain point pairs where there was different fares between 
the same points, but the fact is that somebody has got to start it. 

Is it to be suggested that there is no price competition just because 
ultimately the fest price, the lower price set, is met by a competitor ? 

We have the outstanding example of that today. Effective, I be- 
lieve, May 1 in New York, and effective June 3 here, American Air- 
lines has offered a DC-7 Royal Coachman service at $99. That is 
$19 higher than the DC-—6—B transcontinental service between New 
York and Los Angeles and Washington and Los Angeles. 

By the same token, it is a lot faster airplane, more expensive air- 
plane, more modern airplane. Is it fair to suggest that if United 
and TWA, United with the same equipment, TWA with Super G 


constellation equipment, meet? Is it fair to suggest that if those other 
carriers that are competitive, American’s 7 Royal Coachman’s 
$99 fare they are not being competitive pricewise? In fact, TWA 
has a combination fare ay, tourist first class on the same plane 
— Constellation. 


omebody had to do it first in that area. The somebody that had 
to do it first happend to be TWA and American. That is in many 
respects, in most respects, price competition at its best. 

Mr. Rogers. Does that mean that based on the experience in the 
past, we may anticipate in the future that TWA and United would 
come along and meet what American is doing on this flight that you 
are talking about ? 

Mr. Gewirtz. They may. The way in which the industry has op- 
erated to date suggests there is no telling what one carrier will do 
when another carrier does something first. They may meet the Royal 
Coachman fare, they may file tariffs that are lower, they may file 
different tariffs. 

Mr. Rogers. Let me ask you, from the experience of the past, when 
one does open a field, as you say American has now done, that the 
others met it ? 

Mr. Gewirrz. The experience has been in some instances, and they 
will file lower tariffs. In some instances they will just meet the tariff 
that has been filed. It may be immediately; it may take a while. 

_ Mr. Rogers. That leads to this question: does ATA play any part 
mn that field ? cei 

Mr. Gewirtz. So far as we know, I would ask Mr. Markham to 
confirm this if he would, the only part we play in these particular 
games of tariff filings that go on, is that we act as the publishing agent 
lor the filing of the tariffs. We would not even begin to stick our 
neck onto the buzz saw of what you do to meet or beat the tariff of 
au airline competitor. 


Mr. Rocrrs. Is that not part of the function of the Air Transport 
Association ? 
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Mr. Gewiriz, Just the tariff filing, I believe, the tariff publishing, 
That is all we do there. 

Mr. Rogers, Just file it and nothing more, so far as the association 
is concerned ? 

Mr. Gewirtz. File it and then run very fast. 

Mr. Rogers. Have there ever been any instances where the associ- 
ation might have taken it up with some of the members and say, “Look 
here, you are cutting not only your own throat, but everybody else’s in 
this association.” Has that ever been discussed ? 

Mr. Gewirrz. I don’t think it has. I am sure it has not. I am 
sure that if it ever had been discussed, that the man who discussed it 
would be looking elsewhere for employment, if it became generally 
know that he had raised that point. 

Mr. Rogers. You have been charged with conspiracy, and not 
letting competition work. You are explaining this to us. Is ther 
any evidence of that in your association that you know of? 

Mr. Gewirrz, I think Mr. Tipton said at the outset, Mr. Rogers, 
that he rejects that accusation. I said earlier today at the beginni 
of our testimony, that we hoped not only to neutralize it but to pul- 
verize it. There is no evidence of this fictitious charge of conspiracy 
which even the chairman, Mr. Celler, suggested be withdrawn. 

Mr. Rogers. Of course, the conspiracy part of it, if it existed, 
naturally, would act against the interests of the public. What I am 
trying to find out from you, and I think you have answered it so far, 
is this: Are you willing to testify to this committee that the Air 
Transport Association has had no part in entering into combinations, 
be it among themselves or with the CAB? 

Mr. Gewirtz. With respect to the problem you have just been talk- 
ing about 

r, Rogers. Yes. 

Mr. Gewirrz. I would certainly so testify. 

Mr. Rogers. There is a difference in service that various airline 
may give as to equipment and schedules and things of that type? 

Mr. Gewirrz. A great variety of differences, ‘Mr. Rogers, There 
are preferences on the part of the public, that reflect. themselves in 
what the airlines do. ‘There are differences not only in the equip- 
ment, but in the service provided by one airline to aati in terms of 
meals and the kind of meals. 

There is a difference in the service provided on the ground; ther 
is a difference in the merchandising techniques. These are all differ: 
ences that are generally to be found as I propose to go into some 
detail, particularly from the merchandising point of view, differences 
that are normally to be found in a nonregulated industry. 

Mr. Rocers. Well then, are there any particular areas in the cour 
try, in which certain of the trunklines have a monopoly, where they do 
not have the opportunity to give the type of competition that obtains 
between here and Chicago or Chicago and New York? 

Mr. Gewirrz. I ree suppose that some places like Fargo, S. Dak, 
and service out of Fargo, east and west, that a carrier might have! 
monopoly. 

Mr. Rogers. On the theory that there is only one? 

Mr. Gewirtz. That you could not fill enough planes out of ther 
a day to provide service by more than one carrier. Certainly, wh 
you cate in the instance of the top 50 cities, that is the top 50 cilit 
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that generate most of the traffic in the United States, what you have 

there is competitive service among 3 or 4 or more carriers with, I 

believe, only 3 or 4 exceptions. 
Mr. Rocers. Out of the top 50? 


Mr. Gewirrz. Yes. 


board did not give you all of the data. 


incontrovertible fact. 


I will submit a corrected appendix. 
But that is a fact. 


The 
That is an 


(The following corrected appendix was submitted by the Air Trans- 


port Association :) 


Additions to* Table I—Competitive status of 50 leading domestic segments, 
September 1940 and February 1956 


Segment 


Miari-New York-.---- 
Los Angeles-New York 
New York-San Francisco 
Chicago-New York 
Chicago-I.os Angeles 
Chicago-Miami 


Chicavo-San Francisco 
. Detroit-New York 

. Detroit-Miami _- 

. New York-Washington 


FSS eu Sop ep 


. New York-Seattle - - 

. San Franciseco-W ashington 
. Boston-New York - - 

5. Los Angeles-W ashington 


. San Francisco-Seattle 

. Los Angeles-Seattle- -- 

. New York-St. Louis 

. Dallas-New York 

. Cleveland-New York 

. Detroit-Los Angeles---...........--- 
. New York-Tampa 

. Chicago-Washington.._............- 
. New York-San Antonio 

. Boston-Los Angeles 

. New Crleans-New York 

. Cleveland-Miami 

. Minneanolis-New York 

. Boston-Miami 


. Miami-W ashington 

. New York-Pittsburgh 

. Miavi-Philadelphia 

. Boston-Chicago _- 

. Kansas City-New York 

. Boston-San Francisco. _---_- 
. Chicago-Philadelphia 


16 
17 
18 
19 
20, 
21 
22 
2B 
24 
25, 
26. 
7 
2B. 
29 
30. 
31. 
32. 
33. 
34 
35, 
6 


oe 
N 


. Denver-New York 

. New York-West Palm Beach_. 

. Buffal)-New York......-..--- oa 
. Chicago-Detroit _...............- 

. Cincinnati-New York 

. Cleveland-Los Angeles._...........- 
. Chiecago-Tampa 

. Detroit-San Francisco. ____.. 


SSSssetss2=sssz 


. Milwaukee-New York 


' Include new authorizations (not nonsto 


Los Angeles-San Franciseo--..-......- 


. Houston-New York _....----.---.-.- 


[Additions are italicized] 


| September 1940 


| EAL. 

| AAL, TWA, UAL 
UAL...... 
AAL, TWA, UAL 








| OE oo ce eeecenne al 


. Los Angeles-Minneapolis....-...____|. 
. Los Angeles-St. Lonis..........__.___| 





February 1956 3 


EAL, NAL. 

AAL, TWA, UAL. 

AAL, TWA, UAL. 

AAL, CAP, NWA, TWA, UAL. 
AAL, TWA, UAL, CAL. 


A 
EAL. 
AAL, EAL, 
TWA, NAL 
NWA, UAT. 
AAL, TWA, UAL. 
AAL., BAL, NEA. 
AAL, TWA, UAL. 
EAL, DAL, AAL. 
UAL, WAL. 
UAL, WAL. 
TWA, EAL, AAD. 
AAL, BNF, DAL. 


BNF, CAP, DAL, 


| CAP, UAL, TWA, AAL. 


AAL, UAL, TWA. 
EAL, NAL. 

AAL, CAP, TWA, UAL. 
AAL, EAL, BNF. 

AAL, TWA. 

EAL, CAP, DAL. 

EAL 


SAP, NWA. 

EAL. 

FAL, DAL, CAP. 

EAL, NAL. 

CAP, TWA, AAL, UAL. 
EAL, NAL. 

AAL, TWA, UAL. 


| TWA, UAL. 
| AAL, 


WA, UAL 
TWA, UAL, CAP. 


| NWA, UAL 


UAL, TWA. 


| EAL, NAL. 


AAL, CAP. 
AAL, CAP, NWA, TWA, UAL. 
AAL, TWA 


-| AAL, UAL, TWA. 


EAL. 

AAL, UAL, TWA. 
WAL. 

AAL, TWA. 

CAP, NWA. 


Pp), nonstop operations, and 1 plane service offered February 


1908 that carried less than 10 percent of the traffic during survey period. 
Ranking based on passenger-miles, September 1953 and March 1954 Air Traffic Surveys. 


4 With the exception of the carriers awarded nonstop authorization 


as a result of the New York-Chicago 


case decided Sept. 1, 1955, the Denver Service case decided Nov. 14, 1955, and the Southwest-Northeast 
Service case decided November 21, 1955, fer which no traffic history is available, carriers with less than 10 


pereent of total traffic on segment are not 


listed. 
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Mr. Gewirrz. Then when you get beyond those 50 cities, you still 
find competition, until you get way down, particularly in the local 
service airline field. Obviously, there is not a great deal of traffic 
between Washington and New York and Bradford, Pa., as an example. 
There may be someday. There isn’t now. You would not put com- 
petition in there. 

But where it has been evident that there is a tremendous amount of 
high density traffic as between New York and Washington, you end u 
with many more airlines competing with each other than you do with 
surface carriers, either buslines, et cetera. 

Mr. Materz. Mr. Gewirtz, I believe there was testimony the other 
day by Mr. Markham, that the members of your association will not 
even get together to discuss fares, or fringe matters with respect to 
fares, unless advance approval of CAB is obtained; is that right? 

Mr. Gewirrz. I believe that was Mr. Markham’s testimony. 

Mr. Marxuam. I think that the point you may have in mind is this: 
The agreement under which we operate was modified at the insistence 
of the Civil Aeronautics Board along about 1952 or 1953. I am not 
sure of the date. But as to the level of fares, the carriers have never 
undertaken to do anything on that, with the exceptions I mentioned 
the other day. 

Mr. Maerz. Let me ask you this: I recall that you testified that 
the ATA obtained approval from the CAB to discuss with its mem- 
bers matters pertaining to this no show problem; is that correct ? 

Mr. Marxuam. I think what I said was that we had asked for 
authorization to discuss ways and means of increasing revenues and 
that what the Board gave us was a very limited order which permitted 
us to discuss fringe matters but not any general change sither up or 
down in the level of fares. 

Mr. Maixrz. By fringe matters I take it the no-show problem was 
involved ? 

Mr. Marxuam. I think that was one that was included; yes, sir. 

Mr. Materz. When was that authorization obtained from the 
Board? 

Mr. Marxuam. I think in 1954. 

Mr. Matetz, How do you account for the fact that ATA, and its 
members have in fact been discussing this no-show problem, well 
before 1954? 

Mr. Marxuam. There are two explanations for that, Mr. Maletz. 
In the first place—— 

Mr. Mauerz. May I just add to the question—without the permis- 
sion of the Board having been received. 

Mr. Markuam. There are two explanations for that. 

In the first place, we have had in our agreements since, I believe, 
about 1940, a provision under which discussions of fringe matters 
could take place and that had previously been approved by the Board. 
The approval was withdrawn and limited, as I mentioned, in 1952 or 
1953. I don’t recall the exact date. So that at that time we did have 
in our agreement a provision under which that might be done. 

A second explanation is this: That until very recently we had never 
supposed that there was any kind of an antitrust problem in discussing 
anything, provided it did not result in any concerted action or agree 
ment. And it is only because of the concern which the CAB staff peo- 
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ple have raised in recent years on that that our procedures have 
changed to some extent. 

I said there were two answers. There is a third one. 

The discussion of the no-show problem that I think you have in 
mind, which dates back to the end of the war, was undertaken at the 
insistence of the CAB. There was at that time some concern in Con- 
gress and elsewhere about the no-show situation. That was the time 
when seats were very scarce, equipment was very scare, and a number 
of people were complaining that they could not get reservations on the 
planes, and when they did, at the last minute, get on, they would find 
empty seats. And in some cases that was due to no-shows. 

There was enough agitation about it so that the CAB told us that 
we either undertook to correct the no-show situation by agreement or 
they would be forced to start an investigation, which obviously could 
not provide any quick answer to the problem; that we could do it 
faster and, they thought, better if we would. 

And there were a number of very intensive discussions during that 
period which did result in the filing of a great many agreements with 
the Board, and, if I recall correctly, they were made subject to Board 
approval. 

Mr. Materz. I see. 

Just two more questions with respect to fares. Is it true that the 
$160 round-trip coach fare is limited to service from Boston, New 
York, and Washington, to Seattle, San Francisco, and Los Angeles? 

Mr. Marxuam. I don’t know. 

Mr. Gewrrtz. We would be happy to point out 

Mr. Materz. What I was trying to get out is this 

Mr. Gewirtz. I do not think it goes to Seattle. 

Mr. Materz. Is there any explanation as to why the round-trip 
coach fare from New York to Los Angeles, for example, is less than 
the round-trip coach fare from New York to Albuquerque, and New 
York to Phoenix, Ariz.? I take it that one of the carriers will 
explain that. 

Mr. Gewrrtz. I think we will get to some point in our discussion 
when we may well get close to explaining it. It may be a good idea to 
ask the carriers rather than us. 

Mr. Maerz. You have no offhand explanation for that situation? 

Mr. Gewirtz. I have an offhand explanation. In that instance, I 
would submit that there you have a situation in the coach field, which 
now constitutes about better than 30 percent of the total service pro- 
vided by the certificated carriers, that you have a taper in coach that 
is no existent in first class. 

I believe you will find that some of the large supplemental carriers, 
some of the previously described nonskeds, large irregulars, charge, 
I believe it is something like $80 to go from New York to Los Angeles 
and $70 to go from Los Angeles to Chicago. 

There is a situation which is a little bit different in the terms of 
the a of traffic between New York and Chicago, and Los 
Angeles an Chicago, and New York and Albuquerque. 

When you move into the lower fare field you are more liable to have 
the taper that we are avoiding in the first-class field in the industry. 
It is based upon the traffic flow essentially. I think that is substan- 
tially correct. 
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Mr. Marxuam. I know of the fare. I do know the details of it. 
That, I think, is a perfect example of the situation that Mr. Rogers 
was inquiring into a minute ago. That is a case where individual 
carriers file that fare. They didn’t ask us. They didn’t talk to us, 

Other carriers, I believe, met the competition and filed similar fares, 
Now as to whether a fare is good or bad—in other words, whether 
it is justified by ratemaking principles, whether there is a discrimina- 
tion as between points to which the fare is published or not—is a matter 
purely between the carrier that files it and the CAB. 

That is not a matter with which we concern ourselves. Our sole 
function in connection with that sort of thing is to file the fares which 
they instruct us to file. We act as the tariff agent. And when we 
receive instructions to file such a fare, we file it. 

Mr. Mauerz. You do have another function. That is, you have 
obtained permission, have you not, from the Board ——— 

Mr. Marxuam. Short-term filings. 

Mr. Matxrrz. Together with the carriers, with respect to discussing 
joint fares? 

Mr. Marxuam. Oh, yes; but that is again back to the subject that 
you and I were discussing of the discussions which are permitted under 
— — and which now must be authorized in advance by the 
soard. 

Mr. Maerz. I did not want the committee to get the impression that 
you do not have discussions with the carriers with respect to fares. 

Mr. Marxuam. But not the individual fares that are filed, I think 
it was TWA that first filed the fare that you just referred to; that is, 
if my recollection is correct, TWA instructs us to file the fare. We file 
it. We don’t ask questions. And except for the normal mechanical 
process of filing it and giving the notices that are required, we take 
no other part in that sort of thing. 

Mr. Materz. We were talking about one situation, and I know that 
you didn’t want to convey the impression that ATA, and its members 
do not agree on joint fares, for example. 

Mr. Marxuam. A joint fare is by definition an agreed fare. 

Mr. Materz. Right. 

Mr. Marxuam. As I am sure you understand. In other words,:a 
joint fare is a single sum fare applicable to transportation over two 
or more lines. You cannot have a joint fare, by definition, unless it 
is agreed to by the carriers who participate in it. 

Mr. Materz. Right. 

Mr. Rocrrs. Back to Mr. Gewirtz, you have that map there out- 
oe the various trunklines and the airlines throughout the United 

tates. 

We have heard a lot of testimony here that the CAB denied at 
least 164, I believe, applications for certificates to supply service and 
they have not granted any of those certificates. Therefore, stifled a 
lot.of competition. Do you have any answer to that? 

Mr. Gewtrrz. I believe that when the figure was introduced into 
the record the chairman said—described it as 164 applications, of 
which 38 new applications were denied, and the remainder either with- 
drawn or dismissed for want of prosecution. The figure of 164 applica- 
tiens denied has qenes in the record here and I believe it has ap- 
peared in some of the propaganda that has been issued at one or 
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another time by one of the large irregulars as a purely fictitious figure 
in terms of what it means, ; 

The CAB has never denied 164 applications, It has only denied 
38. Since you have brought up the point, with your permission, sir, 
I would like to explore the 38 applications that have allegedly been 
denied by the CAB, in fact, were denied by the CAB, of the 164 ap- 
plications filed for new service. 

First of all, the 38 represent total new applications denied, not the 
total number of new carriers involved. 

Twenty-nine new carriers are represented in those 38 applications. 
Of the 38 applications, let us take the larger figure of denials, of the 
38 applications, 23 of them represented service between the United 
States and points outside of the United States. 

If you wished, I could analyze those. 

Mr. Rogers. Of the 164 applications, as I understand it, 38 

Mr. Gewrrtz. Thirty-eight were the only ones that were actually 
prosecuted. 

Mr. Rogers. Actually prosecuted ? 

Mr. GewirTz. Yes. 

Mr. Rogers. And 29 of them were denied ? 

Mr. Gewirtz. No. Thirty-eight represented the actual applica- 
tions prosecuted of this figure of 164 that has been used. Thirty-eight 
of those represent the applications that were denied. You get the 
figure of 164 denied; actually it is only 38 because the remainder 
were either withdrawn or dismissed by the Board, for want of prose- 
cution, neither of which constitutes a denial in any real sense of the 
word or in any legal sense of the word. 

Of the 38 denied, 15 of them were for domestic routes between the 
United States and points outside of the United States, either terri- 
torial or mternational. 

Mr. Maerz. I think you are quite right so far as your figures are 
concerned. Just to quote from the record, at page 548: 

This list shows from 1948 to 1955, 164 new carriers applied for domestic trunk- 
line service. Thirty-eight were denied, 126 either were dismissed for lack of 
prosecution or withdrawn. 

Mr. Gewirtz. We demonstrate that the 164 is just a figure. It dees 
not mean anything. When we deal with it we have to deal with the 
38 and analyze that as we are proposing to do now. 

Mr. Ropino. Have you finished with that phase of your testimony ? 

Mr. Gewirrz. No, sir. 

Mr. Roprno. How much longer will you be on that particular phase? 

Mr. Gewirrz. You mean without interruption or with interruption ? 
Without interruption I think I can finish this phase of quantitative 
competition in about half an hour or so. 

Mr. Roprno. I would like to interrupt at this point, Mr. Gewirtz. 
Thave a certain line of questioning that I would like to direct to you 
which is of interest to the committee. And it relates to the joint 
airlines military traffic. Do I understand correctly that the certifi- 
cated earriers have set up such a joint airlines military traffic office ? 

Mr. Grewirtz. Yes, sir; you do. 

_ Mr. Ropryo. And it is correct, is it not, that the purpose of JAMTO 
is to provide joint representation at Army installations for certificated 
carriers, serving a particular area in order to secure military traffic 
for members of ATA ? 
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Mr. Gewrrrz. Yes, that is correct. 

Mr. Roprno. And these facilities, these joint facilities, are financed 
at a pro rata basis by members of the ATA ? 

Mr. Gewrrtz. I believe so. 

Mr. Roptno. And would you say it is true also that these joint ticket 
offices solicit and sell tickets to military personnel for furlough and 
other individual travel ? 

Mr. Gewrrtz. I believe that is right, sir. 

Mr. Roprno. Would you also state whether or not these offices are 
under the supervision and direction of ATA’s military bureau ? 

Mr. Gewrrtz. Yes; our military traffic bureau. 

Mr. Roprno. Is this military business of importance to ATA? 

Mr. Gewirtz. I believe it is, sir. Let me put it this way: It is im- 
portant to our member airlines since we do not enjoy any of the reve- 
— that result from the operations that originate at these JAMTO 
offices. 

Mr. Roprno. I wonder if you might have handy here, or if not would 
you supply for the record, the annual volume of traffic in this con- 
nection ? 

Mr. Gewrrrz. We will supply it for the record. 

(Subsequently ATA submitted the following :) 

The military representation resolution became effective December 1, 1953, and 
the reports of business originating in Joint Airlines Military Traffic Offices 
(JAMTO’s) commenced on that date. Attached is a statement (appendix B) 


showing the total amount of passenger business done through JAMTO’s in Dec- 
cember 1953, and by month for the years 1954 and 1955. 


Annual volume of traffic generated by joint airlines military traffic offices 
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Mr. Roptrno. Mr. Gewirtz, would you not say that it is correct, that 


in the course of his promotional and other duties, the director of the 
air traffic conference, military bureau of ATA, is in close touch with 
JAMTO (we will call it that for ak carriers, and acts more or less 
as a clearinghouse for information with respect to such matters as the 
volume of sales procured by the certificated carriers at the various 
installations and rival nonsked activity ? 

Mr. Gewirtz. I would say competing nonsked activity. With that 
amendment, I would say, yes, sir; that is probably correct. 

Mr. Roprno. And does he also act as liaison for the certificated 
er with the Department of Defense and other Government agen- 
cies 
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Mr. Gewrrrz. I believe that the director of the military traffic 
bureau does. 

Mr. Roprno. Are these relationships set forth in the trade practice 
manual for the ATA ? 

Mr. Marxnam. They are all incorporated in the resolution of the 
Air T yong Conference which has been filed with the Board and ap- 

rove it. 

: Mr. io I would like to introduce in the record at this point 
that section of the trade practices manual. 

(The Air Traffic Conference Military Representation Resolution 
appears on p. 1692.) 

Mr. Roprno. Is it not correct that military personnel on leave or 
furlough are free to choose any modes of transportation, including 
that which might be provided by noncertificated airlines? 

Mr. Gewrrtz. And the railroads; yes, sir; and the buses. 

Mr. Roptno. Would it be fair to say that there is competition be- 
tween certificated and noncertificated airlines for this type of business 
originating at various Army installations? 

Mr. Gewirrz. Yes, sir. 

Mr. Roprno. I direct your attention to a letter dated April 5, 1955, 
addressed to Mr. C. L. Stewart, an assistant vice president of North- 
west Airlines, Inc., from Ralph E. Rechel, of the ATA staff. 

I would have the counsel read from that letter a certain portion. 
Would you kindly read from that? 

Mr. Maerz (reading) : 


In thinking of the operations of the large irregular carriers as a group, it 
should be kept in mind that the operating patterns are strongly influenced by the 
military contract activities. 

As you may know, the Military Bureau of the Air Traffic Conference of Amer- 
ica has established a number of joint airline military ticket offices at major 
centers, including Chicago and Seattle, for the purpose of soliciting furlough 
and other individual travel of military personnel. It is through these offices 
that we can probably best meet large irregular competition. 


I offer this letter in evidence at this point. 
Mr. Roptno. It may be inserted in the record. 
(The letter dated April 5, 1955, is as follows:) 


Mr. C. L. STEwart, 
Assistant Vice President, Plans Northwest Airlines, Inc., St. Paul, Minn. 

Deak Mr. Stewart: Your letter of March 16, 1955, in regard to detailed infor- 
mation on the traffic of large irregular air carriers, has been forwarded to me. 
I was with Dr. Robinson at the time he met Mr. Nyrop on the street. I am 
enclosing a complete transcript of the 1953 origin-destination traffic survey of 
the large irregular carriers. There are four surveys covering domestic and inter- 
national passengers and domestic and international cargo. This material has 
not been reproduced so we must ask you to return the enclosed transcript when 
you have completed your analysis of the points appearing therein which are 
served by Northwest Airlines. 

These surveys are a complete census of the traffic for all 4 quarters of 1953. 
You should refer to our release No. 26, Large Irregular Air Carrier Industry in 
1953, pages 37-39, 57, and 61-62, for specific discussion of the methods used 
in this traffic and the particular weaknesses in some parts of it. For 1954 CAB 
changed the reporting requirement so that the reports produced material for 
traffic flow charts rather than origin-destination surveys which means that the 
1953 survey is the most recent and only comprehensive source of this data. One 
of the reasons for this action is that the Board does not require the scheduled 
alr carriers to report O. and D. information on a continuous basis. 


Apri 5, 1955. 
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We are not prepared, at this time, to make detailed recommendations to the 
ATA member carriers individually on dealing with the large irregular competi- 
tion. However, I do have one observation to make. I believe that of the city 
pairs you serve the most important from the standpoint of large irregular activ- 
ity was Chicago-Seattle. As explained in the text of our report, our data was 
compiled on a 5 by 8 card for each city, the traffic for the successive quarters 
in the year being separately recorded. On this particular pair there was a 
substantial decrease in the third and fourth quarters as compared to the first 
two, presumably due to the cessation of the Korean war. The next most impor- 
tant pair was Seattle-New York which exhibits the same characteristics. The 
North American syndicate gave extensive service on the pairs on the first half 
and none on the second half. I have just reviewed the traffic flow material sub- 
mitted by the North American syndicate for 1954 and find that they operated 
to or from Seattle less than a dozen times during the year. About one-third of 
these were to cities in the East and Southeast not on Northwest’s system. All 
of these operations occurred in the first two quarters of 1954, In thinking of the 
operations of the large irregular carriers as a group it should be kept in mind that 
their operating patterns are strongly influenced by their military contract activi- 
ties. Because of this their service to other than the 10 or 20 most important 
cities was quite sporadic and is undoubtedly marked by a few flights of very 
low load factor in cases where the traffic is largely one way. Another aspect of 
their service pattern has been their attempt to establish regular and frequent 
service between major centers of military training and replacement activities, 
and the principal population centers of the United States. As you may know, 
the military bureau of the Air Traffic Conference of America has established a 
number of joint airline military ticket offices at major military centers includ- 
ing Chicago and Seattle for the purpose of soliciting furlough and other indi- 
vidual travel of military personnel. It is through these offices that we can 
probably best meet large irregular competition. 

Without making a detailed analysis of Northwest schedules and system trafiic 
pattern we cannot make any more specific comments on this problem. How- 
ever, if you think of any additional matters you would like to discuss or where 
we would furnish additional information, we will be happy to do so. 

Sincerely yours, 
RatpH E. RECHEL, 
Transportation Economist, Division of Air Transport Economics. 


Mr. Quiciey. That is a letter from whom? 

Mr. Maerz. It is from Ralph E, Rechel, transportation economist, 
Division of Air Transport Economics, of the ATA, I assume. It does 
not say that. It is to Mr. C. L. Stewart, assistant vice-president of 
plans, Northwest Airlines, dated April 5, 1955. 

Mr. Gewtrrz. So that there is no mistake in the record, let it be 
stipulated that Mr. Rechel’s work is for the ATA. 

Mr. Roprno. He works for the ATA? 

Mr. Gewrtrtz. Yes, sir. 

Mr. Roptno. The letters will be introduced into the record as here- 
tofore stated. : 

Would you say this indicates, Mr. Gewirtz, that competition with 
the irregular carriers for military traffic is of some importance to the 
ATA and its membership ? 

Mr. Gewirrz. As well as to the nonscheduled and the new supple- 
mental air carriers, yes, sir, I would. a 

Mr. Roprwo. Would you say that it is the practice of the joint 
ticket offices and of the ATA to try to sew up all of the available busi- 
ness at Army installations for ATA members and thereby eliminate 
any possibility of competition from the nonscheduled carriers? 

Mr. Gewirrz. I would say it would certainly be their responsibility 
to out-compete their competitors. In that respect, I think an affirma- 
tive answer would be responsive to your question. 
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Mr. Roptno. In other words, of course, they are trying to secure 
that business? 

Mr. Gewirrz. Trying to do the job they are being paid for, sir. 

Mr. Roprno. I direct your attention now, Mr. Gewirtz, to a letter 
dated November 29, 1955, written by Mr. L. H. Tudor, district sales 
manager for American Airlines, Inc., at Keesler Air Force Base to 
Mr. R. B. Minogue, director, military bureau, Air Transport Associa- 
tion, and I would like to have that letter quoted from, Mr. Counsel, 
that is, the pertinent part of the document. 

Mr. Materz. Quoting from this letter : 


It was the plan of the nonschedules to set up an office in the Buena Vista 
Hotel; however, to my knowledge it was not done as of November 25. An 
appointed agent of the scheduled airlines, Gulf Coast Tours, was approached 
both in 1954 and this year to handle the nonscheduled flights by the project officer 
at Keesler Air Force Base. The Gulf Coast Tours declined since they know 
that it means immediate cancellation by the scheduled lines. 


I offer, Mr. Chairman, this letter in evidence at this point. 
Mr. Gewirtz. Is that the entire letter ? 

Mr. Roptno. What was that ? 

Mr. Gewirrz. I was wondering if that was the entire letter? 
Mr. Roprno. No, sir. 

Mr. Gewrrrz. Could we examine the letter ? 

Mr. Roprno. Yes. It will be introduced into the record. 
(The letter dated November 29, 1955, is as follows :) 


NOVEMBER 29, 1955. 
Mr. R. B. MINOGUE, 
Director, Military Bureau, Air Transport Association, 
Washington, D. C. 

Dear Bos: After our two telephone calls, I arranged to make photostatic copies 
of the bulletin printed by IMATA and given to the project officer at Keesler Air 
Force Base for distribution. As you know, we had only one copy and the project 
officer. requested that we return it to him. You will note that the wording is 
not the same as that on the copy I sent to you last week. A copy of this bulletin 
was posted on the bulletin board at service club No. 1, the location where all 
representatives will be on November 30 for ticket sales, however, there is a line 
drawn through the paragraph stating “make reservations by phoning” and so 
forth. 

The project ofhcer states that this bulletin was not distributed on the base at 
all. He stated that the [MATA would not be allowed to open an office on the 
base, but could be represented in the service club on November 30 and December 
15. It was the plan of the nonschedules to set up an office in the Buena Vista 
Hotel, however, to my knowledge it was not done as of November 25. An ap- 
pointed agent of the scheduled airlines, Gulf Coast Tours, was approached both 
in 1954 and this year to handle the nonscheduled flights by the project officer at 
Keesler Air Force Base. The Guif Coast Tours deciined since they know that 
it means immediate cancellation by the scheduled lines. 

After giving the committee the benefit of your remarks regarding the possi- 
bility of not having enough space, we decided that we would let a representative 
of National Airlines place a desk in our JAMTO to sell three charter flights to 
overflow requests for space to eastern points. Since that time, Capital Airlines 
has been able to make another extra section available to the JAMTO and there 
is a possibility that National Airlines will be abie tou obtain sume more pianes, if 
there is sufficient demand. We agreed that by selling this space in advance 
through the JAMTO and all the space that we could get on regular flights, that 
we stand a good chance of sewing up the market in such a manner that it would 
not be profitable for the nonskeds to operate. We are hopeful that on November 
30 they will not have enough demand to fill the flights they propose to set up and 
that they will cancel those that have been promised seats. This would give us 
a good wedge to go to the commanding general and discuss the unsure operation 
of the nonskeds. 
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To protect our position of selling advance space and to preclude the nonskeds 
causing us to have an undue amount of refunds, the base has agreed that we 
will not make a refund, except for military reasons. The way this will be handled 
is that the man requesting refund will have to go through the project officer for 
approval prior to it being made. 

I will be in Biloxi to observe the operation and to work with the JAMTO on 
November 30 and will advise you again about the situation. 

Sincerely yours, 
AMERICAN AIRLINES, INC., 
L. H, Tupor, 
District Sales Manager. 


OPERATION YULE PLANE—FLY HOME FOR CHRISTMAS 


Spend more time there, less time getting there—by arranging through-plane 
transportation through Imata—nerve center of 14 participating airlines 
Here are just a few of Imata Air Exchange's low-cost holiday fares 
(Tax included] 
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Space Is Limrtep—So Buy, Pay LAtTer 


Make reservations by phoning extension 25671, or contacting our representative 
in building 3941, from November 28 until December 20. 

Pick up your tickets at the IMATA desk, Yule “Plane” Service Club No. 1, on 
November 30 and December 15 between 0800 and 1700. 


INDEPENDENT MILITARY AIR TRANSPORT ASSOCIATION 
1025 Connecticut Avenue NW. Washington 6, D. C. 


Mr. Tieton. While Mr. Gewirtz is looking at that letter, I think it 

might be worthwhile to give the committee some of the history of the 
military activity, not only on the part—— 

Mr. Materz. Before you do, might we just continue with the reading 
of other portions of the letter? You have the whole letter before you. 
Continuing, the letter states : 


After giving the committee the benefit of your remarks regarding the possibility 
of not having enough space, we decided that we would let a representatiive of 
National Airlines place a desk in our JAMTO to sell three charter flights to over- 
flow requests for space to eastern points. Since that time, Capital Airlines has 
been able to make another extra section available to the JAMTO, and there is a 
possibility that National Airlines will be able to obtain some more planes, if 
there is sufficient demand. We agreed that by selling this space in advance 
through the JAMTO and all the space that we could get on regular flights, that 
we stand a good chance of sewing up the market in such a manner that it would 
not be profitable for the nonskeds to operate. We are hopeful that on November 
30 they will not have enough demand to fill the flights they propose to set up, 
and that they will cancel those that have been promised seats. This would give 
us a good wedge to go to the commanding general and discuss the unsure 
operation of the nonskeds. 
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Mr. Roprno. I would like to ask at that point, Mr. Gewirtz, would 
you say that this means that the trunkline carriers, through the ATA 
mechanism took joint action for the purpose of sewing up the market, 
as is stated in the letter ? 

Mr. Gewirrz. I would not answer that categorically. I think it is 
at this point that it might be a good idea in terms of the general nature 
of these operations, as well as the operations that have been previously 
conducted by the nonskeds and are now conducted under the ACTA- 
IMATA decision, for Mr. Tipton to explore this as he requested, since 
it is a reasonably complicated problem. I would prefer not to answer 
that question until he had discussed it. 

Mr. Tieton. If I may, the military traffic is in many respects, that 
is, the handling of it is in many respects unusual. 

After the war was over in about 1946, the airlines, looking generally 
for traffic, found that the large volume of military traffic, including 
in that instance particularly troop movements, was virtually monopo- 
lized by the railroads. 

The railroads had an agreement with the military agencies, in which 
they got all of the troop movement traffic, unless it could be demon- 
strated that their service was unsatisfactory. They, by long-standing 
practice, had handled that traffic jointly through all of the railroads 
in the country, I believe, through a bureau in the Defense Department 
which was given the job of routing the traffic. 

The seme of dealing with the railroads as a group was thus well 
established. 

At that point we established, or shortly thereafter, our military 
bureau. The purpose was to move in on the troop traffic that had been 
so long enjoyed by the railroads, virtually without competition. 

We set up our military bureau then. That was their job. That 
military bureau handled the airline traffic jointly, as the rail traffic 
previously had been handled jointly. 

We have been proceeding along those lines ever since, not only be- 
cause it permits efficient routing of military traffic, but also because 
the military has insisted on dealing with them in handling their traffic 
as a group of airlines or a group of railroads or a group of buslines 
or a group of nonscheduled airlines, rather than individual rail- 
roads, individual airlines, or others trying to sell that business. 

Obviously, I cannot explain in detail why the military people think 
that is the proper way to do it, but I would guess that they can 
handle their traffic better under those circumstances than they can if 
the various individuals are clamoring for that traffic. 

Consequently, all of these forms of transportation have grouped 
themselves into bureaus, and bid traffic jointly. 

That is the way it has been done with respect to all of us. 

Consequently, your competition for military business comes not 
between two or more airlines, or two or more railroeda, as you compete 
for private business. Your competition comes between, for example, 
our military bureau and the nonskeds military, and the rail military 
recy Those are the three big competitive elements for mil ‘tury 
traine, 

In other words, the airlines as a group fight with the nonskeds as 

a group. We both fight asa group. We both fight against the rail- 
toads who are also clamoring to get that business. 
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So that in many instances you find as the documents reveal here 
where the airlines as a group are fighting for that traffic with the 
railroads and with the airlines. And their business, as Mr. Gewirtz 
says, is to get as much of it as they can get hold of in the same way 
that an individual airline will behave against another individual 
airline or railroad in trying to capture as much of the business for 
them as they can get. 

I wanted to state that the background in order to familiarize the 
committee with, I believe, a unique competitive situation in the trans- 
portation industry. 

Mr. Roptno. Does not the letter, though, in effect mean that if a 
ticket agency acts as agent for a nonscheduled carrier he will be 
barred from selling tickets for anyone of the ATA members? 

Mr. Tipton. If the ticket agent on that base—you have on the base 
usually 3 and sometimes 4 of these groups, surface carriers and air 
carriers—as groups they are competing with each other to see who 
can get the business—consequently you could not possibly have under 
those circumstances one agent representing two groups, because you 
would be eliminating the competition, if you did that. 

Mr. Materz. This letter says that Gulf Coast Tours, declined since 
they know that it means immediate cancellation by the scheduled 
lines. 

The first question I have is this: Has ATA received approval from 
the Civil Aeronautics Board whereby member carriers will not en- 
gage anybody as an agent who represents any nonscheduled carrier? 

Mr. Trpron. No. Mr. Markham knows more about that than I do, 
but I can answer that question categorically. 

Mr. Maerz. They have not? 

Mr. Treron. That is right. 

Mr. Maerz. Does not this, then, indicate a collective boycott of 
Gulf Coast Tours, if they so much as dare to represent one non- 
scheduled carrier ? 

Mr. Treron. I do not want to concede those facts. I do not know 
whether they are true or not. 

Mr. Maerz. You have the letter there. 

Mr. Tirron. But assuming those facts to be true, what you have 
here is two groups of carriers, with other groups from the rail carriers, 
who are competing with each other for the traffic. 

Now, one agent cannot represent both of those groups or you 
eliminate the competition between the two groups. I mean—— 

Mr. Matertz. Is it the position then of the ATA that an agent who 
represents a nonscheduled carrier cannot represent any scheduled car- 
rier at the same time? 

Mr. Tipron. Let us make that clear. That is not the position of 
the ATA. 

. Mr. Maerz. How do you reconcile that with the statement in the 
etter ‘ 

Mr. Treron. Your questions are considerably broader than what we 
are discussing now. The question that we are now discussing is the 
handling of military traffic on a base which I said presented, as far 
as I know, a completely unique competitive situation in the transporta- 
tion business. 
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Generally, in competing for private traffic, you obviously do not 
compete as a group. The individual airlines fight with each other 
to Bee who can get the business. Under those circumstances we have 
no policy which says that if an agent represents one airline he cannot 
represent another airline. Under those circumstances there is nothing 
inappropriate in him doing so, since the airline has an individual sales 
force—it has other agents—the competition takes many forms. 

Mr. Matetrz. What you are saying then—— 

Mr. Tirron. When you ar competing for military traffic on the 
base, however, you are by desire of the military competing in groups. 

Mr. Roprno. Mr. Tipton, I direct your attention again to the last 
portion of the letter that was read by counsel. It states: 

We agreed by selling this space in advance through the JAMTO and all the 
space that we could get on regular flights, that we stand a good chance of 
sewing up the market in such a manner that it would not be profitable for the 
nonskeds to operate. 


And then in the last sentence: 


This would give us a good wedge to go to the commanding general and dis- 
cuss the unsure operation of the nonskeds. 

Does not that presuppose an intention to set up a monopolistic 
condition in effect, so that you might bring to the attention of the 
commanding general a situation that you yourselves have created ? 

Mr. Tieron. I do not think it indicates an intention to create a mono- 

olistic situation. You are competing for that business. I take it if we 
1ad corresponding correspondence from the opposing or competing 
nonscheduled organization or the railroads, they would be sitting 
around trying to figure out how they can throw the military bureau 
of the Air Transport Association off the base, because if they can get 
them thrown off the base, they get the business, 

It seems to me that the-—— 

Mr. Roprno. If that were in effect a violation of the antitrust laws, 
it certainly would not in any way excuse another violation by your 
organization. I cannot possibly believe that this is not an attempt 
actually to create a certain situation in which you are going to pre- 
judice the operation of a competing organization, the nonskeds. By 
getting all the business you have a basis for going to someone and 
saying, “These people are in no position to operate. And why are 
they not in this position? Well, because we have created this situa- 
tion. 

Mr. Tipron. The arrangement for joint representation in the fash- 
ion I have described in competition betwen groups, rather than in- 
dividually, as is the normal course, is a practice which the military has 
desired, and which the Civil Aeronautics Board has proved—approved 
in the case of the certificated airlines—approved in the case of the 
noncertificated airlines. 

Mr. Quicixry. Is that completely true—completely accurate? The 
railroads dealt with the Army as a collective group. And when the 
Army was dealing with the railroads, they were dealing with all of the 
railroads. : 

Mr. Tipton. That is right. 

Mr. Quiarey. Certainly. there is nothing that has been suggested 
here from what has been read that the Army had any desire to deal 
with two groups, so far as the airlines are concerned. 
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Mr. Treron. They had a desire to deal with groups. 

Mr. Quieter. They had a desire, I think, to deal with one. I think 
that is indicated from the letter, where we talk about Gulf Coast Tours 
which was approached both in 1954 and this year to handle the non- 
scheduled flights by the project officer at Keesler Air Base. 

It would seem to me from that that the Army would have been 
= delighted to deal with one representative of all the airlines. I 

o not think it is quite accurate to give the impression which I got that 
it was the Army’s desire that you had to set up two separate organi- 
zations. 

Mr. Treton. They have never suggested to us at any level that the 
joint group of certificated airlines and the nonscheduled airlines 
merge into one. They have never suggested that. 

Mr. Quietry. Would that not be much more convenient for the GI 
who wanted to get home? 

Mr. Tieton. I would doubt it. I would doubt it very much, if 1t 
was. 

Mr. Quieter. I do not see why it would not be. 

Mr. Tipton. From the standpoint of the military agencies, of 
course, it would reduce some competition if they did that. 

Do you have any further comments on that? 

Mr. Marxuam. I think this may be important, Mr. Quigley. At 
the time we first really went after this military business there were 
no nonskeds. It took us a matter of several years in which to persuade 
the Defense Department—I will use that as describing all of the 
military agencies who enter into this joint agreement with the rail- 
roads, and with other groups—it took us a number of years to per- 
suade the military agencies to drop out the preferential clause which 
in effect barred us completely from that market. 

I think it was in 1949. My recollection may be wrong. I think it 
was in 1949 that we finally succeeded in entering into a contract with 
the military agencies comparable with the contracts that the railroads 
had. It took about 2 years, as I recall, to get it modified to the point 
where we were on a really competitive status with the railroads, so 
far as that agreement was concerned. 

At that time, as best I can recall, the nonscheduled airlines had 
no particular interest in military business. It was not until later 
that they organized two separate associations of their own and went 
to the Civil Aeronautics Board and got approval for those associa- 
tions to represent them before the military agencies. And why they 
did not all get together in one group may be a legitimate question. 

I could not answer it. I do not know. But the fact remains that 
the nonscheduled carriers themselves broke up into two associations 
which were approved by the Civil Aeronautics Board, and which then 
went to the military agencies and succeeded in getting contracts with 
them similar to the contracts which the railroads and we had. 

Mr. Quiciey. Would it not be a legitimate question to ask why 
did not all of the airlines get together? 

Mr. Marxnam. Nobody ever suggested, as far as I know, that we 
do so. Neither the nonskeds, the military, the Civil Aeronautics 
Board, or our people ever suggested the possibility, so far as I can 
recall. 
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Mr. Quieter. It seems to me, if I were a GI on the base, and I had 
10 days’ leave coming up, I would be interested in spending as much 
time as I could at home. 

And if I had a choice as to whether I could go by plane, train, bus, 
or by hitchhiking, the best way to go, all things being considered, 
would be by plane, because that would give me more time at home. 

I think the Army has definitely tried to set up a clearinghouse at 
the base so that the soldier could get information as to when he could 
get a plane, train, or a bus out, and what it would cost him. 

If the ATA succeeded in what I think is the clear purpose as 
illustrated from the letter that has been read, I would not know that 
in addition to being able to go out on a train, a bus, or a scheduled 
airline, I also might be able to go out at a much more convenient time 
and perhaps even at a better rate on a nonscheduled airline. 

Mr. Marxuam. I suggest that, carried to its logical conclusion, 
Mr. Quigley, your suggestion would lead to a single clearinghouse, 
not just for the airlines, but for the railroads and the buses as well. 

Mr. Quieter. I am not quite sure that would be it. 

Mr. Marxuam. Then you would really have no competition what- 
soever. 

Mr. Quietey. I would have the competition that comes from the 
GI having his choice of going on any one of four different mediums. 
You would each lay that package on the line, and the GI would pick 
up the one that was most suitable to his needs and to his pocketbook. 
I cannot think of a better competitive situation. 

Mr. Roprno. Mr. Gewirtz, would you not say now that the purpose 
of this plan was to make it impossible for the nonskeds to secure 
customers ? 

Mr. Gewirtz. I refer to the remark that Mr. Tipton made pre- 
viously; that is, based upon some statements of alleged fact in the 
letter that was written by a representative of one carrier to the direc- 
tor of the ATA. You are now establishing or attempting to establish, 
as a result of that, something that goes far beyond this, particularly 
with relation to the whole agency question. I think that things 
have got to be split down. 

On the basis of the facts that are stated in this letter, assuming 
them to be true, the answer is probably “Yes.” 

Mr. Ropino. And would you not say that the reason the ATA did 

this was to undermine the reputation of the nonscheduled carriers 
with the commanding general—directing you to that sentence that 
states that this would give us a good wedge to go to the commanding 
general and discuss the unsure operation of the nonskeds? I am talk- 
ing now about this particular post. 
_ Mr. Gewirrz. Let me say that the constant reference to the ATA 
is an unfortunate one, because the operation as I understand it at the 
JAMTO bases is an operation that is carried on by an airlines com- 
mittee, and not by the ATA. 

The previous testimony reflected the fact that the ATA Military 
Traffic Bureau was involved in this, and to some extent coordinated 
it, but that is unimportant. 

The answer to your question is that I do not believe, despite the 
extensive question, that it was the intention of the ATA and/or the 
airline, depending upon your point of view, to undermine anyone. 
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Mr. Matetz. What does the letter say, except what the chairman 
pointed out ? 

Mr. Gewrrtz. It does not say undermine. 

.Mr. Maerz. It says that this— 


would give us a good wedge to go to the commanding general and discuss the 
unsure operation of the nonskeds. 


Mr. Gewrrrz. I do not know what that means. 

Mr. Materz. Before that, it states: 

We agreed that by selling this space in advance through the JAMTO and all 
the space that we could get on regular flights, that we stand a good chance of 
sewing up the market in such a manner that it would not be profitable for the 
nonskeds to operate. 


Mr. Gewirrz. I would suggest that you get the district sales man- 
ager of American’Airlines and ask him to explain what he means by 
this letter. Certainly you cannot expect us to explain his language. 

Mr. Maerz. We will come to that in just a moment. 

Mr. Gewirtz. I would suggest that you put on this letter whatever 
interpretation you wish to put on it. 

Mr. Maerz. Do you think it speaks for itself? 

Mr. Gewrrrz. I would not like to interpret somebody else’s letter. 

Mr. Maerz. In other words, it is your reaction that the letter 
speaks for itself ? 

Mr. Grewirrz. That is not my reaction. My interpretation would be 
my interpretation, and yours would be yours. And others would give 
different interpretations. 

Mr. Marerz. What do you say is your interpretation ? 

Mr. Gewirrz. I did not say I had any. 

Mr. Roprno. It will speak for itself. 

I direct your attention to section 411 of the Civil Aeronautics Act 
which prohibits any carrier or ticket agent from engaging in unfair 
or deceptive practices, or unfair methods of competition in air trans- 
portation during the sale thereof. 

Would not these practices violate section 411 of the Civil Aero- 
nauties Act? 

Mr. Gewirrz. As contained in that letter? 

Mr. Ropino. As contained in that letter, referring to this section. 

Mr. Gewirtz. It think it possible, Mr. Maletz, if you want to address 
the particular section in question in the act to a particular sentence 
or settlement in the latter, it would be much easier for us to answer 
the question. It is a rather broad statement and I submit a little 
unfair. 

Mr. Roprno. I direct your attention to a letter dated November 30, 
1955, from Mr. Robert B. Minogue, Director, Military Bureau, in 
reply to the November 29 letter from Mr. Tudor of the American Air- 
lines, and I would like counsel to read from from that letter. 

Mr. Maerz (reading) : 

Dear Dev: Thank you for your letter of November 29, concerning the results 
of your meeting at Keesler Air Force Base with regard to nonsked representa- 
tion. It certainly looks like everything worked out to the committee’s satis- 
faction, and I hope, as a result, you will not be confronted with the same problem 


you had last year on this Christmas leave program. 
I would be very much interested in reviving your comments after you have 
had a chance to view their operation today. 
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I offer this letter in evidence at this point, Mr. Chairman. 
Mr. Roprno. It will be admitted into the record. 
(The letter dated November 30, 1955, is as follows :) 


NOVEMBER 30, 1955. 
Mr. L. H. Tupor, 
District Sales Manager, American Airlines, Inc., 
New Orleans, La. 

Deak Det: Thank you for your letter of November 29, concerning the results 
of your meeting at Keesler Air Force Base with regard to nonsked representa- 
tion. It certainly looks like everything worked out to the committee’s satis- 
faction, and I hope, as a result, you will not be confronted with the same 
problem you had last year on this Christmas leave program. 

I would be very much interested in receiving your comments after you have 
had a chance to view their operation today. 

Sincerely yours, 
Rosert B. MINOGUE, 
Director, Military Bureau. 


Mr. Rovino. Would you say, Mr. Gewirtz, that the top officials of 
ATA were in approval of this plan, then ¢ 

Mr. Gewirrz. On the basis of that letter ? 

Mr. Roptno. Yes. 

Mr. Gewrrtz. Oh, no; I do not think that letter is anything more 
than a happy Christmas greeting dressed up. I could not begin to 
answer a question like that, based on it. 

Mr. Roprno. Let me ask you, Mr. Gewirtz, whether or not that you 
believe that these practices are isolated or unusual practices, or is this 
a particular situation—— 

Mr. Grwirrz. I could not even begin to give a responsive answer 
to that question, Mr. Chairman, so I will not try, if 1 may. 

Mr. Roptno. I will direct your attention to a letter dated Novem- 
ber 14, 1952, from L. G. Schaefer, of Eastern Airlines, Municipal 
Airport, Charleston, S. C., to Mr. Frank Macklin, the then Director 
of the ATC Military Bureau, which letter was sent to the office of 
the Air Transport Association at 1107 16th Street NW., and I ask 
counsel to read from the first three paragraphs of that letter. 

Mr. Mauerz (reading) : 

Dick Rehm of our New York office has asked that I write you to give you 
the background of the agency situation on Parris Island and the feeling of the 
local airline management. 

Palmetto Tours has produced so far this year approximately $500,000 of air- 
travel busines, and last year approximately $400,000 for the 3 major airlines. 
They have maintained a staff of from 2 to 4 persons to solicit and promote air 
transportation from this base, in addition they have done an excellent job 
assisting us in holding down nonscheduled competition, to the extent that no 
nonsked representation has ever been established on this base. 

Yt is the belief of myself and other local managers that if our present rep 
resentation is outlawed and we are forced to open a JATO the nonskeds will 
in all probability be able to establish representation for at least one of their 
associations and probably both, as when ATA is granted representation the 


base commandant does not see how he will be able to refuse space to the non- 
sked associations as he is now able to do. 





1610 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


T offer this letter in evidence at this point. 
Mr. Roprno. That will be made a part of the record. 
(The letter dated November 14, 1952, is as follows :) 


EASTERN Arr LINES, INC., 
Charleston, S. C., November 14, 1952. 
Mr. FRANK MACKLIN, 
Director, ATC Military Bureau, 
Washington, D. C. 

Dear Sir: Dick Rehm, of our New York office, has asked that I write you to 
give you the background of the agency situation on Parris Island and the 
feeling of the local airline management. 

Palmetto Tours has produced so far this year approximately $500,000 of air- 
travel business and last year approximately $400,000 for the 3 major airlines. 
They have maintained a staff of from 2 to 4 persons to solicit and promote air 
transportation from this base, in addition they have done an excellent job assist- 
ing us in holding down nonscheduled competition, to the extent that no nonsked 
representation has ever been established on this base. 

It is the belief of myself and other local managers that if our present repre- 
sentation is outlawed and we are forced to open a JATO the nonskeds will in 
all probability be able to establish representation for at least one of their asso- 
ciations and probably both, as when ATA is granted representation the base 
commandant does not see how he will be able to refuse space to the nonsked 
associations as he is now able to do. 

In the event that the decision of the military is adverse to Palmetto Tours 
we will, of course, be forced to set up a JATO staff with one of our salaried 
employees. If he would accept we would wish to have Mr. P. B. Cohen, owner 
of Palmetto Tours, as the manager of this office, however, as the salary would 
have to conform to those of other JATO managers it is extremely improbable that 
Mr. Cohen would accept our offer as he is also owner of Palmetto Bus Lines to 
which he would then necessarily devote a greater part of his time. 

We have advised the base commander that we do not desire to make any change 
in our present representation but that we will abide by military regulations and 
neither can nor will be party to any subterfuge to get around them. We have 
further advised the military that we will take no action until the military advises 
us that our present representation is no longer acceptable. 

Yours very truly, 
L. G. ScHAEFER. 


Mr. Roprno. Directing your attention to that letter, Mr. Gewirtz, 
would it not indicate that there was some discussion with the base 
— in order to attempt to keep the nonskeds out of Parris 

sland ? 

Mr. Gewirrz. Mr. Markham has a point on this that I think is 
worth hearing. 

Mr. Marxnam. I am not familiar with the details of this situation, 
but in listening to the portion of the letter that Mr. Maletz read it 
seemed to me that it was addressed to the question of what kind of 
representation you have on the base. 

It is my understanding that at some point—I do not know when it 
occurred—and this letter sounds as if it may have been under con- 
sideration at that time—the military adopted a regulation which 
prohibited travel agents from operating on military installations. 
And this letter somite as if the question being considered was whether 
it would be desirable to continue an agency representation on the 
base, or whether it would be good to substitute for it a JAMTO which 
might be required by that type of military regulation. 

I believe that there is such a regulation in effect at the present time, 
but how far back it goes I do not know. 

Mr. Roptno. Well, the letter, to my mind, in the closing third 
paragraph, in alluding to the base commandant, states: 
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* * * does not see how he will be able to refuse space to the nonsked asso- 
ciations as he is now able to do— 


and it appears that the discussion related to that particularly. 
Let me direct your attention to a letter dated July 16, 1953, from 
Mr. Richard T. Rehm, manager, specialty sales, Eastern Air Lines, 
to Mr. Frank Macklin, Director, ATC Military Bureau, 1107 16th 
Street NW., Washington, D. C. 
I will ask counsel to read from the letter. 


Mr. Materz (reading) : 
Dear FRANK: For your information, ACTA has been making a strong bid~ 


and interjecting, I understand that is the Air Coach Transport Asso- 
ciation, a trade association for nonscheduled lines. 

Mr. Gewirtz. One of the trade associations. 

Mr. Maerz (reading) : 


For your information, ACTA has been making a strong bid for representation 
at Parris Island Marine Corps Base, 8S. C 

I understand that about 2 weeks ago they presented a formal request for such 
representation and last week Parris Island refused their request on the grounds 
that there was insufficient need for them to be on the base. Parris Island 
authorities felt that ACTA would attempt to go to Marine Headquarters in 
Washington to have their request approved “over their heads” (needless to say, 
euch action on the part of ACTA would make them rather unpopular with 
Parris Island folks and probably with Marine Corps Headquarters). 

Anything you can do to prevent the success of ACTA’s appeal will certainly 
be most appreciated by us. In some respects I would like to see this one come 
to.a head soon and be defeated soon, for by September that base will again be 
filing up and there may be some potential planeload shipments available at 
that time which would bolster ACTA’s case. 


I offer this letter in evidence. 
Mr. Roptno. That will be admitted into the record. 
(The letter dated July 16, 1953, is as follows :) 


EASTERN Arg LINEs, INC., 
New York, N. Y., July 16, 1953. 
Mr. Frank MACKLIN, 
Director, ATC Military Bureau, 
Washington, D. C. 

DEAR FRANK: For your information, ACTA has been making a strong bid for 
representation at Parris Island Marine Corps Base, S. C. 

I understand that about 2 weeks ago they presented a formal request for such 
representation and last week Parris Island refused their request on the grounds 
that there was insufficient need for them to be on the base. Parris Island 
authorities felt that ACTA would attempt to go to Marine headquarters in 
Washington to have their request approved over their heads (needless to say 
such action on the part of ACTA would make them rather unpopular with 
Parris Island folks and probably with Marine Corps headquarters). 

Anything you can do to prevent the success of ACTA’s appeal will certainly 
be most appreciated by us. In some respects I would like to see this one come 
to a head soon and be defeated soon, for by September that base will again 
be filling up and there may be some potential planeload shipments available 
at that time which would bolster ACTA’s case. 

Sincerely yours, 
RicHarp T. ReuM, 
Manager, Specialty Sales. 


Mr. Roprno. Next I direct your attention to the reply to this letter 
from Frank J. Macklin, director, military bureau, dated July 17, 
1953, and I ask counsel to read the pertinent parts. 
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Mr. Materz (reading) : 


Dear Dick: This is in reply to your letter of July 16, 1953, relative to ACTA’s 
request for representation at Parris Island. My armchair guess would be that 
if the request was turned down by the commanding general at Parris Island. 
that should the ACTA boys go to headquarters, Washington, for approvul, 
headquarters would be inclined to side with the commanding general’s decision. 

As far as I know, and from what I have been able to gather from our con- 
tacts here, ACTA does not have representation at any Marine Corps installa- 
tion, and the possibilities of their getting it at Parris Island, in view of the 
stand taken by the commanding general, is pretty remote. I will keep in touch 
with Bill DeMarchi on this, and if anything new develops, we will certainly 
pass it along immediately. 


T ask that it be made a part of the record. 
Mr. Roprno. It will be admitted into the record. 
(The letter, dated July 17, 1953, is as follows :) 


JULY 17, 1953. 


Mr. RicHArp T. REHM, 
Manager, Specialty Sales, Eastern Air Lines, Inc., 
Eastern Air Lines Building, New York, N. Y. 


Dear Dick: This is in reply to your letter of July 16, 1953, relative to ACTA’s 
request for representation at Parris Island. My armchair guess would be that 
if the request was turned down by the,.commanding general at Parris Island, 
that should the ACTA boys go to headquarters, Washington, for approval, head- 
quarters would be inclined to side with the commanding general’s decision. 

As far as I know, and from what I have been able to gather from our contacts 
here, ACTA does not haye representation at any Marine Corps installation and 
the possibilities of their getting it at Parris Island, in view of the stand taken 
by the commanding general, is pretty remote. I will keep in touch with Bill 
DeMarchi on this, and if anything new develops, we will certainly pass it along 
immediately. 


Sincerely, 
FRANK J. MACKLIN, 


Director, Military Bureau. 

Mr. Roptno. Would you say, Mr. Gewirtz, that that indicates that 
ATA took action on the very next day to look into the seriousness of 
this question of the threat by ACTA, sir? 

Mr. Gewirtz. I would say that Mr. Macklin was certainly courteous 
and expeditious in answering the letter. I do not know what action 
was taken, but I see no evidence, certainly on the face of either of 
these letters, that an effort was made to influence the United States 
Marine Corps. It was an expression of opinion. 

Mr. Roprno. Would you be able to tell us who Bill DeMarchi is? 

Mr. Gewirtz. I would not know, sir. I do not know whether any- 
body else would. 

Mr. Roprno. I direct your attention to a letter dated June 28, 1954, 
from P. B. Cohen, Palmetto Tours, addressed to Mr. Charles F. Sharp, 
vice president of National Airlines, with a copy to Mr. Frank J. 
Macklin, director of military Bureau, Air Traffic Conference of 
America, and I ask counsel to read a portion of that letter whieh 
comments on the Parris Island situation. 

Mr. Maerz (reading) : 

Both Delta and HBastern know that it was through my good efforts that non- 
schedules have been barred from serving the post, and I think that I will be 
successful in the future in blocking their entrance. 

Mr. Chairman, I offer this letter in evidence at this point. 

Mr. Roprno. That will be admitted into the record. 
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(The letter dated June 28, 1954, is as follows:) 


BEAvFort, 8. C., June 28, 1954. 
Mr. CHARLES F. SHARP, 
Vice President, Sales, National Airlines, Inc., 
Miami, Fla. 

Dear Mr. SHARP: I have a copy of your letter of June 25 to Mr. Macklin, ex- 
pressing your desire to install a joint airline ticket office on Parris Island. I 
note in particular your statement that my representation has placed National in 
an untenable competitive situation. For your convenience I am attaching a 
copy of my letter to Mr. Jack Grathwal and Mr. Schaefer, outlining the procedure 
we would follow in reference to booking military passengers. when you placed 
in service a noon flight nerth. If I may say so this letter indicates our desire 
to be utterly fair with all concerned. I assume you know National, by not 
having a flight out of Charleston around noon, no service can be booked on them 
because recruits must be given fair and impartial treatment and must be booked 
on the first flight available after their arrival at the airport. 

Jack Grathwal and myself have had several conferences with reference to 
business for National and he has told me any number of times that he has pleaded 
with National to give him a flight out of Charleston—northbound—that would 
be eempetitive with Eastern’s Flight 652. I have promised him that we would 
do all in our power (still being fair to other carriers) to help him with his 
problem. I would like to cite to you that in 1953 when you did have a noon 
flight northbound, that sales for you run $31,825 for the year and over 30 percent 
was sold July through December. Right after December 1953 you took off your 
noon flight, which carried this business. The reason National sales are at such 
a low ebb‘is that you do not have a northbound noon flight. 

We are required by the post regulations in selling of tickets, to quote to recruits 
the first departure with a first arrival for their destination and I am sure that 
you will agree that we would be utterly unfair to our Marines if we held them 
in Charleston from 11 a. m. until 5 p. m. in order to put them on National Air- 
limes. 

We have in the past, and will in the future, show no partiality to any carrier, 
but insist that we must give the proper information to the Marines who book 
with us. Please bear in mind that 99 percent of our business comes from the 
“boots” going on leave and these people leave Parris Island atS8 a.m. We trans- 
port them to Charleston in one of my special buses that gets there 11 a. m. 

TI am aware that both Delta and Eastern know that it was through my good 
efforts that nonschedules have been barred from serving the post and I think 
that I will be successful in the future in blocking their entrance. 

I trust you will reconsider your request to Mr. Macklin, or at least withdraw 
same wntil all interested parties can have a get-to-gether. 

Very truly yours, 
PALMETTO Tours, 
P. B. CoHEN. 


Mr. Gewrrtz. This is just an excerpt from the letter. 

Mr. Materz. The entire letter is being ineluded in the record. 

Mr. Roprno. Is Mr. Cohen and is Palmetto Tours the travel agency 
representative for scheduled airlines in Parris Island? 

Mr. Gewirtz. I think that Mr. Lundmark can answer that. 

Mr. LunpMark. Yes. 

Mr. Roptno. Would you say because he was so effective in keeping 
out, the nonskeds he was continued on as the exciusive travel agent for 
the certificated carriers in lieu of the establishment of a JAMTO in 
that area ? 

Mr. Lunpmark. I think that you would have to say that he did a 
pretty good job. 

Mr. Matetz. In kicking the nonskeds off the base ? 

Mr. Lunpmark. In giving business to the scheduled airlines. 

Mr. Gewirtz. Generally, with respect to this particular problem. 

Mr. Roprno. What was that? 





{ 
: 
3 





1614 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Gewrrrz. I think Mr. Lundmark’s answer is that generally Mr. 
Cohen has done a good job in giving business to the scheduled airlines. 

Mr. Lunpmark. If I can amplify that a little bit, Mr. Cohen is 
serving as JAMTO. As long as Mr. Cohen is doing what the ATA 
members think is a good job in representing the scheduled airlines at 
that point, I think that there was no necessity for a change. 

Mr. Materz. At this point, I offer the following letters in evidence: 

A letter dated August 18, 1954, to Mr. Frank J. Macklin, from Mr. 
Charles F. Sharp, vice president, customer relations, National Air- 
lines; a letter dated July 22, 1954, from Harold J. Salfen, director of 
military transportation, Delta-C. & S. Air Lines, to Mr. Frank J. 
Macklin; a letter dated August 2, 1954, from William M. Graves, 
chairman, local military committee, to Frank J. Macklin. 

Mr. Roprno. They will be admitted. 

(The letters dated August 13, 1954, July 22, 1954, and August 2, 
1954, are as follows:) 


Aveust 18, 1954. 
Mr. FRANK J. MACKLIN, 
Director, Military Bureau, 
Air Traffic Conference of America, Washington, D. C. 


DeAaB FRANK: We have received our copy of the letter dated August 2, 1954, 
signed by P. B. Cohen, owner of Palmetto Tours at Beaufort, S. C., and by William 
M. Graves, chairman of the local military committee for Charleston, setting forth 
the conditions which will guide the relationships and reporting of tickets for the 
Parris Island ticket office operation. 

National concurs in Mr. Cohen’s continued representation at Parris Island as 
the accredited industry representative at that point on the basis of these stipu- 
lations, subject to and being completely and fully complied with as agreed. 
You will recall that my letter of January 29, 1953 requested that regular reports 
be submitted by Mr. Cohen in the same manner that reports are submitted by 
other JAMTO offices, and consequently it is my opinion that we are merely re- 
quiring the fulfillment of a condition which should have been met at that time. 

We would like to reiterate the point also that Mr. Cohen’s appointment is not 
to be considered on a permanent basis and may be terminated at any time 
through the usual procedures if we do not consider his operation of the Parris 
Island ticket office as satisfactory. 

We do not wish to seem unduly harsh or demanding in respect to this particular 
operation, but we firmly believe that the handling of air transportation from 
Mr. Cohen’s Parris Island office should be on an absolute noncompetitive basis 
similar to the operation of any other JAMTO in any other part of the country, 
and we trust that all parties connected with this operation will contribute to 
that end. 

With every best wish, I remain 

Sincerely yours, 
NATIONAL AIRLINES, INC., 
CHARLES F. SHARP, 
Vice President, Customer Relations. 


Detta-C. & S. Atk LINES, 
Atlanta, Ga., July 22, 1954. 
Mr. FRANK J. MACKLIN, 
Director, Military Bureau, 
Air Traffic Conference of America, Washington, D. C. 


Dear FRANK: It is my belief that the situation at Parris Island has been solved 
through my visit of several weeks ago and subsequent letter of July 19 to you 
outlining the procedure to be followed by Palmetto Tours in handling this military 
business in the future. 

Some question has arisen and there is some doubt in my mind as to the legality 
of our accepting collect calls from this agency after reservations have beel 
called to us and no answer has been received. I am aware of both the trade 
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practice ruling, relative to collect calls and the difference in the acceptance of 
ealls relative to military reservations. Since only a small majority of the calls 
which Cohen will be making are for military traveling on T/R’s, it is my thought 
that perhaps we have stepped out of line in making this a part of our agreement 
with Cohen. If you would be so kind as to get an opinion from Markum on 
this matter and let me know, I will be glad to change whatever agreement we 
might draw up or have with Cohen. 

If you have any other suggestions relative to this office, please let me hear 
from you. However, since you have many other things to do I don’t believe that 
it is necessary for either Bob or yourself to come to Charleston on this particular 
matter. 

Sincerely yours, 
Haroip J. SALFEN, 
Director of Military Transportation, 


Detta-C & S Ar LINzEs, 
Charleston, 8. C., August 2, 1954. 
Mr. Frank J. MACKLIN, 
Director, Military Bureau, 
Air Traffic Conference of America, 
Washington, D.C. 


Deak Mr. MACKLIN: In accordance with the suggestion contained in Mr. Frost’s 
letter to you of July 15, and Mr. Sharp’s coneurrence of July 23, a joint meeting 
was held with Mr. P. B. Cohen, owner and operator of Palmetto Tours, at 
Beaufort, 8S. C., on July 30, 1954. 

Present at the meeting were Mr. Cohen, Mr. Minogue, the members of the local 
committee, and representatives of the general offices of the carriers concerned. 

The following conditions, agreed to by ail parties concerned, have been set up 
as requisites to the continuance of Mr. Cohen’s representation of the Air Traffic 
Conference of America at Parris Island Marine Corps Recruiting Depot as an 
authorized travel agent with permission to serve as special military representa- 
tive for the scheduled air carriers. 

1. All telephone calls will be made to the originating carrier in Charleston by 
Mr. Cohen’s office for reservations. After a reasonable time has elapsed and no 
confirmation is received, a collect call to the individual carrier concerned will be 
accepted, due to the requirements on confirmation peculiar to the needs of the 
military at Parris Island. Off-line requests will be given to the carrier which 
can most economically and expeditiously handle them. 

2, Mr. Cohen’s office will furnish to all local carriers each month duplicate 
copies of the revenue derived by each airline (the standard ATA report form 
to be used) and also duplicate copies of breakdown of reservations by carrier 
and. city, which forms have been furnished to Mr. Cohen by the local committee. 

3. An equitable distribution of business will be made by Mr. Cohen, based upon 
the requirements of the Marine Corps on the one hand and the services currently 
offered by the carriers on the other hand. 

4. All directives, complaints, and correspondence relative to special military 
representation and/or Palmetto Tours should be directed to Mr. Peter B. Cohen. 
Palmetto Tours, Beaufort, S. C. 

5. If at any time it is deemed that representation of the scheduled air carriers 
is not in accord with the conditions upon which agreement has been reached, a 
meeting of all interested parties may be called, by any participant carrier, through 
the local committee, and if so determined, steps for termination of representation 
may then be made. 

It is believed that, through compliance with the stated conditions of repre- 
sentation, all concerned can more efficiently and satisfactorily serve the needs 
of the Marine Corps and resolve any problems which may arise in the future. 

Yours very truly, 


WILLIAM M. GRAVES, 
Chairman, Local Military Committee. 
Mr. Roptno. I direct your attention with respect to the military 
travel situation as it existed at Lackland Air Base, San Antonio, Tex., 
to a memorandum dated October 28, 1948, from the regional manager 
of agencies, Dallas, Tex., to Mr. M. D. Miller. I will ask counsel to 
quote from that memorandum. 
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Mr. Materz (reading) : 


We are faced, as far as San Autuaio is concerned, with the fact that due to 
the number of men moving, it is not possible for the carriers serving San Antonio 
to accomodate them all at the particular time when they are to move. We dis- 
cussed at the meeting the possibilities of some type of a pool arrangement among 
the carriers to provide adequate service to take care of each movement. 

It was also brought out that through the ATC the other carriers such as 
United and TWA should be notified of this operation and of the chances of ex- 
tending it to their territory. 

Frankly, I believe that we should be able to work out some arrangement be- 
tween all the carriers whereby equipment could be made available at the time 
it is needed so that there would be no excuse for Katz to use the nonscheduled 
operators. If this could be done, the Army should go along with us in pro- 
hibiting the use of the nonskeds. 


I offer in evidence at this point the memorandum dated October 28, 
1948, which was just read from. 

Mr. Roprno. That will be admitted. 

(The memorandum dated October 28, 1948, is as follows :) 


OcTOBER 28, 1948. 


To: M. D. Miller—Dallas 
From: Regional Manager of Agencies—Dallas 
Subject : The Travey Agency—Sol Katz—San Antonio, Tex. 


The above agency has been operating at the Lackland Airbase, San Antonio, 
for a little over a year. At the beginning of their operations, they were routing 
all air business over the certificated airlines. However, activities on the base 
have been stepped up considerably and, as a result, the number of cadets graduat- 
ing has been increased until now it appears that the commercial airlines serving 
San Antonio cannot handle all the business at the time it is offered. 

Let me review just how this business originates. Classes are graduated on 
Tuesdays, Thursdays, and Fridays. Approximately 5 days before graduation, 
information sheets are passed out to the cadets and on them they indicate their 
wishes which are, as a general rule, that they will proceed home for a short 
leave while en route to their next assigned base. They also indicate the mode 
of transportation they desire to use—rail, bus, or air. When these sheets are 
returned to the Army transportation officer, they are separated, and the ones in- 
dicating a desire to use the train are turned over to the railroad representative. 
The ones indicating a desire to use bus or air are turned over to Sol Katz who has 
the agency for both the airlines and the buslines. 

Recently Katz has been having such volume that he has been arranging the 
eadets that are going to certain spots such as Chicago, Detroit, and New York in 
sufficient number that it has permitted him to charter DC-3’s from either Viking 
or Standard, and offering the cadets slightly lower rates than the commercial 
airlines offer, as indicated on the rate sheet in the attached exhibit. We do not 
know for sure, but it is believed that he gets the charter for as low as 90 cents a 
mile, and in one instance it is bélieved that on a charter from San Antonio to 
Chicago on a 28-passenger plane he paid $1,000. At any rate, he does pay for 
the charter, charges the boys as per the attached rate sheet, and pockets the 
balance. 

It appears that the Army is aware of this operation and countenances it even 
though it has been pointed out to them by both our representatives and those of 
other carriers the hazards of using nonscheduled aircraft. About a month ago, 
he opened another office at Sheppard Field, Wichita Falls, Tex., which is under 
the same command as Lackland Field, and I understand that Continental and 
Braniff have already appointed him, although we have not done so as yet. I also 
understand that he anticipates in the not too distant future opening similar 
offices in New Orleans, Fort Smith, Ark., El Paso, San Francisco, and Corpus 
Christi. 

Today a meeting was held by the airlines serving San Antonio which was 
attended by Stan Osborn and Jake Hoffman of Eastern, Orin Carpenter of Con- 
tinental, and Ernest Wilbanks of Continental, besides Jim Bass and myself. We 
discussed the pros and cons and the hazards of this situation, and it was decided 
that Mr. Osborn would take the matter up with Mr. Deichler and they .would 
bring it up for discussion at the ATC meeting to be held next week. Mr. Osborn 
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pointed out that he believed it should be handled from top Washington level 
with a view of having pressure brought to bear on the Army in Washington so 
that they would issue instructions to the various bases to desist on this type 
of operation. This may have some drawbacks in view of the fact that the 
Government allows the boys on this particular base 3 cents a mile for transpor- 
tation and they pay the difference. Therefore, the transportation is not actually 
or directly being paid for by the Government. 

We are faced, as far as San Antonio is concerned, with the fact that due to 
the number of men moving, it is not possible for the carriers serving San Antonio 
to accommodate them all at the particular time when they are to move. We 
discussed at the meeting the possibilities of some type of a pool arrangement 
among the carriers to provide adequate service to take care of each movement. 
It was also brought out that through the ATC the other carriers such as United 
and TWA should be notified of this operation and of the chances of extending 
it to their territory. 

Frankly, I believe that we should be able to work out some arrangement between 
all the carriers whereby equipment could be made available at the time it is 
needed so that there would be no excuse for Katz to use the nonscheduled opera- 
tors. If this could be done, the Army should go along with us in prohibiting the 
use of the nonskeds. 

Attached is a copy of a letter from Jim Bass transmitting copies of corre- 
spondence and other information that he has picked up and forwarded to us. It 
contains all the information that has been accumulated to date, with the excep- 
tion that it does not indicate how many charter flights have been operated in 
October. The boys in San Antonio are working on this now. They are of the 
opinion that last week, that is, the week of October 17, there were seven charter 
flights operated, but the destinations are unknown. 

DaLL DEWEESE. 


Mr. Ropino. Mr. Gewirtz, do you have any comments on this? 

Mr. Gewirtz. My comment about this letter would be substantially 
the same as it is about a lot of the other letters, that is, that I trust 
that the committee will not be misled by statements that are made by 
various persons who are either working for airlines aggressively and 
competitively or working in some respect for the ATA directly or 
indirectly with respect to what the existing law is. 

There are an awful lot of loose statements that are made by Mr. 
Cohen or Mr. Katz or Mr. Tudor or somebody else. They do not 
necessarily reflect the policy of the airlines, and they do not necessarily 
reflect the policy of the ATA. 

The use of the word “prohibit” does not necessarily mean that there 
is a prohibition. That is a matter of fact. The amount of business 
that has been done by the large irregulars with respect to the com- 
petitive situation that exists in the military field is a matter of sta- 
tistical fact. 

The extent to which either ACTA or IMATA have been able to out- 
compete the railroads is a matter of record. It is not a matter of record 
that is necessarily reflected in some of the documents that your staff 
has chosen to pull from the great ne of documents that have been 
made available to them by the ATA. 

i submit that there are literally 90 percent of the documents that 
have been made available to your staff that are still sitting there in 
our offices, some of which have been looked at and some of which have 
not been looked at. 

These are isolated situations in which possibly an unfortunate word 
has been found which is now being used or attempted to be used by 
counsel and staff to establish a pattern of action which may or may not 
exist. 
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That is the comment possibly longer than I should have made that I 
have about this and all of the other letters. 

Mr. Roprno. You are entitled to your comments. We are just 
introducing these to speak for themselves. 

The letter, I am sure, set out what they have to say regardless. 

I also direct your attention to a memorandum from Melvin D. Miller 
who, I believe, was regional vice president of the American Airlines 
at Dallas, Tex., to Mr. R. D. S. Deieliler, New York, which memo- 
randum is dated November 17, 1948. I believe there was a discussion 
relative to the problems of travel agencies, and Mr. Miller, in discussing 
it, had something to say about that. 

I would like counsel to read it. 

Mr. Gewirtz. May I say, Mr. Maletz, the trouble with reading the 
letter is that I doubt that any one of us is going to comment on a letter 
that is in a sense an internal communication between officials of one of 
our member carriers. 

I suggest that if that particular carrier is going to testify, that you 
might well address the question to them, because we cannot even etch 
out a pattern of conduct or comment intelligently on it. 

Mr. Materz. This document, as you know, came from the files of the 
ATA. SoI think that you would agreed that all of these letters did 
come to the attention of officers of the ATA. Is that not right? 

Mr. Gewrrtz. If you found the New York Times of a year ago in the 
Air Transport Association office, and you found it necessarily relevant 
to the broad nature of your inquiry, I would not suspect that we were 
the proper people to comment on it. 

Mr. Materz. You are not suggesting that these particular matters 
are not of concern to your military bureau, are you, sir? 

Mr. Gewrrtz. Well, they may be of concern to our military bureau, 
but if you want the best possible evidence on the letter and what it 
means, why do you not ask the people who were in the company by 
which it was written ? 

Mr. Matetz. You are suggesting certain questions to representatives 
of various carriers. It is possible that the committee will address those 
questions to those carriers, but in the meantime, in view of the fact that 
these letters were contained in the files of the military bureau, it would 
seem to me personally that it is entirely appropriate to address these 
questions to ATA officers. 

In accordance with the chairman’s direction to read this memoran- 
dum from Melvin D. Miller to Mr. R. E. S. Deichler, I quote: 


I hope that at the ATC meeting in Chicago this thing can be straightened out 
and either Katz eliminated entirely or brought into line to use the scheduled 
carriers exclusively. 


At this point, I offer in evidence this memorandum from Mr. 
Miller to Mr. Deichler. 

Mr. Ropino. It will be admitted into evidence. 

(The memorandum dated November 17, 1948, is as follows:) 


NovEMBER 17, 1948. 
To: R. E. S. Deichler, New York. 
From: Regional Vice President, Dallas. 
Subject: Sol Katz Travel Agency. 
With further reference to my letter of November 2, I am attaching a copy of @ 
letter from Jim Bass to me dated November 15, together with copies of corre- 
spondence he mentions. I believe all of it is self-explanatory. 
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I might mention, however, that so far as Wichita Falls is concerned, Braniff 
has not appointed Katz. It is to be assumed that Continental has. Braniff 
does the ticketing in Wichita Falls for Continental, and they have been issuing 
Braniff tickets in exchange for Continental Air Lines exchange orders presented 
to them by Katz or trainees to whom they have been issued by Katz. 

I hope that at the ATC meeting in Chicago this thing can be straightened out 
and either Katz eliminated entirely or brought into line to use the scheduled 
carriers exclusively. 

MELVIN D. MILLER. 

Mr. Roptno. Was Mr. Katz at that time generating nonsked business 
at that airbase ? 

Mr. Markuam. I do not know. 

Mr. Gewrrtz. I do not know. 

Mr. Roprno. I would like at this point now to turn to a matter which 
I believe is related to what we have been discussing. I would like to 
ask this question of you, Mr. Gewirtz. 

Is it the practice of ATA employees to obtain classified security 
information for the certificated airlines in securing business? 

Mr. Gewirtz. Gosh, Mr. Chairman, I do not know the answer to 
that question broadly. I do not know to what it is addressed spe- 
cifically. It may be even that the broad aspects of it are better an- 
swered by Mr. Tipton. It does not mean anything to me personally. 

Mr. Ropino. Is that the policy generally? That is, to receive aii 
dential or classified security information for the purposes of the cer- 
tificated airlines in order to secure business ? 

Mr. Tipton. That means classified by the Government, sir? 

Mr. Roprno. Yes; that is right. 

Mr. Tipton. We receive a great deal of classified information from 
the Government involving primarily technical subjects. I have no 
recollection of seeing or hearing of classified information of the type 
that you are talking about. 

Mr. Roprno. Let me direct your attention to a memorandum dated 
March 15, 1954, which was labeled by your organization as “confiden- 
tial”, and written by Mr. Robert B. Minogue. I would like to ask, 
first, was Mr. Macklin at the time director of the ATA’s military 
traffic bureau, Mr. Tipton ? 

Mr. Treron. In all likelihood he was. I did not catch the date. 

Mr. Roprno. March 15, 1954. 

Mr. Tieton. He was either director of the bureau at that time or 
he had close relationship to it. He changed jobs in that neighborhood 
sometime. 

Mr. Roptno. He later became director ? 

Mr. Tieron. That is right. He later became assistant vice presi- 
dent of the association with broader responsibilities. 

He did it at a date along in there some place, but even in that job 
he had some responsibility for the military bureau. 

Mr. Roprno. The subject of the memorandum was “Closing of Camp 
Stoneman.” 

I ask counsel to read from that memorandum, which is labeled as 
“confidential.” 
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Mr. Materz (reading) : 


Gus Cohlman, OCT, showed me a copy of a confidential report on the above 
subject over General Yount’s signature, which reflected the following: 

1. Camp Stoneman will be in “caretaker’s status” about May 1, 1954. 

2. Memo calls for the establishment of a small overseas replacement. station 
at the Oakland Army Base. 

3. Greater utilization of Fort Lewis as an overseas replacement station. 

4. Concentration of Army replacements destined for Japan and Korea at one 
west coast port. 

it further points out the following: 


OUTBOUND TRAFFIC 


1. Replacements for Japan, Korea, Okinawa, and Alaska to Fort Lewis and 
Lawton. 

2. Army replacements for Hawaii, Guam, and the Philippines, and also air to 
Japan and Korea to Stoneman until this installation goes under a “caretaker’s 
status.” Then this activity will move to the Oakland Army Base. 

3. Air Force replacements to Pacific areas, including Alaska, will move 
through Parks Air Force Base. 


INBOUND TRAFFIC (INCLUDING DEPENDENTS AND CIVILIANS) 


1. Army personnel returning from Korea will normally move threugh the 
Seattle port. 

2. Army and Air Force personnel, including dependents and civilians, from 
Japan, Okinawa, and Alaska through the Seattle port to the extent this port 
can handle. 

3. Army and Air Force, including dependents and civilians, from Hawaii, 
Guam, and the Philippines, through the San Francisco port. 

4. Army and Air Force, including dependents and civilians, Japan, Okinawa, 
Formosa, and Alaska through the San Francisco port to the extent this pert can 
handle. 


I offer this memorandum in evidence at this point. 
Mr. Ropino. It will be admitted into the record. 
(The memorandum dated March 15, 1954, is as follows :) 


Marcu 15, 1954. 

To: Mr. Frank J. Macklin. 
Subject: Closing of Camp Stoneman. 

Gus Cohiman, OCT, showed me copy of a confidential report on the above sub 
ject over General Yount’s signature, which reflected the following : 

1. Camp Stoneman will be in caretaker’s status about May 1, 1954. 

2. Memo calls for the establishment of a small overseas replacement station at 
the Oakland Army Base. 

3. Greater utilization of Fort Lewis as an overseas replacement station. 

4. Concentration of Army replacements destined for Japan and Korea at one 
west coast port. 

It further points out the following: 


OUTBOUND TRAFFIC 


1. Replacements for Japan, Korea, Okinawa, and Alaska to Fort Lewis and 
Lawton. 

2. Army replacements for Hawai, Guam, and the Philippines, and also air to 
Japan and Korea to Stoneman until this installation goes under a caretaker’s 
status. Then this activity will move to the Oakland Army Base. 

3. Air Force replacements to Pacific areas, including Alaska, will move through 
Parks Air Force Base. 


INBOUND TRAFFIC (INCLUDING DEPENDENTS AND CIVILIANS) 


1. Army personnel returning from Korea will normally move through the 
Seattle port. 
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2. Army and Air Force personnel, including dependents and civilians, from 
Japan, Okinawa, and Alaska through the Seattle port to the extent this port 
can handle. 

3. Army and Air Force, including dependents and civilians, from Hawaii, 
Guam, and the,Philippines,through the San Francisco port. 

4. Army and Air Force, including dependents and civilians, from Japan, 
Okinawa, Formosa, and Alaska through the San Francisco port to the extent 
this port can handle. 

Ropert B. MINOGUE. 

Mr. Roprno. Who is Mr. Gus Cohlman, can you tell me? 

Mr. Tipton. No; I cannot identify that person. 

I should point out that.the document is not Government confiden- 
tial. ‘This'is a document classified by the ATA. 

Mr. Roptno. I stated that it was labeled as such by the ATA. 

Mr. Treron. By the ATA. 

Mr. Roprno. This states Gus Cohlman, OCT, which I believe is 
Office of Chief of Transportation, “showed me a copy of a confidential 
report,” and this is where this information has been gathered from. 

‘Mr: Treron. I take it that what that was, was 'the advance notice 
to the carriers of the change in the routing of traffic for which they 
were supposed to be prepared. 

Mr. Roprno. Any you say that is merely an advance notice? 

Mr. Treron. He is the Chief of Transportation. He would want 
his transportation to be available at these new places. 

You would need to give the carriers as much advance notice.as pos- 
sible about the change of routing of the military traffic in order that 
they can meet it. If a great mass of traffic has been coming through 
Camp Stoneman and they wish to change, they would have to be noti- 
fied as soon as possible that the matter would: be held confidential for 
the time being. 

Mr. Roprno. Are the members of your organization who are han- 
dling -your military traffic bureau, Macklin, and so forth—cleared for 


security ¢ 

Me Wincsx, I take it that they must hawe been. 

Mr. Materz. Is.it the practice of your organization to get.advance 
notice from the Office of the Chief of Transportation with respect to 
fortticoming plans of the Transportation Corps with respect tothe 
closing.of camps and the moving. of dependents? 

Mr. Treron. I do notsknow whether that.is.the practice or not, Mr. 
Maletz. This is the first time, as a matter of fact, that I-have person- 
ally encountered it. I would not be surprised if that practice were 
not often followed, because you would need to gear your transporta- 
tion to move the. people, if you were, establishing a. new flow of traffic. 

Mr. Materz. It is the practice of the military to show your, trade 
association, a private trade association, a classified document, so as 
to inform your association of significant traffic information? 

Mr. Trireron. I cannot say that it is or is not. I just do,not know. 
I would be glad to try to-find out for you. 

Mr. Materz. By obtaining this information from, the Office of the 
Chief of Transportation would not your military bureau get advance 
information which might. be helpful to your carriers in securing 
business'from troops moving in furlough or otherwise ? 

Mr. Tieron. It would be helpful if all carriers competing for the 
traffic were not given the information at the same time. There is no 
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indication here that this whole new planning for the movement of 
troops and dependents was not given to the railroads and the nonskeds 
and the buses and everyone else at the same time. 

Mr. Maerz. There was no formal letter of transmittal from the 
Office of Chief of Transportation to Minogue, was there? 

Mr. Gewirtz. How do you know there was not the same evidence 
of whatever his name is, the OCT, showing this to the others. If you 
will look through their files, you might be able to find similar evidence. 

Mr. Materz. I think that is a very excellent idea. 

Mr. Gewirtz. We would recommend that. 

Mr. Maerz. Very good. You have no knowledge with respect to 
the Office of the Chief of Transportation furnishing this same con- 
fidential information to the nonsked carriers, do you ? 

Mr. Treron. No; I would have no way of knowing that. I think 
your question as to the general practice of the military when they 
have changed their flows of traffic, how they handle that vis-a-vis the 
carriers is a good one, and I would like to inquire to see how that is 
handled. 

I know there have been some major changes. In some instances, the 
steps they are going to take might well be confidential, so let me 
inquire as to how they handle that to see about that, and I will either 
include a memorandum in the record at this point or anything that 
you want me to do. 

Mr. Maerz. I think you indicated that you get other classified in- 
formation from the Department of the Army, the Department of the 
Air Force, then ; is that correct? 

Mr. Treron. That is correct. 

Mr. Matetz. How do you get that, by formal letter of transmittal / 

Mr. Tieron. A variety of ways—formal letter of transmittal, a 
memorandum given to us by hand, information given by word of mouth 
in meetings. 

Mr. Maerz. Are you aware of the fact that Mr. Gus Cohlman was 
then a subordinate employee in the Office of the Chief of Transpor- 
tation, Mr. Tipton? 

Mr. Tipton. I am not aware of that, no. 

Mr. Materz. It would be very unusual, would it not, for your or- 
ganization to get a classified document from a subordinate officer. 

Mr. Tipton. No. 

Mr. Materz. Or employee? 

Mr. Trpron. No. 

Mr. Matrrz. Without a letter of transmittal; is that right? 

Mr. Treron. No, it would not be unusual. 

Mr. Materz. Can you point to any other situation where you have 
gotten similarly classified information from subordinate employees 
of the Office of Chief of Transportation ? 

Mr. Tipton. Yes; it is not unusual, actually. The technicians of 
the airlines and of the association work very closely with the military 
agencies on a great variety of matters—air navigation facilities, the 
development of the new airplanes, the behavior of jet engines. 

(The following list subsequently was furnished by the Air Trans- 
port Association :) 
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ATA PERSONNEL WITH PRESENT OR PENDING SecuRITY CLEARANCES 


Secret—USAF: 
Milton W. Arnold 
William B. Becker 
Jack M. Bowman 
H. E. Brown (pending) 
Allen W. Dallas 
Roger G. Flynn 
Stanley Gewirtz (pending) 


Secret—U SAF—Continued 
Donald B. Talmage 
Ralph R. Theile 
Cc. F. Timmerman 
Stuart G. Tipton 
Frank C. White 


Secret—Commerce: 


H. Grady Gatlin 


Ralph Link 

Zona P. Schilz 
Stanley Seltzer 
Donald B. Talmage 
C. F. Timmerman 
Vernon I. Weihe 
Frank C. White 


Joseph F. Hintersehr 
Walter A. Jensen 

Ethel R. Low 

Frank J. Macklin (pending) 
R. B. Minogue (pending) 
Willis Player 

Samuel P. Saint 

Anne F.. Spiers (pending) 

You can lista hundred. The technicians are cleared, most of them, 
for secret, and they receive the information in the same way that a 
military man would receive it. 

Mr. Roptno. Would you be able to supply us with the list of your 
personnel who are cleared for security, Mr. Tipton? 

Mr. Treron. Certainly. 

Mr. Roptno. And I think that counsel should direct themselves to 
finding out whether or not the Office of Chief of Transportation had 
sent, sunilar information to other groups with respect to this particu- 
lar: situation. 

Mr. Materz. Yes. 

ate Roprino. The committee will now stand adjourned until 2:15 
o'clock, 

Mr. Gewrirtz. May I point out at some stage of this afternoon’s 
session that I would like to have the opportunity to complete m 
response to a very good question asked by Mr. Rogers, and I think 
I was in the middle of answering it at the time, and it is as to the 164 
applications allegedly denied. 

Mr. Roprno. All right. We will try to get to that. We will now 
stand adjourned until 2:15 o’clock. 

(Whereupon, at 1:15 p. m- the committee recessed, to reconvene at. 
2:15 p. m. the same day.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 2:05 p. m.) 

Mr. Roptno. The committee will please come to order. 

Mr. Gewirtz, before you resume, counsel, Mr. Harkins, has 
a couple of questions to ask. 


TESTIMONY OF STUART TIPTON, ACCOMPANIED BY STANLEY 
GEWIRTZ, JOHN L. LUNDMARK, D. W. MARKHAM, AND M. E. 
ROBINSON—Resumed 


Mr. Harkins. As part of its organization, ATA has a committee 
on public affairs; does it not? 

Mr. Gewitrtz. Yes, sir. 
_Mr. Harxtns. And is this committee the same as the public rela- 
tions advisory committee ? 
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Mr. Gewirrz. No, sir. 

Mr. Harxrns. Is one of the functions of this committee to coordi- 
nate lobbying activities by member airlines with the various State 
legislatures? 

Mr. Gewrirtz. Which committee, Mr. Harkins? 

Mr. Harkins. The committee on public affairs. 

Mr. Gewrrrz. I don’t want to be unduly sensitive about the use of 
the word “lobbying,” since certainly there is an act 

Mr. Harkins. Well, legislative representation, then. 

Mr. Gewirtz. Legislative activities? I would say that we have at 
the ATA at the present time a vice president for public affairs whose 
basic responsibility is in the field of State legislation as it relates to 
air transportation. 

Now, with respect to the operation and organization of a committee 
in the field, I do not think that you could state as flatly as you asked 
the question that it does or does not get involved directly in that 
activity. 

Mr. Harkins. How isit organized? Do you have various members 
take care of particular States? 

Mr. Gewirtz. I believe that, based usually upon the airline that has 
the principal operation in the State in question, a public affairs repre- 
sentative of that airline is appointed as coordinator for the operations 
in the field of legislative activities in that State. 

Mr. Harxrns. I take it, then, that you have representatives or a 
committee operating before each of the State legislatures; is that 
right ? 

‘Mr. Gewmrz. There is a coordinator representing his own airline 
and presumably coordinating the activities of the other airlines in 
each of the 48 States. 

Mr. Harxrns. In each of the States. 

I would like to refer to a memorandum dated February 1, 1950, from 
Mr. W. T. Raymond to Admiral Land, and the subject is Coordinator- 
ship in California. 

Now, who is Mr. W. T. Raymond? 

Mr. Grwrrtz. Mr. Raymond.at that time was the director of public 
affairs, I believe, for the Air Transport Association. — 

Mr. Harrys. I would like to read two paragraphs from this 
memorandum : 

As you probably know, Western Air Lines has for several years functioned as 
coordinator for the State of California under the system of State assignments 
followed by the airline committee on public affairs. During the past several 
years, there is no question but that WAL’s leadership though Tom Murphy bas 
eemented our relationships at Sacramento which, back in 1944 and 1945, were 
pretty bad. 

Changes in committee personnel and other events have caused some grumblings 
among the carriers serving California, particularly as regards the division of 
expenses for keeping Murphy at the State capitol during legislative sessions. 
In essence, the large carriers contribute $1,000 each, Southwest $500, and WAL 
Murphy’s salary. In addition, Murphy usually took a group of legislators on & 
hunting trip and this was divided among the carriers, although one of the large 
carriers has neglected to pay its share the past couple of years. 

Now, I take it what is meant in this memorandum that Western Air 
Lines has for several years functioned as coordinator under the system 
of State assignments is that, as you have described before, the prin- 
cipal airline operating in the State coordinates the activities of all 
the airlines? 
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Mr. Gewirrz. It could or could not be the principal airline. It 
normally is the airline with the greatest activity in the State which 
chooses the coordinator or has a representative of that airline act in 
the capacity of coordinator. 

Mr. Harkins. Does an official of ATA appoint the coordinator? 

Mr. Gewirrz. I don’t really know. I think possibly someone could 
answer that particular question better. 

Mr. Treron. There is a committee, a public affairs committee, which 
is made up of individuals from all the airlines, that appoints the co- 
ordinator. Itisdone by a committee of the airlines. 

Mr. Harxrns. As president of ATA, do you appomt the mem- 
bers of the committee? 

Mr. Tipron. No. The committee is an overall committee in which 
all members are entitled to representation and the individual mem- 
ber designates the man that he wants to serve on that committee. 

Mr. Harrys. Could you supply for the record a list of the co- 
ordmators for each State and the member airlines that serve on 
the committees for each State? 

Mr. Treron. Certainly. 

Mr. Harkins. The import of what I read, is it not, is that each 
of the airlines in California was contributing $1,000 to maintain a 
aha at the California State Legislature; would you disagree with 
that ¢ 

Mr. Gewirtz. A legislative representative, I would say, yes. 
[Laughter }. 

Mr. Harkins. And in addition, there are assessments made for 
the cost of hunting trips for the State legislators that are sponsored 
by this coordinating committee? 

Mr. Grewretz. It would appear that in this case there was some 
question of whether a hunting trip was covered. Whether assess- 
ments are made normally to cover hunting trips is not known, I 
don’t believe, to any of us. It seems to have been a problem in this 
instance. 

Mr. Harkins. And I take it that there are similar contributions 
made by the airlines for activities in the remaining 48 States? 

Mr. Gewretz. From what I have observed—and I would assume, 
based upon the general activities—there is no set formula, Mr. Har- 
kins, as to how it is done. It may very well be that the coordinator 
in a particular State just goes up there, pays his own expenditures 
during the period of the legislative session, or whenever else it is neces- 
sary for him to go up there, with respect to legislation affecting the 
industry. I don’t think there is any formula. 

Mr. Harkins. Could you make an estimate of the amount of money 
that certificated air carriers expend annually on this activity before 
the State legislatures? 

Mr. Gewrrrz. I would assume that in those States where there 
are registration-of-lobbying acts, that all of the expenditures are 
filed just as we at the ATA who are registered and those in the air- 
lines industry who are registered file their expenditures here. 

Mr. Harxrns. Yes; but not all States have such legislation. 

Mr. Gewtrrz. We will try to get you the actual figures that are 
filed. In terms of making an estimate, I do not think we could even 
begin to make one. I do not think it is a very elaborate figure 
actually. 
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Mr. Harxrns. And whatever figures you submit would be minimum 
figures, would they not ? 

Mr. Gewirrz. Well, if they only cover the States where there are 
lobbying laws, they would certainly be figures below the total figures 
expended. 

r. Treton. May I—— 

Mr. Harxrys. Mr. Chairman, may I introduce this in the record ? 

Mr. Ropino. ‘That will go in the record. 

(The letter referred to is as follows : ) 

Fesruary 1, 1950. 


Memorandum to: Admiral Land (copy to Mr. Ramspeck). 
From: W.T. Raymond. 
Subject : Coordinatorship in California. 

As you probably know, Western Air Lines has for several years functioned 
as coordinator for the State of California under the system of State assignments 
followed by the airline committee on public affairs. During the past several 
years, there is no question but that WAL’s leadership through Tom Murphy has 
demented our relationships at Sacramento, which back in 1944 and 1945 were 
pretty bad. 

Changes in committee personnel and other events have caused some grumbling 
among the carriers serving California, particularly as regards the division of 
expenses for keeping Murphy at the State capitol during legislative sessions. 
In essence, the large carriers contribute $1,000 each, Southwest $500, and WAL 
Murphy’s salary. In addition, Murphy usually took a group of legislators on a 
hunting trip, and this was divided among the carriers, although one of the large 
carriers has neglected to pay their share the past couple of years. 

In the 1949 session WAL was experiencing rough going with the intrastate 
operators between Los Angeles and San Francisco, and Murphy decided rather 
late in the session to attempt to pass a regulatory bill to overcome the situation. 
I don’t believe I need to go into that matter for the purpose of this memorandum. 
Needless to say, the other carriers left WAL flat and refused to go along. Nat- 
urally, the bill didn’t pass; in fact, Murphy let it die without bringing it to a 
vote. My own survey of the situation at Sacramento convinces me that the bill 
never could have passed the way it had been amended and that the program 
to-seek its adoption was begun too late in the session, especially since it had 
never been discussed with other segments of aviation. 

The purpose of the above is to lead up to last week’s conversation with Terry 
Drinkwater and Tom Murphy. At a meeting of the carriers serving California 
to be held in February Western will resign the coordinatorship. There will be 
several reasons given. First, it takes Murphy out of circulation for about 
6 months (4 at Sacramento and another 2 months to catch up on workings at 
WAL during his absence), all of which means that Tom ceases to be of great value 
to the company other than as a lobbyist at Sacramento. Since Western serves 
14 States and more than 35 cities, it makes his services pretty limited if he con- 
fines his activities to 1 State only. Second, WAL feels that for a small airline 
they are bearing too much of the expense. And, third, and probably what has 
brought the matter to a head, is the situation that developed last year over the 
regulatory bill. 

I do not know yet whom the carriers will select to replace WAL. Terry wanted 
me to assure you both that WAL was still in ATA and was not pulling out of 
our programs because of their giving up the coordinatorship. It simply means 
that instead of. calling the shots they will wait for someone else to tell them 
what to do. They will follow California closely, naturally, since it is their base 
of operations. 

Mr. Tipron. Excuse me, Mr. Chairman. 

May I get the request clarified? Would you like to have an estimate 
of the expenditures made by the airlines in the States in connection 
with legislative activity or do. you want to include in that total figure 
the budgeted item for the ATA’s public affairs department ? 

Mr. Harkins. I am glad you brought out that distinction. We 
would like to have ATA’s unless it.is in that 
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Mr. Gewrrrz. You have that. 

Mr. Harxins. We have that already ? 

Mr. Gewrrtz. Yes. 

Mr. Harkins. What I want you to submit now is an estimate, to 
the best of your ability, of the total amount of money spent by the 
certificated carriers in this program of legislative representation at 
the State legislatures. 

Mr. Tipron. In a particular year? 

Mr. Harkins. Yes; this last year, 1955. 

Mr. Treron. 1955? All right. 

(The following information was subsequently submitted by the Air 
Transport Association :) 


List or STATE PUBLIC AFFAIRS COORDINATORS 


The subcommittee requested an estimate of the total expenditures for legisla- 
tive representation in State legislatures duirng 1955. Based upon data made 
available to us by our member carriers, the best estimate that we can make for 
such expenditures in calender year 1955 is $33,500. 


Pustico AFFAIRS COORDINATORS AND AIRLINE MEMBERS SERVING STATES 


Alabama: 
Coordinator: Erle Cocke, Jr., Delta Air Lines, Inc. 
Airlines: Capital, Delta, Eastern, National Southern 
Arizona: 
Coordinator: Richard E. Fisher, American Airlines, Inc. 
Airlines: American, Bonanza, Frontier, Southwest, Western, Trans World 
Arkansas: 
Coordinator: R. H. Burck, Braniff International Airways 
Airlines: American, Braniff, Delta 
California : 
Coordinator : Hainer Hinshaw, United Air Lines, Inc. 
‘Airlines: American, Bonanza; Continental, Pan American, Southwest, Trans 
World, United Western 
Colorado: 
Coordinator: Hainer Hinshaw, United Air Lines, Inc. 
Airlines: Braniff, Continental, Frontier, United, Western, Trans World 
Connecticut : 
Coordinator: W. T. Raymond, Eastern Air Lines, Inc. 
Airlines: American, Eastern, Northeast, United 
Delaware: 
Coordinator: Richard BP. Fisher, American Airlines, Inc. 
Airlines: Allegheny, American, Eastern, Trans World 
Florida : 
Coordinator, W. T. Raymond, Eastern Air Lines, Inc. 
Airlines, Delta, Eastern, Mackey, National, Pan American, Southern Braniff 
Georgia : 
Coordinator: Erle Cocke, Jr., Delta Air Lines, Inc. 
Airlines: Capital, Delta, Eastern, National, Southern. 
Idaho: 
Coordinator: Hainer Hinshaw, United Air Lines, Inc. 
Airlines: United, Western. 
Illinois : 
Coordinator: Hainer Hinshaw, United Air Lines, Ince. 
Airlines: American, Brainiff, Capital, Continental, Delta, Eastern, Lake 
Central, Northwest, Trans World, United, 
Indiana : 
Coordinator: J. Woodrow Thomas, Trans World Airlines, Inc. 
Airlines: American, Delta, Eastern, Lake Central, North Central, Ozark, 
Trans World, United. 
Iowa: 
Coordinator: Hainer Hinshaw, United Air Lines, Inc. 
Airlines: Brainiff, United. 
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PuBLIc AFFAIRS COORDINATORS AND AIRLINE MEMBERS SERVING STaTES—Continued 


Kansas: 
Coordinator: John A. Smith, Continental Air Lines, Inc. 
Airlines: Continental, Trans World. 

Kentucky : 

Coordinator: W. T. Raymond, Hastern Air Lines, Inc. 

Airlines: Allegheny, American, Braniff, Delta, Eastern, Lake Central, Ozark, 
Piedmont, Trans World. 

Louisiana : 

Coordinator: John L. Morris; National Airlines, Inc. 

Airlines: Braniff, Capital, Delta, Eastern, National, Pan American, South- 
ern, Trans-Texas. 

Maine: 
Coordinator: Hamilton Heard, Northeast Airlines, Ine. 
Airlines: Northeast. 

Maryland: 

Coordinator : Jennings Randolph, Capital Airlines, Inc. 

Airlines; Allegheny, American, Colonial, Capital, Delta, Dastern, Trans 
World, United 

Massachusetts : 

Coordinator : Richard E. Fisher, American Airlines, Inc. 

Airlines: American, Eastern, Northeast, Pan American, Trans World, United 
Michigan : 

Coordinator : Jennings Randolph, Capital Airlines, Inc. , 

Airlines: American, Capital, Delta, Eastern, Lake Central, Northwest, Trans 
World, United 

Minnesota: 
Coordinator : A. E. Floan, Northwest Airlines, Inc. 
Airlines: Braniff, Capital, Northwest, Western 
Mississippi: 
Coordinator : Erle Cocke, Jr., Delta Air Lines, Inc. 
Airlines : Delta, National, Southern 
Missouri: 

Coordinator : J. Woodrow Thomas, Trans World Airlines, Inc. 

Airlines; American, Braniff, Continental, Delta, Eastern, Trans World, 
United 

Montana: 
Coordinator : H. L. Cummings, Northwest Airlines, Inc. 
Airlines : Frontier, Northwest, Western 
Nebraska: 
Coordinator : Hainer Hinshaw, United Air Lines, Inc. 
Airlines : Braniff, United, Western 
Nevada: 
Coordinator : Hainer Hinshaw, United Air, Lines, Inc. 
Airlines : Bonanza, Trans World, United, Western 
New Hampshire: 
Coordinator: Hamilton Heard, Northeast Airlines, Inc. 
Airline : Northeast 
New Jersey : 

Coordinator : W. T. Raymond, Eastern Air Lines, Inc. 

Airlines: Allegheny, American, Braniff, Capital, Colonial, Delta, Eastern, 
Mohawk, National, Northwest, Northeast, Pan American, Trans World, 
United 

New Mexico: ; 
Coordinator : J. Woodrow Thomas, Trans World Airlines, Inc. 
Airlines : Continental, Frontier, Trans World 

New York: 

Coordinator : Richard E. Fisher, American Airlines, Inc. ; 

Airlines: Allegheny, American, Braniff, Capital, Colonial, Delta, Eastern, 
Mohawk, National, Northeast, Northwest, Pan American, Trans World, 
United 

North Carolina : 

Coordinator : Jennings Randolph, Capital Airlines, Inc. 

Airlines : Capital, Delta, Eastern, National, Piedmont, Southern 
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Pus.iio AFFArRS CooRDINATORS AND AIRLINE MeMpBeRS SERVING StatTes—Continued 


North Dakota : 
Coordinator: A. E. Floan, Northwest Airlines, Inc. 
Airlines : Braniff, Northwest 
Ohio: 
Coordinator : J. Woodrow Thomas, Trans Werld Airlines, Inc. 
Airlines: Allegheny, American, Capital, Delta, Eastern, Lake Central, North- 
west, Piedmont, Trans World, United 
Oklahoma: 
Coordinator : Richard E. Fisher, American Airlines, Inc. 
Airlines : American Braniff, Continental, Piedmont, Trans World 
Oregon : 
Goordinator : Hainer Hinshaw, United Air Lines, Inc. 
Airlines : Northwest, Pan American, Southwest, United, Western 
Pennsylvania : 
Coordinator: J. Woodrow Thomas, Trans World Airlines, Inc. 
Airlines: Allegheny, American, Colonial, Capital, Delta, Eastern, National, 
Northwest, United, Trans World [ et 
Rhode Island: 
Coordinator: W. T. Raymond, Eastern Air Lines, Inc. 
Airlines: American, Eastern, Northeast, United 
South Carolina: 
Coordinator : Erle Cocke, Jr., Delta Air Lines, Ine. 
Airlines: Delta, Eastern, National, Piedmont, Southern 
South Dakota: 
Coordinator: G. G. Broeder, Western Air Lines, Inc. 
Airlines: Braniff, Northwest, Western 
Tennessee : 
@oordinator: Richard HE. Fisher, American Airlines, Ine. 
Airlines: American, Braniff, Capital, Delta, Eastern, Piedmont, Southern 
Texas: 
Coordinator: R. H. Burck, Braniff International Airways 
Airlines: American, Braniff, Continental, Delta, Eastern, Frontier, Pan 
American, Trans World 
Utah: 
Coordinator: T. M. Murphy, Western Air Lines, Inc. 
Airlines: Frontier, United, Western 
Vermont: 
Coordinator: Hamilton Heard, Northeast Airlines, Inc. 
Airlines: Colonial, Northeast 
Virginia : 
Coordinator: Jennings Randolph, Capital Airlines, Inc. 
Airlines: American, Capital, Eastern, National, Northwest, Piedmont, Trans 
World, United 
Washington: 
Coordinator: Hainer Hinshaw, United Air Lines, Inc. 
Airlines: Northwest, Pan American, Southwest, United, Western 
West Virginia: 
Coordinator: Jennings Randolph, Capital Airlines, Inc. 
Airlines: Allegheny, American, Capital, Eastern, Piedmont, Trans World 
Wisconsin: 
Coordinator: A. E. Floan, Northwest Airlines, Inc. 
Airlines: American, Braniff, Capital, North Central, Northwest, United 
Wyoming : 
Coordinator: G. G. Brooder, Western Air Lines, Inc. 
Airlines: Frontier, United, Western 


Mr. Ropino. Mr. Gewirtz, you indicated some time ago that you 
have something else to clarify and you wanted to take about a half 
hour to discuss it. 

Mr. Gewtrtz. I do not know how long it would be. It is in response 
to a question that Congressman Rogers raised regarding the alleged 
denial of 164 new applications, presumably applications by new car- 
riers, 
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I wonder whether, subject to your thoughts on the matter, Mr. 
Chairman, it might not be a good idea to hold any further discussion 
of that until Congressman Rogers is here. 

Mr. Roprno. I think it would be well. 

Mr. Gewirtz. Then I can proceed ¢ 

Mr. Roptno. You proceed, then. 

Mr. Gewrrtz. I will proceed with one or another of these charts that 
we have. 

Mr. Roprino. You proceed. 

Mr. Gewirtz. I think we had gotten to the middle of this 1955 chart 
in terms of explaining what it was and what it did, and the fact that 
the lines on the chart are not just single lines but in many instances 
represent duplicate and quadruplicate competition. 

I would also point out that in the instance of the larger carriers, 
the long-haul carriers—call them trunkline carriers—as of 1955, that 
each of them without exception provides service not only to the larger 
metropolitan areas in the United States where there is heavy and 
dense traffic, like New York and Chicago and San Francisco and Los 
Angeles and Dallas and Atlanta and Boston, but in addition, each of 
the so-called 12 trunkline carriers provide service to smaller cities on 
its route. 

Mr. Maerz. Mr. Chairman, may I ask Mr. Gewirtz a question at 
this point for clarification ? 

Have you made any study of the proportion of service that is 
rendered to small towns? 

Mr. Gewrrtz. In what terms, Mr. Maletz? 

Mr. Materz. By trunkline carriers. 

; 7 Gewirtz. Revenue passenger miles, available ton-miles, serv- 
ices 

Mr. Materz. Any basis. Have you made any such study ? 

Mr. Gewirtz. We could make a study—— 

Mr. Materz. No. I am just wondering if you have. 

Mr. Gewirtz. Have we made a study? The only study that I am 
about ready to advert to is the study that was made with respect to 
the enplaning of passengers at the so-called marginal and loss points 
that are served by some 6 or 7 of the larger trunkline carriers. 

But beyond that, if you would wish it, we would certainly make a 
survey or a study based upon schedules or revenue passenger miles. 

Mr. Matetz. No, no. I was just wondering whether you had:such 
a study. 

Let me ask you a question along the same lines. Is it not true that 
the Board in recent years has turned a substantial number of small 
trunkline points over to feeder carriers? 

Mr. Gewrrtz. I would apologize for the reference that I would make 
to the marginal and loss points served by the six carriers I am going 
to mention since it is about a year and a half old. But I do not believe 
there have been substantial suspensions of service by the larger trunk- 
lines at those points within the last year and a half or two. 

Mr. Matrrz. That leads to this question. Is it not correct that the 
proportion of service to small towns by trunk carriers is decreasing! 

Mr. Grewirtz. Yes, I would say that the amount of service to the 
cities themselves is decreasing in terms of the number of smaller cities 
served by the trunk carriers. But the service to the small cities that 
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are still being carried on by the trunk carriers still constitutes a sub- 
stantial amount of service and adequate service within the meaning of 
the act. 

Mr. Matetz. Now, I wonder if this next statement is or is not cor- 
rect, that those stations with under 775 passengers per month generate 
only eight-tenths of 1 percent of the traffic of domestic trunklines. 

Mr. Gewrrtz. That may be correct. I could not answer it out of 
hand. If given the opportunity, we would certainly like to check it. 

Mr. Materz. I am wondering whether you could check on the aceu- 
racy of that statement. 

es Gewrirtz. And provide an answer for the record. We certainly 
will. 

Mr. Materz. I wonder if you could check the accuracy of this 
statement, that stations with over 5,000 passengers per month gen- 
erate 86.7 percent of the passengers of domestic trunklines. 

Mr. Gewtirtz. We would check that too. 

(The Air Transport Association furnished the following :) 


Table showing distribution of enplaned passengers by volume of traffic at large 
and small stations—Domestic trunk airlines in calendar year 1955: 


Distribution of enplaned passengers by volume of traffic at stations—Domestic 
trunk airlines, calendar year 1955 


Number of | Number of | Number of 
passengers passengers passengeis 
enplaned at | enplaned at | enplaned at Total 
Trunkline group stations with | stations with | stations with} number of 
775 or less 776 to 4,999 5,000 or More} passengers 
passengers passengers | passengers 
| permonth | per month | per month 


2, 565, 672 20, 179, 389 
11.2 87.5 | 
2,603,997 | 6, 811, 521 
26.5 | 69. 4 
625, 861 | 742, 210 
39. 2 | 46.4 


5, 795,530 | 27,733,120 
16.8 80.5 


' American, Eastern, TWA, and United. 
? Braniff, Capital, Delta, National, Northwest, and Western. 
§ Colonial, Continental, and Northeast. 

I would point out at this point that the issue is not so much how 
much service is generated at what are called these marginal or loss 
points in smaller cities. It is the fact that they still are on a long- 
haul route and are still given the convenience of that long-haul 
service. They still constitute a drain to a carrier who has to serve 
70 cities on a route instead of the 13 or 15 or 16 principal traffic- 
producing cities. And in that connection, I would point to some 
testimony submitted by the CAB which I would submit for the record, 
in the hearings on S. 2647 and in the course of that, the Board set out 
the marginal or loss points for 6 domestic carriers, the 6 in question 
being at that time the carriers against whom the principal large 
Irregulars providede competition. They were American, Eastern, 
United, Delta, National, and TWA. The Board's definition is that 
loss service is service to a station where the average is less than 50 
enplaned passengers per day. This is the Board’s definition and 
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not our own. And based on that, you would find in the instance of 
the six carriers I have mentioned—and I submit that there probably 
are a few but not a considerable number of suspensions at those points 
since then—that at least half of all the points served by these larger 
of the trunklines constitute marginal or loss points. 

(The Air Transport Association subsequently furnished the 
following :) 


MARGINAL oR Loss Pornts FoR Stix Domestic AIR CARRIERS 
{Appendix X of the letter from the Civil ferent Board dated July 1, 1954, infra, 
p- 


The problem of accurately determining the degree of profitability or unprofit- 
ability associated with service to particular communities is very complex, 
requiring for its solution a careful evaluation of the effect which a termination 
of the services would have on the revenues and expenses of the carriers provid- 
ing the services. The problem is further complicated, where services to a 
number of communities are involved, by the fact that in any particular instance, 
the results can and will be affected substantially by assumptions made with 
respect to services to other communities. This is to say, by way of illustra- 
tion, that the degree of profitability and unprofitability of services te community 
A ay depend in large measure.on whether it is assumed that services to com- 
munity B have been already terminated or are being continued. 

In view of these complexities, it is obvious that a comprehensive study could 
not be made for each of the more than 330 community services provided by the 
6 carriers without a very considerable outlay of staff time and a large volume 
of detailed data to supplement information obtained through regular reporting 
channels. In addition, the results would have to reflect a vast number of 
alternative assumptions. 

While an accurate and detailed study of the type indicated would be an un- 
dertaking beyond the capabilities of the Board’s staff to attempt within any 
reasonably short period of time, it is believed that marginal and unprofitable 
services may be generally distinguished on the basis of the volume of daily 
passenger traffic. An analysis of the experience of domestic trunkline carriers 
during the year 1953 indicates that systems consisting of stations averaging 
less than 508enplaned passengers per day required mail-pay subsidy support 
without exception. On the other hand, only Braniff among the carriers en- 
planing 57 or more passengers daily per station reported financial results show- 
ing an operating loss before subsidy. Braniff enplaned an average of 61 pas- 
sengers per day per station. In the light of the analysis it is felt that, under 
average circumstances, a daily enplaned traffic level of less than 50 passengers 
provides a reasonable indication of marginal or loss of community services. A 
listing of community services which failed to produce 50 daily enplaned pas- 
sengers is shown following: 


Stations enplaning less than 50 passengers per day, calendar year 1958 


Average passengers 


American: enplaned per day 
Bevel Qi in op ckiinicctsdineditiidin dian tipbdentttiaxetsbdmaltuemies 45. 0 
I a 43. 4 
UROL NN cr nn ee eee 26, 4 
memebers, © oem a Ee or rn ee Be ek ee et aeons 23. 4 
Scranten-Wilkve Berne, Fi iii cs ol ee 23. 0 
DONA, > ED 8 isc sie bsd-4 bcc deanna hibdeedi Dine vind aks acaba ae 20.3 
Te a cece 19.2 
IS © MEN I eheebaiakiaeal 19.1 
ererdinie ORR IS 5218 8. oh co ee ee eee 18. 4 
iene TO 66 to 7. Be ah ee 14.8 
Texarkana, Ark. (suspended June 28, 1953)_-...-..--.--_---------- 14.5 
FR TUN En ai hth dS ease bcereegntinnhn amended 12. 6 
TTR Teen ee od ne. ae 11.9 
Erie, Pa. (suspended June 9, 1953) -.-.--.-----_.--_------_--..~--- 11.4 
Si: GE, Fi daca daeeentcinhaipbaebutide did idiliiiihia atid 11.3 
BI I TIT osicnca sinceinsasses aie ib ataieeieinen diene tarsiiimtaietieienaalls 6.3 
PED DE Fhe Baecctmcisinieuniccenaseoenssencunehnaneeneaie 6.0 
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Stations enplaning less than 50 passengers per day, calendar year 1953—Con. 


Average passengers 

American—Continued enplaned per day 
Bridgeport, Conn .8 
Douglas, Ariz 
New Haven, Conn 
Jackson, Mich 
Niagara Falls, N. Y 
Wilmington, Del 

Delta-C. & S.: 
Charleston, S. C 
Chattanooga, Tenn 
Alexandria, La 
I Bi Ocenia titiiciemictainiviindlnisccaaaaniatiak dtioes, Sse 
EE ER iniensi nt see ctindttinnnaiontontineimidtd deli 28. 
Monroe, 
Paducah, Ky 
Fort Wayne, Ind 
Montgomery, Ala 
Lexington, Ky 
Springfield, Mo 
Asheville, N. 


~ 


ee | 


er tee Wei at cutee 


— 
1 


Longview, Tex 
Tyler, Tex 
Brunswick, Ga 
Terre Haute, Ind 
OGRE IO aircincnseiertnneninmmmnmnemnaninitiniaintiostiiniincinbatts = ghieag ie 
El Dorado, Ark. (suspended June 28, 1953) 
Spartanburg, 8. C 
Greenwood, Miss 
Selma, Ala 
Hattiesburg, Miss 
Pine Bluff, Ark. (suspended June 28, 1953) 
Eastern : 
Pensacola, 
Columbia, 5. C 
Beaumont, Tex 
Corpus Christi, Tex 
Baton Rouge, La 
Atlantie City, N. J 
Daytona Beach, Fla 
Roanoke, Va 
Winston-Salem, N. 
Augusta, Ga 
Lexington, Ky 36. 
Charleston, 8S. C 35. 
a Oy = Tircrntrcstnnnsccrasininitsinibasctateinicnnntiisiiitninaatnciaitimmnninidbeds neh AGUA 35. 
TIGSGE BOwennscanensscsnccinnsasusanccbheulile OUULEL iia f 33 
Deane Die Biwi O; -DRictceenicctntintnimnnniit IGE BasL 3 33. 
Akron, Ohio 28. 
ae Pea ta ccitenenigcerivesneineiest Addn ace DES SOS RU) ese SE, 


or 


AAMWAIA HAS Pi 1S OS 1 Ot 


Wilmington, Del 
BPOWROTIIIS, -TORicsiinincinsn Uh Raia) Li lll Oh 
Savannah, Ga 19. 
Huntington, W. Va.-Ashland, Ky. (service inaugurated Apr. 1, 1953)___ 18. 
Florence Sheffield- nae Ala 17. 
CNR, TEP tmcictiniitindimesweciniiemencseiiile Aa 15. 
Spartanburg, 8. C 
St. Petersburg, Fla 


r 
pik bbe 24 Gb o5-Tiiniia bb osm -8200 i bentie D> 
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Stations enplaning less than 50 passengers per day, calendar year 1953—Con. 


Average passengers 


HNastern—Continued enplaned per day 


Vere Baath, We... ...ccunovinitncicbscciiwsinemennantseementiitihaaaiebiae 11.4 
TE DDI... <scetrinitssseenncsiccmmummnisiineaaidminainagasnwinitiataismniaea al 10.4 
SRF WB ive. anessne-enescncmentennattianinguaiigiidiniatiaimastainaiiie tla 10.4 
Charen, Pia eicicciceseeseneneestcstsccmheslenineiciasiitclstieincerbicaiialatinsinic aaa ie nla eters ile 10.3 
RGIS, Fh C..... cncncisnsmsnintncnenasenenumeneniintetalisaniistnsitniasdiadetinnt ganda tas Gaal toa 
er RE i a er a 6.9 
Melbourne, Fla. (service inaugurated Jan. 31, 1953) ~---------_------ 6.6 
Bowling Greet. Th VQ. cccnicndcitininnieigisnensmnnammbndubissatiiits 6.5 
Ce FIR cee wctirccciidneiticinittittidnwimausdedll,, aie iads 5.9 
BrnOgGick,, O46... .ccncntsnnents esnips 
Newt: even: COUR ccininnincimntnissemnioummnnmnana tam epithe 
WOON: GAD iniiccinsicntbibinitieiinantitieinaiadanih smapmmaimentiin bea 
RGN. (ORs a icinidbcticmeiinedsmaemb bin adanmiatimealndiaiien 
National: 
Cvintie: TAD... iiicnnstisalasditsismamsitiiiiniemitimmmtmaima te adretendasm 
West. Palen Beech: D0 iisicentonikemiioninimmnnnnnannnntihwtiiamiatl 
Pees, IR. its nisccisnccnisiiinaseaininetitbinittbitiniandimnivabegenmaiini a sean 
Tey. Weet, T0s.. cabcimnmemmmmtimatiiinancenncapredttlenistieiil 
Meer, Shown: N18)... .ncustiinndainieaaiednieimeberntneinanienimmeaaanaad ial 
MODI ey : BOD... cacrsoczistttinascnitiinninnabimbibinnninannaimipsmnmniidanaim satis citi 
Conn eben csicscitn trenmhasinideinnmamnnaniabn gee 
Rarenets. FiO nsindcsiniictinimanaenitiamanpoanndtannwnneemes 
Pe eROGNG8. A Kicicketematininntittiimemnnnimninnmiinaluiihahealie 
Daytona BARR, Ditindmcwsinssinimnminnunncnnmumnahtianniadhntsge 
Wilmineten.: Deh. cccscunwcacunmnguinecinctensmanenqnentthiiiennelih 
Panaein. C060. Boe tiicccccusennitconnnncnnnannaphiidandtidnsiioal 
et: iin vce ntinnarditindibmennetdineenimmeed-=aeimai 
Rt: Pes: Didincickninivinhgndintinnvimiinmnedndinadin eka 
i A BO i ihiccstnlscsscinskeiisisteleieeestenenccctpitihta iit eilinintadimiitiinaten siti 
A = Wi is issthksnnci teers indiniicnebiitia mma abeieieten dene 
Cal ieet, 2 Msg niaiisnntitignomnirionmnnniinamimnganmen tahitian 
Valdouta,. .GO@cccscmsiiccncorct dh inte .-pehusissiaditteanecnde 
entity I csccnisi aicsstrinienieorsiilbacciortignticaivaananinicameniniitaina tied eileen st eee 
ee TR oi iieisctcentnrrineinirntrtnaitemainmrntrndanapiiilinliinnkaipiiabeltataail 
TERA: . Titi cicibecncntiminnviibnpnrtmedeiemmammetiucdisipihadl 
TWA: 
Las. VeGan, NV ncnicnsennvehistbh nm tikciptbticin jtibsihthiiniicn aphids okie; che tisttilien 4 
CE OE tik ini ntti nnn nieaaineae ee 46 
DDRII Tis icichrcsiteciipadibinteinntamiiaanaticidiaesdtlindinmateinaiaainelt iia ls albialcste 44 
Scranton- Wilkes-Barre... PR .ccccccsmecnnecanpacsneadnciednitigiilo® = 
23 
23 


go oT 


fh ek ak fat ek ett et et Bt DO ND CO CD 
CORADMODOOCKHUMNAWORAABDNNN A ARCO 


POPP RIASHHPRABASOHASH 





Pm 


PNCHOORA 


PRs BAA iin ciencidntiteetenendnniieilnnditinintaiinittencinindtieaininatmea a tei case 
ORI: TO ii. cstissiinsinsrnccateninmcnmnininaiadiahiiarsinnicniniattittigl nap abead es ce 
WE TO, BI ccsscnncnsssissitniiitnitaaitalasiati i aiaitastiaiap cists ama eee 
DOIG  iiiirtncicnnsinnntelinipttinbimmipmnainnmniinnndanp amt staple sh, tet 
PRR OMIOU, Th... Bccitintniinctintintieiaionninnibiadianilenaaed 

Allentown-Bethiohew, PO. cicccncccnmnncncmessennnnaliduataimeis 
Te NE. TT a. WA ciniecininsiinenactintricestniecenianeiecaitaniiandpenaciaianie ita ccancanaia lis Miia 
BACT. Tt: SOR sod cic cetacean aeiinbiass.. 
SGA, STING, 1 s5scicccatesauicichininies tiecidaenliadaniatienimenicanarmnanidncaaialip tice tetienteaa te, 
NO SN. 5 ccninsicssnlhicalaianleieeineaitamaanaimnim titel, 
Pe i a caeetinannemenemntnlitiden etinlndisid-shdhivel 
Quiver. TIL ATRROn, MO a ccomnncininc anne adamnnwnmeneti Gish 
"Dorms: Bimathe Fn aii ccsnciecscncesterrinmarernnbdnaphitintl- ait lintpiatsibicbiied 
Mansfield, Ohio (suspended Apr. 28, 1953) _..----------__------__---- dD. 
Lancaster, Pa. (suspended June 9, 1953) _...-....-..--_-. 2 4. 
rae Thi Te aa escent ecstntdineninneerccernesemnneacccle duaabaitaatiee 3. 
Zanesville, Ohio (suspended Apr. 28, 1953) _.---....------_. ue 3. 
Marion, Ohio (suspended Apr. 28, 1953) -..--....--.--..-_ Lu 2. 
Wilmington, Del. (suspended June 9, 1953)... 1.$ 
Winslow, Ariz. (suspended Apr. 28, 19538) ..............wiit- sbesussee Lb. 
Worcester, Mass. (suspended Aug, 1, 1953) ..........----___.__ 

United : 

SE i isiiisiicitittinictccicoicitintcniitiasinn mmm nse) 47. 
Taney CIT isin nisstnsiientnts itt Stectnnaitaescistanstarenene ia smeemaal saaaeaesis 46. 


bk eek 
tanarcSPanky 
mW bdo DO we 


So ee 


wooauv 


= 
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oo 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1635 


‘Stations enplaning less than 50 passengers per day, calendar year 1953—Con. 


: Average passengers 
Wnited—Continued enplaned per day 
a, ah a ite denh-enncrenenttenentin iinet 
Medford, Oreg 
Las Vegas, Nev 
Bakersfield, Calif 
Cedar Rapids, Iowa 
Milwaukee, Wis 
Eugene, Oreg 
nn weehgrenattaieachawstie nape eenaeeten 
Fort Wayne, Ind 
Stoekton, Calif 
Baltimore, Md 
Allentown-Bethlehem, Pa 
Lincoln, Nebr 
Providence, R. I 
Walla Walla, Wash 
Salinas, Calif 
Twin Falls, Idaho 
Cheyenne, Wyo 
Klamath Falls, Oreg 
Salem, Oreg 
Bradford, Pa 
Grand Junction, Colo 
Visalia, Calif 
Merced, Calif 
Modesto, Calif 
Grand Island, Nebr 
‘. Elko, Nev 
‘Iowa City, Iowa 
Scottsbluff, Nebr. (service inaugurated Nov. 1, 1953) 
North Platte, Nebr 
Bellingham, Wash 


SRSSRRZ 
AST ONWUAIS-+ 


bt et et et DD 
> > @ Oo SOS 


Length of average passenger trip for the North American group as compared 
to the 13 domestic trunklines, calendar year 1953 


{Appendix C of the letter from the Civil Aeronautics Board dated June 9, 1954, 
infra, p. 1163] 
North American: 


.., Hemisphere 
‘Trans American 
Trans National 

‘> ‘Twentieth Century 

Unit Export 


Total, North American 


Domestic trunklines : 
American 


Capital 
Colonial 
' Continental 


National 
Northeast 
Northwest 
Western 
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Mr. Gewrrtz. As an example; take National Air Lines. And I am 
sure that not only can they speak for themselves, but they have every 
initérition 6f So doing, but you would find on the National route, in 
addition to the alleged bonanza, the New York-Miami operation, some 
extraordinary points that are enormously dense in traffic, ike Mariana, 
Ga., Lakeland, Fla., Valdosta, Ga., Gulfport, Miss. I think that gives 
you some idea when you move into the area of even the Easterns and 
the Americans and the TWA’s and the Uniteds, the Big Four of the 
kind of ities to which they have to provide service. They do provide 
that service and they provide adequate service but nevertheless in 
terms of the competitive picture, it is part of the jigsaw puzzle that 
makes up the intense competition that characterizes the 1955 route 
map, again in terms of the quantity of service as distinguished from 
the element of quality that I would propose to go into shortly. 

Mr. Maerz. Would you say that certification of a new carrier, 
limited to high-density eities would imperil service at smaller towns 
b a such as Capital or Delta? And I think you have mentioned 

ational. 

Mr. Gewirtz. We would take the position that the heavy drain of 
traffic between the high-density points on a given route if you Were 
to put in a carrier solely on those points for competitive purposes, 
might well result in 1 of 2 things: Either inadequate service to the 
so-called loss and/or marginal points; and more possibly a real taper 
in your tariff strueture. 

Mr. Materz. Is it not true that Capital and Delta, for exaniple, 
have been growing at the rate of around 15 percent a year? 

Mr. Gewirtz. Capital and Delta very probably have. I assume, 
again, we would like the figures but based upon what you say—— 

Mr. Materz. With reference to Capital and Delta, for example, 
would you not say that this 15 percent growth per year might well_—— 

Mr. Gewirtz. Is that a 15 percent net or a 15 percent gross? 

Mr. Materz. Net. 

Mr. Gewrrrz. Net profit? 

Mr. Materz. Yes; 15-percent increase 15-percent growth in terms 
of gross revenues. 

{r. Grwirtz. That is entirely possible. 

Mr. Maerz. Yes. Is it possible that because of this growth, or 
put it this way, is it possible that this growth of 15 percent a year 
would offset any diversion occasioned by the certification of ofie or 
more new trunkline carriers? 

Mr. Gewrrtz. I would make a great distinetion between growth 
and gross, as I propose to, and in commensurate growth and net. 

Mr. Matetz. We are talking about growth. 

Mr. Gewirtz. G-r-o-s-s or g-r-o-w-t-h? 

Mr. Maerz. G-r-o-w-t-h. 

Mr. Gewirrz. Well, Mr. Maletz, growth in gross as distinguished 
from growth in growth or growth in net are entirely different ques- 
tions. Just because you get bigger does not suggest that you can 
support the element of competition that your hypothetical question 
suggests. If your question is, Capital and Delta have increased over 
the last few years 15 percent in net, then you have an entirely different 
question. 
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Mr. Maerz. All right. Let us assume that they have imereased 15 
percent in net each year. 

Mr. Gewmrz. They have not. At least, I would be very mach str- 
prised if they have. 

(The following was submitted by the Air Transport Association :) 


able showing rate of growth of Capital Airlines and Delta Air Lines, 1946-55: 


Growth in gross reventtes of Capital Airlines and Delta Air Lines and 
predecessor companies 





| Capital ) Inereaseover| Delta Increase over 


Thousands 
$17, 867 
19, 226 | 


ope SSahn 
DA Wm OO mh OS 


Souree: CAB recurrent.reports. 


Mr. Mauerz. May I put this hypothetical question to you again? 

Assume that these two airlines or any other airlines grow 15 percent 
a you on a net basis; would you my that that kind ot growth should 
ofiset any diversion occasioned by the certification of a new trunkline 
carrier ¢ 

Mr. Grerwitz. Well, one, I would say that if it is 1 year, the answer 
ig“No.” It might be important if it were 2 years or 3 years or 4 years 
or 5'years. It is a terribly hypothetical question, Herb. I wouldn’t 
even want to begin te alswer it, because just to anticipate some of the 
figures that we are going to pull out later on as an example of the ter- 
ribly misleading statistics that are sometimes offered, as evidence of 
the wealth, the great wealth of this industry, is the fact that our 
increase in gross operating revenues percentagewise from 1951 to 1955, 
the two in comparison was about 89 pereent. Now, our growth in net 
operating income against the 88-percent increase in gross—our growth 
in net operating income was 16.5 pereent and our growth in net was 
only 45 percent, so that to pull out these segments, yes, Delta and Capi- 
tal have been increased. They have gotten many more lines on the 
chart. But whether those lines on a map will reflect themselves in 
dollars to the company, in earnings to the eompany, in dividends to 
the stockholders, in the kind of margin of financial safety that is 
required to keep an industry, as I indicated at the outset, that has 
been putting 83 percent of all of its accumulated funds into reequip- 
ment; is a tremendously difficult question. 

Mr: Roprno. No. We are satisfied that that is rather a difficult ques- 
tionteanswer. You goahead and probably you can continue withgut 
interruption for some time. 

Mr. McCuttocu. I would like to interrupt just for one moment, if 
Imay, Mr. Chairman. 

Mr. Roptno. Yes. 

Mr. McCutiocn. I would like to ask the witness what happens to 
those people who want service from these so-called small cities where 


77632—57— pt. 1, vol. 315 
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the trunkline carriers have suspended service by reason of their belief 
that that service is not profitable ? 

Mr. Gewirrz. If you would force the long-haul carriers into a situa- 
tion where they must compete on equal grounds with a supplemental 
carrier, who need only provide service among the principal cities in 
the country, the people who live in the smaller cities can only hope 
to get on their focalleetvies airline and go to the nearest junction 
point at which to pick up a connecting heduhel 

Mr. McCutiocu. Is your answer, then, briefly stated, that where a 
trunkline company has suspended service, the only service the people 
living in that area are going to get is from feeder lines or from other 
transportation ? 

Mr. Gewrrtz. Correct, sir, and feeder lines or local-service airlines, 
which, in turn, looking 10 or 20 years hence, have the same gro 
bapectansties and the same growth potential. 

he other possibility, Mr. McCulloch, is this, that, granted that you 
have a fellow who lives in a smaller city on a trunkline route and 
granted the trunkline has to divert equipment and in a sense divert 
revenues to a supplemental carrier operation serving only high-density 
points, in order to make up for the loss of revenue, it may well be 
that the fare structure from the smaller city to the larger city or the 
fare level, will increase rather than maintain itself at the same basic 
level as it is today, where there is a generally uniform picture in the 
tariff field. 

Mr. McCuutocu. These suspensions are only had after application 
and hearing by the CAB? 

Mr. Gewirrz. Correct, sir; and during the course of which any 
town to which service suspension is requested has an eppoeteniy to 
come in before the Board and argue its case as do the citizens of the 
town and any other carrier. 

Mr. McCuttocu. Are schedules approved by the CAB before they 
are put into effect by an airline? 

r. Gewtrtz. No, sir; schedules are not. 

Mr. McCuttocn. They are not. So, therefore, a certificated carrier 
may change schedules and change the number of flights between cer- 
tain points without threat of hindrance or without review in most 
cases by the CAB? 

Mr. Gewrrtz. Subject only to the fact that under the provisions 
of the act, every carrier must provide adequate service and that any 
time, any citizen may come into the Board and complain that adequate 
service is not being provided, at which time the Board can institute 
a regular proceeding for the ee of determining whether adequate 
service is or is not being provided. 

Mr. McCuttocn. Thank you. 

Mr. Treron. And the Post Office Department. 

Mr. Gewrrtz. And Mr. Tipton points out that this is a right that 
the Post Office also has with respect to adequate service on behalf 
of the United States mails. So it, too, may object. 

Mr. Roprno. Proceed. 

Mr. Gewrrrz. Now, how did we get this way? 

Necessarily this composite picture of the United States air transport 
system is made up of individual entities and you will recall that in our 
‘chart No. 1, we showed that there had been an increase in the long-haul 
field from 4 carriers in 1938 to 12 earriers in 1955. 


c'— Ss 


sv 
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Well, let us examine those 1 at a time in the instance of some 6 of the 
original carriers whose original mileage was in almost every instance 
smaller than the original mileage of the present local service airlines. 
And'I believe the first of these shows on one chart the 1938 grand- 
father route of Western Air Lines and Continental Air Lines. 

Now, we have shown these on, in a sense, regional maps which in one 
instance go as far as Minneapolis and in the other as far as Chicago. 

Here is Western Air Lines. It flew the tremendous water route 
from San Francisco to Oakland., Then in addition, starting out in 
San Diego, one of the oldest air routes in the country, it flew from San 
Diego up to Los Angeles and then up to Great Falls via Salt Lake City, 
Utah. 

And here is Continental with even a smaller route back in 1938, as 
Mr. Rogers would well recall, coming as-he does from the headquarters 
of Continental in Denver. 

Denver, Colorado Springs, Pueblo, points in between, Santa Fe and 
ending up at El Paso. Now, over the years—— 

Mr. Maerz. Excuse me.. What.was the total mileage of Western 
Air Lines in 1938 ? 

Mr. Gewrrtz. Will you excuse me just a moment while I check that ? 
Western Air Lines in 1938 had a total route mileage of 1,349 miles. 

Mr. Materz. It was not exactly a short haul carrier in 1938, was it? 

Mr. Gewirtz. Not exactly a short-haul carrier, but as contrasted with 
Southern Airways, West Coast, Allegheny, Ozark, Piedmont, North 
Central, Trans-Texas, Frontier, and all but 3 of the 13 local-service 
airlines, indeed a very small airline and as contrasted with the 6,700 
miles on American’s route, a very small airline indeed. 

Certainly, regardless of how you look at it, the opportunity to fight 
in 1938 for the tremendous quantity of traffic that you find going from 
Los Angeles up to Great Falls through Salt Lake City, which, despite 
my great,affection for, it, was not, in 1938, a teeming metropolis—so I 
would like to stress the struggle in the early. years that these airlines 
had to keep going, which, of course, was taken care of in some respects 
by subsidy, and also by stockholder contributions and stockholder 
patience, which reflected almost nothing in the way of income. 

But here you have, as a result of some mergers, some consolidations, 
and some additional certifications, the picture of Western and Conti- 
nental, what I believe could truthfully be referred to in 1955 as true 
trunkline, long-haul operations: Western, a tremendously effective 
competitor up. and down the west coast against United. They did not 
have that route to begin with from Seattle down to San Diego; a much 
stronger route through Salt Lake, this terminating in Edmonton via 
Leftbridge in Canada; by reason of its acquisition of Inland, its 
merger or consolidation with Inland, a routing from Salt Lake to 
Minneapolis which is now aJso a.royte providing service out of Los 
ngeles into Minneapolis;.most recently the opportunity to compete 
between Denver and San Francisco with United, for the greater quan- 
tity of traffic that had developed there-during the years, most recently 
recognized by the Board in the Denver Service case. 


Again, in Continental, you have.a picture of tremendous increase : 
A situation fhat makes Continental a larger airline and in a. great 
many respects gives it some of the great financing difficulties as I am 
sure the president of that company will be happy to tell you when he 
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appears—it gives it the finaneial difficulties that come with size and 
near wealth. 

But what you have here now is an actual competitive operation on 
Continental’s part from Los Angeles to Chicago via Denver. They 
acquired Pioneer. Here again is ati outstanding example of «n airline 
that has big cities as well as little cities with the adequate service re- 
sponsibility to the smaller cities as well as to the larger cities; neat 
route oe and operations which, in both instances, has provided 
both Western and Continental with the opportunity to move into the 
area of self-sufficiency. 

This is another reason for the business of building up little fellows 
before you take new guys out of the blue and put them into business. 

Do you want a Western or a Continental to continue to live off 
public service revenues or subsidies, when you have the opportunity : 
1, to make them self-sufficient; and, 2, to provide a greater degree of 
service for the American traveling public in those areas? And I 
might point out that in the instance of both these carriers, if you were 
to analyze the flight reports of the larger irregulars, who would have 
you believe that they have done a tremendous public service, you would 
find that there are few cities indeed in these two-route patterns 
that have enjoyed the service of the larger irregulars in terms'of:any 
respectable pattern of traffic flow. 

will get to this business of the traffic flow of these larger irfegu- 
lars, or a typical one a little later on in the presentation. 

Well, there is the picture of Western and Continental. 

As another example of the growth of a couple of carriers who were 
small in size, indeed in 1938, we next have the 1938 route maps of 
Braniff and National Air Lines, Again, I am always somewhat apolo- 
getic in speaking on behalf of some of our carriers who are better 
able to speak for themselves. But in order to give the full industry 

icture, in terms of the growth of these little fellows, here we have the 
National Air Lines in 1938 with what I suppose apologetically could 
be called a route from Miami to pee Beach, however, via the west 
coast of Florida, and then a route that begins in Jacksonville and car- 
ried large quantities of people in 1938 from Jacksonville via Mobile 
to New Orleans. 

Braniff has this kind of cutved line from Chicago down to Browns- 
ville with these points in bétween. 

Braniff has merged with Mid-Continent, which I will shortly show 
you; National’s growth has been entirely the result of additional cer- 
tifications by the Board. And with this overlay, you get a picture of 
the Braniff route and the National route in 1955. Again the Board 
confronted in many instances with the problem of “Do you expand 
weak carriers who are drainitig heavily on ee do you attempt 
to make them self-sufficient and competitive?” There is a two-ed 
proposition there. One:is inithe.interest of the carrier; the more im- 
portant, of course, is in the interest of the public: Better service and 
in the interest of the public in terms of cutting down the subsidy 
accumulation. 

And here you have a Braniff that is a little bit of everything and 
certainly a large airline; Braniff starting all the way up here in 
North Dakota and then going down into Texas, most recently ex- 
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tended into New York, which, of course, is the Marilyn Monroe of 
air transportation going into Denver this way and that way and then 
going out of both Houston and Miami and Habana into Sonth 
America. 

Over here is National Air Lines with its principal route today— 
you know you have got to be awfully.careful when you talk about this 
stuff because you want to be sure you are not making a route case for 
any of your clients—over here is Nationa] Air Lines with its old 
route, its thoroughly minimal route down here expanded so that it 
now has a route from New York to Miami, a strong competitive route. 
But in addition to that, it has all these other little points in between, 
to which it provides service, not with DC-3’s but when you get up 
here, it provides that service with Convair equipment, modern equip- 
ment, just as Braniff over here is providing service to some of its 
intermediate cities with some of the most modern equipment to date. 

Just two additional charts in this instance, Delta and Capital, as 
another example, of how two small carriers have become larger and 
more self-sufficient. 

Werwould point out here, too, that.yen have received material from 
the Board and from others which shows, comparing 1938 to 1954, 
the distribution of total traffic in the United States. The percentages 
there, 1938 to 1954—and I believe we submitted some for the reeord 
last year—show that the Big Four’s participation in the total market 
has decreased. 

I believe there was 1 year in which it went up but by and large it has 
decreased since 1938. 

When you look at some of the new certifications in the interests of 
a National and a Delta and a Braniff and a Western and a Continental 
and a Capital, the possibilities for penetration and participation by 
these carriers and further cutting down the total percentage partici- 
pation of the Big Four is perfectly obvious. 

Here is Capital in 1938, a long-route, in terms of mileage; a thin 
route in terms of prosperity; and Delta over here, just a straight line 
cutting across the heart of Dixie, which I believe is the appropriate 
expression to describe that Delta route, a route incidentally which was 
started by its present President who brought it to where it is, and 
despite the fact that he started the hard way, a way in which a good 
many people don’t like to start these days, as a crop duster. 

Now, in 1’ 5, again, by reason, in the instance of Delta, of one 
merger, this one with Chicago and Southern, and in the instance of 
Capital by certifications alone, you have transformed certainly a local 
service airline here into a trunkline, a long-haul trunkline again with 
entry into New York, Detroit, Chicago, Kansas City, and aiso an inter- 
national route to some of the resort areas in the Caribbean; and over 
here is Capital Air Lines, again an airline that is perfectly equipped 
to speak for itself and tell you one of the most phenomenal merchan- 
dising competitive stories in the industry, when the story of its Vis- 
count operation is told; again a small, thin airline spreading again 
into New York, all the way out to Minneapolis, down to New Orleans, 
an airline which among other things, from Washington to Chicago, 
is making some of these so-called bigger fellows actually stand on 
their toes and do a job. 

Mr. McCutiocn. Now, Mr. Chairman, so that I might have an 
understanding of some phrases that have been used during all these 
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hearings, I would like to know whether either Capital or Delta or 
both, in 1938, was or were, as the case may be, known as trunklines. 

Mr. Gewirtz. Mr. McCulloch, there is nothing in the Civil Aero- 
nautics Act that describes a carrier that existed in 1938, and was 
found fit, willing, and able to get a certificate as anything except a 
grandfather carrier. 

Mr. McCuttocu. What were these lines known as, in the parlance 
that you have been using, that counsel has been using, that various 
witnesses have been using, when they used the phrase “trunkline” ? 
Were either or both of these lines known as trunklines? Now, that is 
an easy question. 

Mr. Gewirrz. I guess you could say they were known as 

Mr. McCutxocn. I would be very happy to have you answer it, 
either they were or they were not. 

Mr. Gewrrtz. I guess on the basis of the way they were described 
to the Board they were called trunklines. 

You will recall in our first chart, we described them as long-haul 
carriers. Maybe the way to describe them is to say that some of them 
were not airlines; they were just airplanes operating on thin routes in 
1038, and they are airlines today. 

The only reason I sound a little petty, probably, about these defini- 
tions, is that they have not really meant anything in terms of what we 
are describing mileagewise, routewise, and prosperitywise in 1938, as 
distinguished from, certainly, the pictures that you have seen here 
today of lines on a map that have not become substantially long-haul 
carriers, trunkline carriers, or what have you. 

Mr. Materz. Mr. Chairman, Mr. Gewirtz, in view of this health 
growth that you have indicated for a number of carriers, which growth 
I take it has been assisted by Government subsidies, just why shouldn’t 
the Board at this time considering the healthy state of these carriers, 
introduce additional competition by certificating new carriers ¢ 

Mr. Gewirrz. First of all, if the Board were to find in any particu- 
lar route case that additional competition was warranted, and the 
applicants for that additional competition fit, willing and able, and 
the evidence showed that the additions to these routes, many of which 
are only some 6 to 18 months old, had put these carriers in a position 
where they could meet that competition, my answer would be that 
there is no reason in the world why the Board should not on the same 
basis prescribe that competition and certificate it. 

However, if your question is, should the Board at this time, taking 
the Delta route or the National route, which is even a better one, cer- 
tificate an airline to fly from Boston to New York to Miami—period— 
with no intermediate responsibilities, I would say that no one of these 
carriers should be put in that position. 

Mr. Matetz. It is a fact, is it not, that since the Civil Aeronautics 
Board was established, it has never certificated a new carrier or 4 
nongrand father carrier for a trunkline route ? 

Mr. Gewrirrz. It has never certificated a grandfather carrier—— 

Mr. Materz. A nongrandfather carrier. 

Mr. Gewirtz. A nongrandfather carrier for a trunkline route of a 
particular length. There again we get back into a discussion that you 
and I had last June and something I think that Mr. McCulloch 
attempted to portray now, and that is that I find it very hard to deal 
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with definitions that have no relevance to the fact of what constitutes 
a route and what does not. 

Mr. Maerz. Without belaboring the point, the committee neces- 
sarily has to follow not only the parlance of the trade, but the defini- 
tions which have been used not only by CAB but definitions which you 
yourself and your organization have used. 

Mr. Gewrirtz. I would submit that the committee’s responsibility 
is not to pay any attention to definitions, but to pay attention to 
substantive facts. 

If the committee had never seen any of these maps, possibly you 
and possibly I could talk glibly of trunklines and make the assertion 
that there had been no certifications of nongrandfather carriers to 
trunklines. Now, I could just as easily take the position that every 
one of these six carriers in 1938 was not a trunkline carrier except 
by definition, as I did with Mr. McCulloch. 

Mr. Quierry. It may not have been a trunkline carrier, but it was 
a grandfather carrier. 

Mr. Gewirtz. Precisely. I think there is no question about that. 

Mr. Quictey. And that is the basic question that I think counsel is 
trying to get at. 

Mr. Gewirtz. If counsel wishes me to answer that question, I can 
say that no nongrandfather carrier has been given a trunkline route. 

However, there are now waiting on the side lines, or waiting behind 
the curtain, some 13 local service airlines who feel that if any trunk- 
line routes are handed out, they have a prior right to such routes. 

Mr. Maerz. Now, along those lines, is there, to your knowledge, 
an unwritten agreement between the feeder lines and the trunk car- 
riers whereby the feeders understand that they will never apply for 
trunkline routes and the trunklines understand that they will not apply 
for feeder routes? 

Mr. Grewrrtz. If there is such an agreement, it is certainly being 
breached in the extreme in at least 2 or 3 pending cases. 

I believe, Mr. Maletz, that you may be referring to some corre- 
spondence that took place at one time when the local service airlines 
were applying for membership in the ATA, and the suggestion in 
that correspondence is, “We are delighted to have them so long as 
they know their place.” 

Now, what that means, I don’t know. But in direct response to 
your question, there is no such agreement. 

Mr. Materz. Since you have referred to the correspondence—— 

Mr. Quieter. Was att ever such an agreement? 

Mr. Gewirtz. No; there was no such agreement, sir, never. 

Mr. Maerz. When was the first time that a feeder line applied 
for certification to become a trunk carrier ? 

Mr. Gewirtz. I dont know what you mean, Mr. Maletz. I really 
don’t. Iam not playing footsie here. I don’t know. 

Mr. Materz. I think you have just said that there were any number 
of feeder lines which are now waiting, which are now seeking to be 
certificated as trunkline carriers. 

Mr. Gewrrtz. There is an application now from Detroit to New 
York on the part of one feeder airline, from Syracuse to New York. 
Is that a trunkline? I don’t know. 

Mr. Maerz. But your testimony indicates that you know what my 
question is; does it not? 
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Mr. Grewirtz. I want to beg your forbearance on this, but believe 
me, I don’t know when a local service line becomes a trunkline by 
definition or by fact. 

Mr. Materz. All right. 

Mr. Gewirrz. I would be delighted if our vice president for public 
relations would reclassify these airlines so that it would be easier 
to answer the questions. 

Mr. Materz. Are you indicating, Mr. Gewirtz, that you do not 
know ae the difference is between a local service line and a trunkline 
carrier 

Mr. Gewirtz. I know what they do that.is different. But if making 
me ignorant is to say that I don’t know the difference in terms of some 
of the questions you are asking, I must plead ignorance. 

Mr. Maerz. Let me ask a different questioa—— 

Mr. Materz. Is it your testimony here that you do not know the 
difference between a local service line and a trunk carrier? 

Mr. Gewirtz. In what terms, please? 

Mr. Marrrz. I am asking that question. 

Mr. Gewirtz. I know * sha who are classified as local service; I 
know those who are classified as trunk. 

Mr. Maurrz. Very well. 

Mr. Gewirrz. I know generally what they do. One has a smaller 
route than the other. 

Mr. Maerz. So there is that difference? 

Mr. Gewirtz. Some go up and down the country ; some go aeross it; 
some are confined to regional areas. 

Mr. Materz. So there is that difference, is there not ? 

Mr. Gewirtz. There are all kinds of differences. 

Mr. Materz. There are all kinds of differences ? 

Mr. Gewtrrz. There are all kinds of similarities, too. They all fly 
airplanes. 

Mr. Matetz. Yes, they all fly airplanes. 

Now, I direct your attention to a letter dated August—— 

Mr. Scorr. That is a relief, 

Mr. Matrrz. I direct your attention to a letter dated August 5, 1946, 
signed “C. R.” on the letterhead of American Airlines System to 
Adm. Jerry Land, Air Transport Association, Washington, D. C.: 

Dear ApMiRAL: I have no basic objection to the feeder line operators belonging 
to Air Transport Association. I believe that the principal airlines should istay 
out of the true feeder business and I believe that the feeder line operators should 
stick to their business. If we can maintain that viewpoint I see no conflicts 
between us which cannot be sensibly settled. 

This will be somewhat experimental at first. For that reason why not start 
out with a feeder-line subdivision in ATA and permit the group to name one 
director. That might be more workable than weighted voting. 

Mr. Chairman, I offer this letter in evidence at this point. 

Mr. Roptno. That will be admitted. 

(The letter referred to is as follows :) 

AMERICAN AIRLINES SYSTEM, 
New York 17,N. Y., August 5, 1946. 
Adm. Jerry LANp, 


Air Transport Association, 
Washington, D. C. 
Dear ADMIRAL: I have no basic objection to the feeder line operators belonging 
to Air Transport Association. I believe that the principal airlines should stay 
out of the true feeder business and I believe that the feeder line operators 
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should stick to their business. If we can maintain that viewpoint I see no 
conflicts between us which cannot be sensibly settled. 

This: will be somewhat experimental at first. For that reason why not start 
out a with a feeder line subdivision in ATA and permit the group to name one 
director. That might be more workable than weighted voting. 

Sincerely yours, 


Mr: Marerz. Who is“C. R.”? 

Mr. Gewrrtz. That is Cyrus R. Smith, the president of American’ 
Airlinés, 

Mr.-Maerz. Now, he says here, “I believe that the feeder line oper- 
ators should stick to their business.” 

Mr. Gewirrz. That is his opinion. He is a man of very strong 
opinions. 

Mr. Matetz. Did feeder line operators in fact stick to their business? 

Mr. Gewirtz. They certainly did not, and American Airlines would 
be the first to tell you they did not, if this constitutes C. R.’s direc- 
tional intentions for some of the local service airlines that operate 
within his area. 

Mr. Maerz. In what respect did they not stick to their business? 

Mr. Gewirtz. I don’t know what he meant by sticking to their 
business. AJl I can say is, in answer to your question, there never 
has been an agreement, Mr. Maletz. 

Mr. Matretz. You just said that they did not stick to their business. 

Mr. Gewrrtz. I did not say they did not stick to their business in 
the context of your original question, and your original question, Mr. 
Maletz, was, was there any agreement, and my answer was “No,” 

Mr. Maerz. Now, then, I asked—let me repeat the question——— 

Mr. Quiciey. I am not so sure that was your answer. 

Mr. Gewirtz. That there was no agreement ? 

Mr. Quietey. Yes. I think your answer was that you were noé 
aware of any such agreement, and if there was, if has not been 
struck to: 

Mr. Gewrrrz. I was not aware of one. That is all right. What- 
ever the record says, Mr. Quigley, I would like to stand by it. 

Mr. Matetz. Now, Mr. Gewirtz, I would like to repeat the qués- 
tion. In what respect did the feeder line operators not stick to their 
business ? 

Mr. Gewirtz. Let me begin all over again and say that you will 
havé to ask C. R. Smith, by letter or otherwise, what he meant by 
that, unless Mr. Tipton is able to tell you what he meant by it at 
thetimé. I was not with the association then. 

Mr. Maretz. Would you care to answer that question, Mr. Tipten? 
__Mr. Treron. I could not answer it either, Mr. Maletz. I have no 
idea what he meant by “sticking to their business.” 

Mr. Maerz. Now, his letter adds: 


If we can maintain that viewpoint, I see no conflicts between us which cannot 
be sensibly settled. 

Did the Air Transport Association seek in any way, shape, or férfm 
to “maintain that viewpoint” ? 

Mr. Treton. No. 

Mr. Materz. Did you have any further correspondence with Mr. 
Smith concerning this subject ? 
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Mr. Tieton. Possibly. I have no way of knowing wheher we did 
or not without going and looking. 

Mr. Materz. Will you check and make that correspondence avail- 
able to the committee ¢ 

Mr. Tirron. Yes; I will be very glad to check. 

(The following was received from the Air Transport Association :) 

The association was asked by counsel to determine whether there had been 
any correspondence other than a letter from C, R. Smith, previously quoted, 
regarding the scope of operations of local service carriers. A check has been 
made, and there is no such further correspondence in the records of the Air 
Transport Association. 

Mr. Materz. In other words, would you say, Mr. Tipton, that Mr. 
Smith’s letter to the president of ATA was disregarded ? 

Mr. Tipton. Yes; I would say it was disregarded. 

Mr. Maerz. Was it just tossed away ? 

Mr. Tieton. I don’t know what physically happened to the letter. 

Mr. Materz. But no attention was paid to it; is that your testi- 
mony ? 

Mr. Tieron. There may have been attention paid to it at some time 
but the recommendations made in that letter were not in any respect 
followed, as far as in some way requiring the local service airlines 
to stay with their business. There was no action of that sort. 

Mr. Maerz. It is correct, is it not, that American Airlines is one of 
the most important members of ATA ? 

Mr. Treron. Whatisthat? One of the most—— 

Mr. Matrrz. Is it correct that American Airlines is one of the 
most important members of ATA ? 

Mr. Tipton. I will have to answer that this way: It is awfully hard 
to determine from time to time which is the most important member 
of the ATA. They are one of the largest airlines in the country and 
they take an active part in ATA matters. 

Mr. Materz. Well, you have a system of weighted voting in your 
organization ? 

Mr. Tipton. We do. 

Mr. Maerz. And what percentage of the vote, how many votes, 
does American Airlines have? 

Mr. Trpron. That, I can’t answer offhand either. I don’t think 
any of us have that particular figure. May I insert that at this point? 

Mr. Matetz. Yes, if you wonlld please, Mr. Tipton. (See p. 1830.) 

Is it your practice when a recommendation comes in from the 
president of American Airlines to pay no attention to his recommenda- 
tions? 

Mr. Treron. Is that our practice? 

Mr. Maerz. Yes. 

Mr. Treron. It is not our practice to ignore the recommendation 
made by the head of any airline. Many times we get recommenda- 
tions from airlines which cannot be followed. This one was such a 
recommendation. 

Mr. Maerz. How do you determine whether or not the recom- 
mendation can be followed ? 

Mr. Tipron. Well, you apply your judgment based on the par- 
ticular facts. Let us take this specific one. 

Mr. Maerz. Do you want to see this letter, by the way, Mr. Tipton! 

Mr. Treron. Yes; I would like to see that letter. I am beginning 
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io wonder whether it. constituted a recommendation on Mr. Smith’s 
part or not. ; ' yy 

According to this letter, it was Mr. Smith’s view that the principal 
airlines should stay out of the feeder business and the feeder airlines 
should stick to their business. Now, that is a statement of his opinion, 
and we were not called upon to either say that was good or bad or 
indifferent. And we did not, as far as I know, though I have under- 
taken to check that correspondence, if any. 

Mr. Marerz. Would you undertake to check to determine whether 
this matter was in fact taken up with the board of directors of ATA ¢ 

Mr. Tieron. Certainly. 

Mr. Maerz. Thank you. 

Mr. Gewirrz. You have all the minutes of the ATA. They have 
been made available, have they not, Mr. Maletz? 

Mr. Maerz. I do not know whether all the minutes have been made 
available. Iam informed that minutes have been made available but 
apparently they are not complete. 

Mr. Gewirrz. Could you tell us right now what minutes have not 
been furnished, based upon your request ? 

Mr. Marrrz. What has not been furnished ? 

Mr. Gewirtz. Yes. 

Mr. Matrrz. I cannot tell you offhand but we would be very happy 
to indicate what. specific minutes are incomplete and I think you will 
find that they comprise a very large number. 

Mr. Grwirtz. 1 would have the record show that all the minutes 
which were requested, in our opinion, had been made available, and 
this is the first notification we have had that none of them have not. 

Mr. Materz. I believe that is entirely correct, sir. 

Mr. Gewrrtz. All right. 

Mr. Maerz. That is not to say that the minutes that have been 
made available are complete for the simple reason that the ATA ap- 
parently does not keep complete minutes. 

Mr. Harkins. It is true, is it not, Mr. Tipton, that the board of 
directors had discussions, the board of directors of ATA had discus- 
sions which were not recorded in the minutes ? 

Mr. Tirron. That is right. 

To go on with—would you care for me to continue with this letter? 

Mr. Maerz. If you would, please. 

Mr. Scorr. Would you answer that question? Does ATA kee 
compete minutes or not, because if you.do not answer that, that will 
go all over the United States that you do not keep complete minutes. 
Would you answer that ? 

Mr. Quieiry. He has answered it. 

Mr. Tieton. We keep complete minutes of the board of directors’ 
meetings, 

Mr. Scorr. Counsel has just stated that you do not keep complete 
minutes. So say whether or not you do, to keep the record straight. 

Mr, Tieton. It is my opinion that we keep complete minutes. His 
question to me a moment ago was whether or not directors have diseus- 
sions that are not reflected in the minutes. The minutes, of course, 
are a. summary. 

_ Mr. Maerz. The reason, Mr. Tipton, I asked that question is that 
it is entirely possible that this particular matter that we are talking 
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about, the subject matter of Mr. Smith’s letter, was taken up with the 
board of directors but that the minutes of ATA would not reflect the 
fact that the matter was discussed; is that not true? 

Mr. Treron. That is possible, F take it, but I would regard it as 
improbable. 

Mr. Materz. I did not want toindicate for a moment that the ATA 
had not supplied to the staff of the committee the minutes of the meet- 
ings of the board-of directors. “Mr. Harkins tells me that all the 
minutes requested of ATA have been made available. 

Mr. Gewrrrz. Yes. 

Mr. Harkins. But if we may clarify this question of minutes. They 
are summaries, are they not and they are summaries generally imdi- 
cating formal action on the part of the board as to future business 
and necessarily those summaries do not contain a reference to all the 
subjects that were discussed by the board of directors? 

Mr. Gewrrtz. Minutes is minutes. They are minutes. 

Mr. Harkins. They are summaries. 

Mr. Gewirtz. They are not verbatim transcripts of what occurred. 
If that is the differentiation, then certainly that is the fact. 

Mr. Harkins. And certainly there.are topics that are discusséd’at 
the board of directors’ meetings that are not included in the minufes, 
I believe we agree. 

(Excerpts of minutes were submitted by the Air Transport As- 
sociation which appear on p. 1704.) 

Mr. GewinTz. Aha language used that is not included in the minutes. 

Mr. Treron. That is right. 

To go on with this letter, the next statement was, “If we can main- 
tain that viewpoint, I seé no conflicts between us which cannot be 
sensibly settled.” . 

It is difficult for me to tell what that sentence is supposed to relate 
to. I do not think it necessarily called for ATA action of any sort. 

But then Mr. Smith suggested # particular type of operation in the 
Air Transport Association, that is a feeder-line subdivision, and per- 
mit the group to namé one director. 

We did not establish a feeder-line subdivision in ATA but their 
problems were fitted into the other parts of the organization and they 
were given representation, net by 1 director but by 2. 

Consequently,,that.is the Air Transport Association action based on 
this letter. 

Mr. Roptno. Would you repeat that, Mr. Tipton? You say that 
is the transport association’s action: based on this letter ? 

Mr. Tieton. Based on this letter, that is right. 

Mr. Roprno. Would the topic of that letter have been of sufficient 
import to have brougth about a discussion with the board of directors 
of ATA? 

Mr. Tieton. It is conceivable. I have attended a good many ditec- 
tors’ meetings and this subject of the local service lines and their 
admission to the ATA was an important one. I have no recollection 
of the board of the directors’ discussion of this particular point. 

Mr. Roprno. I realized that, of course, you cannot possibly interpret 
what Mr. Smith, the writer of that letter, might have meant by “stick- 
ing to the business” or something of that sort, but nonetheless, .it 
would seem to me to be. i#idicative of a-subject-of sufficient importance 
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which would come to the attention.ofithe ATA. At least, you are not 
able tesay whether or not such a discussion ‘took place or whether any 
action was taken on that letter at all. 

Mr. Tieron. No. My recollection is not clear. I am perfectly 
clear on the point that the feeder lines were never told that, as a.condi- 
tion to being admitted to the ATA, they must wndertake to contain 
themselves within a particular area. I am perfectly clear on that, 
not only on the basis of recollection, but it is perfectly clear also that 
the feeder lines never would have become members of the Air Trans- 
port Association under those circumstances, and they are members; 
all of them are. 

Mr. Harkins. Mr. Tipton, would it ‘be too much to ask for ATA to 
furnish to the committee all documents m your files relevant to the 
admission of the feeder linesto ATA? 

Mr. Treron. Mr. Gewirtz tells me ‘that your present request covers 
that. 

Mr. Harkins. Have you made those documents available to us? 

Mr. Gewrrrz. I don’t know whether all of them have been made 
available, Mr. Harkins. As I explained at the outset of the inquiry, 
into what we had in our files that you requested, that we had about 
1,000 file drawers. I think I indicated there last week that there has 
been made available to you about 80 percent of that material. 

But in specific response to that inquiry, what you want there, that 
falls within the framework of that very general letter that asks for 
everything except my personal correspondence. 

Mr. Harkins. We would want that if it pertained to the subject 
matter. 

Mr. Tieton. In answer to your question, that does not appear. It 
will be submitted and it would not be 400 much for us to do that. 

Mr. Harkins. Would you tell us what kind of files or whose files 
the materials which we have not received on this are likely to be 
found in? 

Mr. Gewirtz. In whose files, if it. has not been already submitted? 

Mr. Harkins. Yes. 7 

Mr. Gewirrz. It could be anybody's... As Mr.’ Tipton said-with some 
apology last week, we have about the worst files in the city of Wash- 
ington and we found stuff in looking through it for you people im some 
of the strangest places. It most likely would be in the president’s 
files. By the same token, it might be in the files, if it is an original 
letter, of any one of the carriers. 

Mr. Harxrns. And the president’s files generally have not been 
made available; have they ? 

Mr. Gewirtz. No. I wouldn’t say that. I would say that you have 
received material from everybody’s files in part or in whole. 

(The following was submitted by the Air Transport Association :) 

There are attached copies of typical letters “dealing with the admission of 
the local service or feeder lines te membership in ATA.” 

SepTemMBer 26, 1946. 


Mr. Jawes G. Ray, 
Vice President, Southwest Airways Co., 
Los Angeles, Calif. 
Dean:Mr.’RAy: We are pleased to advise that the application of Southwest 
Airways for membership in the Air Transport Association was unanimously 


approved at the meeting of the board of directors of this association held on 
September 17, 1946. 


1650 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Under article IV of the articles of association of the Air Transport Associa- 
tion, dues are assessed on the percentage of the total operating revenues of the 
members for the preceding calendar half year corresponding to the semiannual 
period for which the dues are to be paid. However, until such time as the 
operating experience of your company provides data for a sufficient period on 
which to base the regular formula for dues, membership dues of $1,000 per year 
will be assessed. Your company will be billed semiannually, in accordance with 
this provision. 5 

At a meeting of the members. of the association, held in Washington, D. C., 
on September 18, 1946, the articles of association were amended to include a 
provision for weighted voting by members. The number of votes to which a 
particular member is entitled is determined by that member’s total operating 
revenue. However, each operator member is entitled to one vote whether or 
not it had any such revenue for the period on which the number of votes for a 
particular year is based. The number of votes to which each member is entitled 
for the remainder of 1946, and for the year 1947, is based on the member’s total 
operating revenue for the period July 1, 1945, to June 30, 1946. Members show- 
ing a total operating revenue of $1 million or less are entitled to 1 vote. 

At the same meeting, an additional amendment to the articles of association 
was adopted, which increases the membership of the board of directors of the 
association from 7 to 9, in order that it may reflect more adequately the interests 
of all our members. It is contemplated that one of the additional board mem- 
bers be chosen from among the newly admitted members who recently have been 
certificated by the CAB. For your information, the other new members of the 
association who were admitted at the same meeting are: Empire Air Lines, Inc., 
Florida Airways, Ine., Monarch Air Lines, Inc., E. W. Wiggins Airways, Inc. 

We are enclosing, herewith, proper application blanks for membership in the 
Air Traffic Conference and the. Airline Finance and Accounting Conference, 
divisions of the Air Transport Association, on which you will undoubtedly also 
desire to be represented. The filling out and signing of these applications is all 
that is necessary to become regular members of those divisions and to obtain 
the benefits of their activities. 

The Air Traffic Conference is holding its second meeting of the year on October 


1, 2, and 3, at the Mayo Hotel in Tulsa, Okla., and we want to take this opportunity 
to cordially invite your representatives to attend those sessions if possible (agenda 
enclosed), whether or not the ee for membership have been received at 


that time. It is believed that a great deal of value would be attached to having 
them become acquainted with others in the industry, and to be immediately 
familiar with the method of operation of the conference. 

Membership in the association distinctly means an open invitation to all of 
its activities, and we hope that you will find great benefit from the start of your 
membership. Please feel free to call on us for any service that we may be able 
to perform, and we hope to have the pleasure of seeing you at our meetings in the 
near future. 

With best wishes, I am, 


Sincerely yours, 
M. F. Reprern, 


Vice President, Traffic; Secretary. 


DECEMBER 20, 1949. 
Mr. EpMUND CONVERSE, 
President, Bonanza Air Lines, Inc., J 
Las Vegas, Nev. 

Dear Mr. Converse: I am pleased to advise you that the board of directors 
of ATA, in meeting on December 15, approved your application for membership 
and we are pleased to acknowledge receipt of your check to cover dues for the 
first year. Ordinarily, we bill for dues on the basis of a half year, but if you 
desire, we will retain your check to‘cover all of 1950. 

We are pleased to welcome you as a member, and I am enclosing herewith some 
facts about the association which may be of interest to you. In addition, there 
are applications for membership in the warieus conferences and divisions of the 
association, which take automatic effect when you have filed them with us. 

On behalf of the membership, and the staff of ATA, we wish you every success 
for the future. 

Sincerely yours, 
M. F, Reprern, 
Vice President, Trafic; Executive Secretary. 
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Mr. Quieter. May I ask a question? 

Mr. Roptno. Yes. Go ahead, Mr. Quigley. 

Mr. Quieter. Since 1948, have the principal airlines stayed out of 
the feeder business ? 

Mr. Gewrrrz. That is a tough question, Mr. Quigley. 

Mr. Quieter. Answer “Yes” or “No” and then explain. 

Mr. Gewirrz. Yes and no. For instance, take Continental. Con- 
tinental acquired a local service airline, Pioneer. So, to the extent 
that they have that, they are in the local service business. The same 
thing is true of Braniff. By the same token, some of the larger car- 
riers have, very obviously, and the data has been submitted to this 
committee, suspended service at local service points. 

So, as I say “tyes” and “no” sounds like a disarming answer, but I 
think in this instance it is a correct one. 

Mr. Quietey. So the answer wouid be that only insofar as a princi- 
pal airline might have acquired a feeder airline by acquisition or mer- 
ger, they have stayed out? The principal airlines since 1948 have not 
gone into the Board seeking certification as feeders ? 

Mr. Gewirtz. To the best of my knowledge and belief no principal 
airline has gone in and asked for a new route which would be com- 
parable to what we would refer to as a local service route, 

Mr. Quietzy. All right. Now, the next question: Since 1948, 
have the feeder airlines stayed out of the principal airline fields? 
Have they gone in seeking certification ? 

Mr. Gewirtz. Yes, sir; they have. 

Mr. Quietey. And in how many instances? 

Mr. Gewirrz. I would say that, off the top of my head, as they say 
on Madison Avenue, I could think of at least half a dozen. This is the 
Syracuse, N. Y., route, a route now involving National on the one 
hand and Southern on the other hand; Panama City-Atlanta, I be- 
heve. There are some routes on the west coast involving traffic be- 
tween. the, principal cities on the west coast. There is the Phoenix 
Service case—I believe it is called that—which is now going on, in 
which one of the airlines, I believe, Frontier Air Lines, is interested 
in a long-haul route out of Denver. And there must be many others. 
We don’t, Mr. Quigley, follow these route cases too carefully because 
of the fact that we would get into difficulties if we did. 

But the answer to your question is, I think “Yes,” and I would say 
in anywhere from a half dozen to a dozen instances, and probably they 
are ; ust beginning. 

Mr. Quietey. Thank you. 

Mr. Rogers. May I ask a question ? 

Mr. Roptno. Go ahead. 

‘ Mr. Rogers. You mentioned the question of a trunkline and a feeder 
ine. 

Mr. Quietey. May I comment that I deliberately avoided the use of 
“trunkline” when I asked the question? I used the word “principal” 
because that letter of 1946 gave me a new word that I could use with- 
out potting into the—— 

Mr. Roprno. Mr. Rogers, unless we are going to have another half 
hour of discussion on trunklines, I suggest that you refrain from 
the question. 

r. Rogers. What directed my attention to it was the situation of 
Continental Air Lines. That is a company that I know personally 


} 
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that was started from Denver south to El Paso, and every time there 
is an application to Kansas City or Los Angeles or Oklahoma City 
or even to Chicago, they are trying to get in there. 

Now, they have routes not only down South but they can .go to 
Los Angeles; they now go down into Texas and Oklahoma,and to 
Kansas City and Chicago. 

Now, when do they stop as a feeder line and when do they become a 
trunkline? That is what Iam trying to find out. 

Mr. Gewrrrz. I think it is only proper, Mr. Rogers, since you are 
a Representative from the city of Denver, to undress this map and 
show you the original Continental route. 

Mr. Rocers. Since you got out Western, that starts about there. 

Mr. Roprno. Mr. Cawitts made specific mention of Denver when 
you were away. 

Mr. Gewirtz. I spoke very highly of it, Mr. Rogers. 

Mr. Rocers. Pardon me for being absent. 

Now, the question as I see it was how they have started in 1938 and 
how they have expanded since then. Do they still stay a feeder'line 
or do they become a principal line, and when do they become.a prin- 
cipal airline? 

Mr. Gewrrtz. It may be that we will finally get at the truth. as to 
what constitutes these various definitions. 

But in the instance of Continental, you have probably got,a ‘little 
bit of everything. Certainly this route, Los Angeles to Denver, to 
Kansas City to Chicago, and any element in that route, would qualify 
in a sense as either a long haul or a trunkline definition. By the same 
token the stuff that Continental picked up from Pioneer does. not be- 
come trunkline just because it becomes. part of Continental. 

I think that Mr. Quigley may well have the answer to this in his 
description of airlines as principal airlines and local service airlines. 
But you have got the elements of both in this one. 

Mr. McCuttovcn. I would like to ask you if Continental was a 
grandfather carrier. That‘is one of the words we has been using. 

Mr. Gewrrtz. “Yes, sir. 

Mr. McCuttoucn. It wasa grandfather carrier? 

Mr. Gewrrtz. Yes, sir. 

‘Mr. Rogers. It is grandfather from Denver to El Paso. 

Mr. Gewirtz. On.that descriptive term, there is no difference of 
epinion. 

PM. Rocers. Now, the same thing applies to Western ? 

Mr. Gewirtz. Yes, sir. Their original route is mn red unger that, 
which you know well. 

Mr. Rocers. Yes. 

Well, now, how many other have linesstarted out that way that have 
ae similar to Continental and Western as demonstrated 

this? 

Mr. Gewirtz. All of the grandfather carriers with the exception of 
American, United, TWA, and Eastern. And we haye demonstrated 
here, I think, a total of 6 and, in addition to the 6 that we have shown 
here, there is Northwest, Northeast, and that does it in terms of the 
existing original grandfather carriers, domestic grandfather carriers. 

Mr. Rogers. Now, have you any facts’ or figures as to the. prin¢ipal 
airlines that have had.some feeder service, that.they have discontinued 
within the last 2 years? 
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I have in mind United. They used to have a number of stops 
in Nebraska from Denver. Now, it is my understanding that some 
of those have been discontinued. 

Mr. Gewirtz. They have discontinued some of the local service 
traffic elements in their system. But even in the instance of United, 
at least half of the total cities that they serve constitutes what you 
would call local service as distinguished from the principal or long- 
haul operations. 

We could, if you wished, bring up to date—and it might be a wise 
thing for us to do that voluntarily anyway—a reference that I made 
to some testimony by the Board on marginal or loss points for the 
6 domestic carriers as of July 1954, and that would show you the 
smaller cities served on the routes of 6 of the domestic air carriers. 

We use those six because they are the ones who are competed with 
by the large irregulars. 

Mr. Rocers. If we could get that, then I will stop that line of 
questioning, and he can proceed. 

Mr. Gewrrrz. We will supply that for the record. 

(The following was supplied by the Air Transport Association :) 


In an exhibit prepared for the Senate Interstate and Foreign Commerce Com- 
mittee (hearings on the McCarran bill, 8S. 2647, p. 764), the Civil Aeronautics 
Board listed the cities believed to be marginal or loss stations served by 6 of the 
domestic trunklines. These airlines—American, Delta, Eastern, National, TWA, 
and United—were those earriers to whose principal cities the nonscheduled, large 
irregular carriers operated. The attached schedules revise these lists of marginal 
or loss stations for these airlines plus Braniff, whose recent route award—extend- 
ing it from Dallas-Fort Worth to Washington—makes it subject to large irregular 
air carrier competition in that respect (appendix J). 

The specific determination of marginal or loss points by detailed analysis and 
economic measurement is so time consuming that the Civil Aeronautics Board 
produced a method based upon the average daily traffic of the airlines. The 
hypothesis was that the average number of passengers enplaned per station per 
day by that carrier with the highest such average which required subsidy pro- 
vided an index which represented the dollar loss or the break-even point, or a 
little below, in terms of traffic volume. This figure may be below the actual 
break-even point, because the system average enplaned passengers per day per 
station required to break even may be somewhere between the average of the 
best airline requiring subsidy and the average of the lowest airline breaking even 
or showing a profit from nonsubsidy revenues. The daily average used in the 
cited CAB exhibit was 50 passengers per station per day and was based upon 
1953 data. 

In revising these station lists, the ATA staff redetermined the maximum 
average number enplaned per station per day yet requiring subsidy in 1955 as 
57. In addition to the application of this criteria to the 1955 station data of the 
6 airlines listed above, another carrier, Braniff, was included. 


Marginal or loss points for American Airlines last 6 months 1955 


Average passengers Average passengers 
Cities : enplaned per day Cities—Continued enplaned per day 

Akron: Obi0. 626 50. 9 Richmond, Va—....-_-.--_- 49. 2 
Bridgeport, Conn _------_- 8.1 moanene,” VGl. a 43.2 
Doupias Aris: - 8.5 Springfield, - Tb... JL... 26. 9 
Diking.~-W Vass 2 ke 7.8 Springfield, Mo_ ..__._____- 30.3 
Meme Nc AE ns aS 17.9 Wilkes Barre, Pa___-~----- 26.9 
Joplin... Mo. ===. 22. 4 Wilmington, Del________-__- 27 
Milwaukee, Wis__-_------_- 22.1 Daily average per station. 21.1 
New Haven, Conn ------ 6.9 Total marginal or loss stations 
Niagara Falls, N. Y_---_--- 20.1 GOBV OR is netrctcnnttbantitths ehh 17 
Parkersburg, W. Va_------- 14.1 Total stations served_____...__ 57 
POONG Pie BL 11.9 Percent marginal or loss stations 33.5 


1Service suspended Sept. 7, 1955. 
77632—57—pt. 1, vol. 316 
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Marginal or loss points for Braniff Airways last 6 months 1955 


Average passengers 


enplaned perday (Cities—Continued 

Aberdeen, 8S. Dak_..-.------ 8.1 Mitesel, B, Dek .«easasaedo~ 5.1 
Bismarck, N. Dak...-.-~~-~~- 6.7 Te Bak 19.1 
Brookings, S. Dak__-----~---- 1.1 NGEEOE,” PRONE nee pees 2.9 
DBrowevineg, Tete 11.3 Ottumwa, Iowa__._--_------ 4.1 
Burlington, lowa___--------~- 7.9 Qeines, Miss ttc eeiow 4.8 
Colorado Springs, Colo___--- 37. 7 Rochester, Minn.....--.-... 24.4 
Dubuque, Iowa *.--------~- 10.1 ir DOR CIAO... ge etteen 8.2 
DR. eer ete 5.7 |. a © Cece 44.3 
Fort Dodge, Iowa___-.-.-~-- 5.8 Temivkans; ‘Téx. 622 le 3.3 
Woet @eith: AW is 39. 0 weeny (ROBE. Soi es is 18.8 
Ehevon, 8 Dak cada nisiduse 11.2 Waterloo, Iowa___...---_-.. 52. 6 
| Re a a 10.5 Watertown, S. Dak_..-._-.__ 8.7 
TN UI gee a tt enna 31.1 Wichita’ Fars, Tex... 35. 8 
EAttio ‘Mecx, Ark... 30. 6 Daily average per station__ 18.0 
Re DOR. wiscinicicii _. 47.9 Total marginal or loss stations 

Mason City, Ilowa___---.-- 12.9 COG ins bitin dn ntisbbigd lend 31. 0 
Memphis, Ténn............. 49.4 Total stations served____.________ 51. 0 
PUR TN, Bcc ctinscebeniciebes 6.2 Percent marginal or loss stations. 60.8 


1 Service suspended Aug. 9, 1955. 


Average passengers 
enplaned per day 


Marginal or loss points for Delta Air Lines last 6 months 1955 


Average passengers 


enplaned per day 
Pie, TR occ need ms 35. 2 
A Ee Nhiceenscchciccerhiened 20.3 
Baton Rouge, La_.--__---__ 32. 9 


Beaumont-Port Arthur, Tex. 6.6 


Dranwicn, GS. 8.5 
Gharisetee: 3D, Conic ontccaks 42.4 
Chattanooga, Tenn__----___ 48.5 
ay a lt AB 11.8 
bo, lg ee SR 35.2 
Beet were, Fen... en 14, 2 
DIROVE, (Benes conse 12. 6 
Greenwood, Miss______---~-- 3.8 
Hattiesburg, Miss._._._._-__- 3.4 
BOG TN, BE ee wemem 13. 8 
SRE CEES: (i ncoettnionine 36. 5 
EET, Beer pngnncencians . 28 
TTIW «icine 3.4 


Average passengers 
Cities—Continued enplaned per day 
I ni ee 22.8 
pong RS eee 14.8 
I eg ck crete cere 27.5 
Montgomery, Ala__..___--__ 26. 2 
4 AR ara 17.9 
en ge See 2.4 
Spartanoers, ©. COC... 4.3 
Springfield, Mo __--_--____-_ 21.3 
IE I dent on eaten tein 18.9 
RE ese ht 5 oe 3.4 
Daily average per station. 19.0 
Total marginal or loss stations 
en ne, 
Total stations served___________ 48 
Percent marginal or loss 
RN inant cc eae 53.3 


Marginal or loss points for Eastern Air Lines last 6 months 1955 


Average passengers 


enplaned per day 
Akron-Canton, Ohio__--__--~ 40.3 
Mie VOR i eel, 25. 0 
Angererm. Ou 3 oo OS 8.8 
IT cn cis th eisai 32.9 
Bowling Green, Ky__------- 14.1 
Brownsville, Tex ....---__ 20. 4 
Brunswick-Sea Island, Ga_. 10.6 
Charleston, 8. C_.-...--... 38. 0 
Columbus, Ohio_....----.. 54.1 
DORVINC, VO.06..ccsmnnaasd 13.3 
Daytona Beach, Fla__----__ 54.9 
Dothad, . Als. cativedn ind 19.9 
Piewemee: 8:6. .a6-simincaw 12.8 
Gainsville, Fla_............ 16.3 
Huntington, W. Va__---_-___ 44.8 
Huntsville, Ala_.....-_____ 20.8 
pe eS eae 53.1 
OTE, A Re cinctintebbiciainine 41.1 
Melbourne, VWis................. 12.0 


2 Service inaugurated Dec, 1, 1955. 


Average passengers 


Cities—Continued enplaned per day 
Muscle Shoals, Ala________- 23. 8 
New Haven, Conn______--__ 71 
Ce, wee es oe 8.2 
CI, Fn cine 22. 5 
Pic isineoenes nsesnsas sesamiae 5.8 
Savanah. Ga. a 22.1 
Spartanburg, S. C._-..-__-- 18.9 
St. Petersburg, Fla__....._- 24.1 
Tale, GIRO © 5st didscmenies 18.1 
Vero Beach, Fila_.......... 13.1 
WY SO Gn eee 5.7 


Wilmington, Del_._______-_ 37. 6 


Daily average per station. 22.7 
Total marginal or loss sta- 


toes eerved.... eis, 82 
Total stations served______-_ 83 
Percent marginal or loss sta- 

Wl oe es 6 
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Marginal or loss points for National Airlines last 6 months 1955 


Average passengers Average passengers 
Cities : enplaned perday (Qities—Continued enplaned per day 

Beltane) BGs. unccticcwen 8.0 iced, Vt. ccccctecie~ns 19. 2 
Chasiestem: ©. Ciccenceisiinin 31.2 St. Petersburg, Fla__..------ 7.6 
Daytona Beach, Fla__....--- 20. 2 Sarencte. Fis 3 ois 23.3 
Vt. Mypete, Fits tonne 15. 6 Gavasads. Gaui... 15. 9 
es i. Tallahassee; Fidss-<cnna=~ 28. 6 
Key Weeth Ditiicss tine 23.6 pO a ee 2.5 
eo . l S  ee 0.9 Wilmington, N. C_------~-----. 21.6 
Marianet, Fits nik cncnenas 1.3 Daily average per station__ 19.5 
Mes: Ba Ris siti wenn 37.9 Total marginal or loss stations 
Nene Eis ts Citic sins 1 a ee eee 
Newport News, Va__-------- 26.5 Total stations served__._....--- 31 
Panama City, Fla_-...._~---- 20.4 Percent marginal or loss stations. 64.5 
PenseGeid, Ftc cincinnati 45.1 


Marginal or loss points for Trans-World Airlines last 6 months 1955 


Average passengers 


Cities—Continued 


Average passengers 
enplaned per day 


Terre Haute, Ind_..----__-_- 7.4 
Pe CR iseiciccniescrmnnirers 41.2 
eo ee 28. 9 
Wheeling, W. Va__---.------ 15.9 
Williamsport, Pa _...._.---- 12.1 


Daily average per station__ 27.3 


Total marginal or loss stations 


Percent marginal or loss stations. 43.1 


Marginal or loss points for United Air Lines last 6 months 1955 


Cities: enplaned per day 
Alhasee Tel Zo ctiiincncdei 56 
ARR Rist in 80. 0 
Binghamton, N. Y----------- 35. 9 
Fe. Weave, 2e6e 34. 2 
VR, Macca teens 17.4 
Ce a... 23.8 
| ee = es 28. 6 
Rea: PRs cannincmcnnies 33. 6 
Santa Fe, N. Mex..-..-__-.- 5.7 
Rermeee Fes i on 39.8 
South Bend, Ind_.......-... 25. 4 

Average passengers 

Cities : enplaned per day 
ATER Be sheers cepted 33.3 
Bakersfield, Calif...c...._. 48. 2 
TORE ie ii cece 28. 9 
Bellingham, Wash________-__ 4.4 
NT CI i i ccc ticisinenmbaiemetin 5.9 
Cheyenne, Wyo... -..-____ 10. 2 
WUE, ee 5.0 
Wty Mites ok Se i. 7.9 
RIOR aici iii imcent 43.5 
Fort Warne, Ind... 50. 6 
Grand Island, Nebr__...__-._. 13.5 
Grand Junction, Colo__._____ 25. 6 
Towa Oity, towel 13.3 
Klamath Falls, Oreg_.....__ 12.3 
LAO il ot hccctecicasicinnet 41.0 
Long Beach, Calif_........_- 11.4 
Mereed, Oalif_._............ 18. 4 


Average passengers 


Cities—Continued enplaned per day 
pA | eee 10. 2 
North Platte, Nebr____...___- 8.0 
Cy iia isda eidte ten elis 6.7 
Proweeenee, TE Bosineddncs 17.1 
TI: i catuca ll 20. 4 
a Ee ae 13. 4 
Scottsbluff, Nebr........_._ 10.9 
Stockton, Calif_.........._._ 27.3 
Twin Falls, Idaho_.__.._... 19.1 
es So ancicitheat ean seennsmnes 12.7 
Walla Walla, Wash__________ 15. 7 

Daily average per station__ 19.1 


Total marginal or loss stations 


Percent marginal or loss stations. 43.1 


Mr. McCuttocn. You say that is as of 1954? 
Mr. Gewtrtz. Yes. 
Mr. McCuniocn. What has been the percentage of increase gener- 
ally in air traffic since 1954? 
Mr. Gewrrrz. In terms of the total traffic carried by those six 
carriers? : 
Mr. McCutiocn. Yes; just roughly speaking. 


a Gewirtz. About 20 percent in terms of revenue passenger 
miles, 
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Mr. McCutxocn. Would it be too difficult to make that information 
current, say, as of January 1, 1956? 

Mr. Gewrrrz. Just for those six carriers? 

Mr. McCutiocnu. Yes. 

Mr. Gewtrrz. Yes, I think we could do that. 

Mr. McCutxocu. So that the answer to Mr. Rogers’ question would 
be a current answer. 

Mr. Gewtrtz. We certainly can do that, Mr. McCulloch. 

(The information to be supplied is as follows :) 

Table showing the percentage of increase in traffic—1955 as contrasted with 
1953—for the following carriers: American, Delta, Eastern, National, TWA, and 
United (appendix K). 


Percent increase in traffic for 6 trunk carriers from 1953-55 


[Data in thousands] 























PASSENGERS 
| | 
Year | American | Eastern | TWA United Delta | National 
——— | —- es a ee eee eer 
DORE. co ceeccscsesesrescacUete 5, 744 4, 639 2, 931 3, 898 1, 616 “4 
a al al 7, 234 6, 554 | 3, 790 5, 474 2, 094 1, 201 
Percent increase.....----------| 25.9 41.3 29.3 40. 4 | 29.6 49.4 
PASSENGER MILES 

Eos. arn ecubbeet maaan 3, 210, 483 2, 309, 267 2, 370, 019 2, 574, 616 693, 945 572, 369 
BOE ccnititwdudtbionddows be 4, 265, 962 3, 341, 200 2, 866, 342 3, 753, 964 952, 601 849, 619 
Percent increase............-.- 32.9 44.7 20.9 45.8 37.3 48.4 




















Source: CAB recurrent reports. 


Mr. Gewtrtz. I wonder if this would not be an appropriate point, 
Mr. Chairman, to go back to the very important question that Mr. 
Rogers raised before the luncheon recess about these 164 applications? 

Mr. Roprno. You may refer to that. 

Mr. Gewrirtz. You will recall that Mr. Celler in referring to the 
list stated on page 548 of the transcript, that the list showed from 
1948 to 1955, 164 new carriers applied for domestic trunkline services, 
38 were denied, 126 either were dismissed for lack of prosecution or 
withdrawn. That is, 164 new carriers. 

Let me point out in addition to that, there are thousands of appli- 
cations that have been filed by the grandfather carriers and the local 
service carriers, but the only issue involved now is the new carriers 
whose applications were denied. 

One, we know they were not 164. They were only 38. The infor- 
mation which was furnished the chairman, Mr. Celler, upon which that 
statement was based, contained several inaccuracies, particularly as 
relates to the 38 denials. Since the 126 dismissals and withdrawals 
speak for themselves, we will present the facts revealed by our analysis 
of those 38 denials. 

And it becomes important because there has been iteration and re 
iteration to the effect that 164 applications were denied when in fact 
only 38 were denied. 

First of all, the use of the term “new carriers” in connection with the 
38 denials in the above statement by Chairman Celler is incorrect. 
The figure of 38 represents the total applications denied, and since 
many noncertificated applicants filed and prosecuted more than | 
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apylinadion, ite number of new carriers that were denied is thereby 
verstated. s 

; Mr. Maerz. Was there ever an application by a new carrier for a 
passenger trunkline route that was granted ? 

Mr. Gewrrtz. Well, I thought we had gone all over that. I want 
the opportunity to address myself to the question that Mr. Rogers had 
asked 

Mr. Materz. It is a very simple question. 

Mr. Gewirtz. I think I answered it this morning. 

Mr. Matetz. Will you answer it again now? 

Mr. Gewirrz. You mean a principal route as described by Mr. 

uigley ? 

. Mr. Mazerz. Any application for a principal route by a new 
carrier that has been granted by the board. 

Mr. Gewrrrz. By a nongrandfather carrier ? 

Mr. Maerz. Yes. 

Mr. Gewtrrz. In the international field? 

Mr. Materz. I am saying 

Mr. Gewirrz. Yes. 

Mr. Marerz. The domestic passenger trunkline field? 

Mr. Gewirtz. I asked you in the international field. You mean the 
domestic field ? 

Mr. Matrrz. Yes. 

Mr. Gewrrtz. So far as I know, no principal route except in the 
instance of the local service carriers. 

Mr. Materz. Beg pardon? 

Mr. Gewtrtz. No principal routes except those routes of the local 
service airlines that can be called principal routes. 

Mr. Quieter. I used other phraseology if you are going to talk 
about principals and locals that is not my nomenclature. [Laughter.] 

Mr. Gewirtz. You raised the same question this morning. 

Mr. Maerz. I will reframe the question. Has any application by 
a new carrier for a principal domestic passenger route ever been 
granted by the board? 

Mr. Gewirtz. No. 

Mr. Maerz. Thank you. 

Mr. Gewirtz. Now, may I get back to answering Mr. Rogers’ ques- 
tion, Mr. Maletz? 

Mr. Materz. Yes. 

Mr. Roptno. Go right ahead. 

Mr. Gewirtz. Eliminating such duplication, let me begin again by 
saying the use of the term “new carriers” in connection with the 38 
denials in the above statement by Chairman Celler is incorrect. The 
figure of 38 represents the total applications denied, and since many 
noncertificated applicants filed and prosecuted more than 1 applica- 
tion, the number of new carriers that were denied is thereby overstated. 

Eliminating such duplication, the number of new carriers that were 
ong totals only 29. Those were 29 new carriers that made applica- 
lon. 

What were the 29? But before I get to that—— 

; Mr. Maerz. You are criticizing the chairman, Mr. Celler, for 
aving—— 

Mr. Gewtrtz. I am not criticizing the chairman—please, please do 
not misinterpret. I am merely saying that the statement supplied 
the chairman which the chairman made was incorrect. 
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Mr. Materz. I see. In other words, you are saying that the infor- 
mation supplied this committee by the CAB, is incorrect? 

Mr. Gewrirtz. I couldn’t have been more precise if I had read it. 

Mr. Materz. All right. What was the next statement? 

Mr. Scorr. A very curious proceeding. Why can the witness not 
be allowed to complete that answer? Each time he gets to the edge 
of it he is interrupted. May I ask, as a member of the committee, that 
he be allowed to complete his answer to the statement to which he 
says an answer is needed? This committee has taken care of the 
afternoon papers by the morning’s revelations. Let the witness take 
care of the morning papers. 

Mr. Roprno. Allright. We will now proceed. 

Mr. Gewrrtz. Second, as to the use of the phrase, “Domestic trunk- 
line service,” that again is a phrase supplied the chairman, in con- 
nection with the 38 denials, is also incorrect. Twenty-three of the 38 
applications denied were requests for routes between the United 
States and points outside of the continental United States. 

Mr. Quictey. How many is that? 

Mr. Gewirrz. Twenty-three of the thirty-eight. 

In other words, 23 of the 38 applications denied were not seeking 
domestic trunkline services at all, and consequently, the domestic route 
patterns were deprived of nothing by the board denials, which inci- 
a were approved by one or another President of the United 

tates. 

Furthermore, of the 23 foreign and overseas applications denied, 
10 were by steamship companies, but there is no sense getting into 
them since at this time the basic issue is the domestic trunkline pattern. 

That leaves 15 remaining applications. This against the original 
misconception of 164 which has found its way into the press for one 
reason or another. 

Of the remaining 15 applications, our analysis reveals—and I pro- 
pose to take these up since this is a basic issue before this committee— 
on the doctrine of freedom of entry, one by one. We start with 15 
new applications. Four of these were not seeking trunkline service. 
Two requested the authority to provide a feeder-type service. And 
another requested the authority to provide a tour service. And still 
another asked for a combination of trunkline and feeder services in 
the California-Nevada area. 

That leaves 11. 

Four of the remaining eleven consisted of an application by a rail- 
road company which falls within that section of the act where you 
try to discourage competing forms of transportation from getting into 
our business, and was accordingly denied. 

And another involved an application which was dismissed and two 
involved cases where all of the applications were denied. 

Of the 2 applications, in cases where all or a great majority of 
the requests were denied, let me tell you what these 2 cases were. 
One involved an application between Asaiiitho and Atlanta in 1940. 
And the competing applicant was Braniff. Braniff got the route. 
It was in business. The other one had not been in business. The 
other one was an outfit called Trans-Southern. 

It is time we looked at these things on a case-by-case basis, rather 
than ae Board retrospectively on the basis of what it did 
in toto. If the Board is sxpetiell: to act like a common-law agency 








wae = 


smo cel 


il- 
ou 
to 
wo 
Te. 
40. 


he 


ner 


hid 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1659 


and make its decision on the basis of the facts before it, at a given 
time, then the decisions should be looked on at that basis. 

Trans-Southern, the operator competing with Braniff for the route, 
was 2 nonoperating company and there was actually some doubt as to 
whether they would ever operate. 

Of the remaining 7 applications, 3 were those of North American. 
The three applications of North American were denied for reasons 
which I think have been put forward before this committee by the 
Civil Aeronautics Board itself. North American was found, on the 
basis of its flagrant violations of the law, not to be fit, willing, and 
able to engage in certificated air transportation. 

The issue of its fitness and the Board’s enforcement decision is now 
before the Court of Appeals for the District of Columbia. 

That leaves only four new applications which I have not yet ac- 
counted for. And let us look at them, of the 15 in toto since 1938. 

The first of these was the application of Dixie Airlines, which in 
1941 when the case was decided, had requested a route between Pitts- 
burgh and Atlanta, Birmingham, via intermediate points. The Board 
gave that route to Pennsylvania Central, now Capital Airlines. And 
the reason for that are set ont. And since it was 1941, there can be ne 
question that Capital, an existing carrier, 3 years after the passage of 
the act, needed strengthening. 

The next of these cases involves Seaboard Airways, and it was de- 
cided in February 1944. That involved an application which also in- 
volved the desires of National to go from New York to Miami. Na- 
tional was picked over Seaboard Airways, a new carrier, again in 1944, 
for reasons most of which were in order to provide National with more 
strength, and get it off subsidy and put it in a position of greater self- 
sufficiency. 

Another application which was denied most recently was an applica- 
tion of an organization called Aero-Finance. And that application 
was denied in the Southeast-Northwest case on the basis of the fact 
that the Board did not feel that the financial background of this appli- 
cant would support the service if proposed. And the service was a 
service for a route between the terminals New York and Tulsa, via 
Cincinnati. 

That leaves only 1 of the 15 unaccounted for. 

And that is Atlantic Airlines. In a case decided in 1948 called the 
Mid-Atlantic ease. And the proposal of Atlantic in that case may have 
been premature. It contemplated a combination air-bus service at 
fares about 314 centsa mile. It was an interesting application. 

_ But again, looking at the application in the context of the economic 
times at which it was made, the Board issued its decision. The decision 
came in the middle of the airline recession of 1948. And what Atlantic 
Airlines wanted was essentially a competitive route with one of the 
weakest carriers in the business, Capital Airlines. And the Board 
decided that case against Atlantic. 

So from the original 164 we have come down to 15 new applications. 
T have discussed each of the 15 with you, and would be delighted to 
discuss them with you in greater detail or submit anything additional 
for the record. j 

But the fact of the matter is that there never have been 164 new 
applications filed. And every one of the 15 was considered on its 
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merits, based on the facts in the case, and handled appropriately by the 
CAB. 

Mr. Roprno. Mr. Gerwirtz, will you tell us what that document 
consists of that you have been reading from ¢ 

Mr. Grewrrtz. This was a piece of paper that we had prepared for 
us with respect to the allegations made or contained in Chairman 
Celler’s remarks. I had proposed to discuss this later on in the course 
of my testimony but felt it of sufficient importance, in view of Con- 
gressman Rogers’ question, to take it out of place. 

Mr. Roptno. I would suggest that you submit that for the record so 
that we might be able to examine it point by point. 

Mr. Gewirrz. Certainly, I will be delighted to. There is a table 
attached to it which breaks the thing down by year, docket number, 
route applied for. 

(The document is as follows :) 


The Civil Aeronautics Board provided this committee with a list of applications 
of noncertificated carriers for tunkline service. These were divided into two 
classes; those denied and those dismissed for lack of prosecuttion). 

Chairman Celler, in referring to the list, stated on page 548 of the transcript: 
“This list shows that from 1948 to 1955, 164 new carriers applied for domestic 
trunkline service; 38 were denied ; 126 either were dismissed for lack of prosecu- 
tion or withdrawn.” 

The information furnished the chairman wpon which that statement was 
based, contains several inaccuracies, particularly as relates to the 38 denials. 
Since the 126 dismissals and withdrawals speak for themselves, we will present 
the facts revealed by our analysis of those 38 denials, 

First of all, the use of the term “new carrier” in connection with the 38 denials, 
in the above statement by Chairman Celler, is incorrect. The ficures of 38 
represents the total applications denied and, since many noncertificated appli- 
eants filed and prosecuted more than one application, the number of new carriers 
that were denied is thereby overstated. Eliminating such duplication, the num- 
ber of new carriers that were denied totals only 29. 

Second, use of the phrase “domestic trunkline service” in connection with the 
88 denials is also incorrect: 23 of the 38 applications denied were requests 
for routes between the United States and points outside of the continental 
United States (appendix, item I). In other words, 23 of the 38 applications de- 
nied were not seeking domestic trunkline services and consequently the domestic 
route pattern was deprived of nothing by the Board denials, which incidentally 
were approved by the President of the United States. 

Furthermore, of the 23 foreign and overseas applications denied, 10 were 
applications by steamship companies regarding which the CAB recognized ‘,the 
inherent danger, in the event of a conflict of interest, that air transportation 
may find itself a captive of the surface transportation interests.”* Also, 9 
others were found to be s‘not fit, willing and able,’ * and 2 were denied in cases 
in which the other new carriers were certificated. 

Of the remaining 15 applications, our analysis reveals that 4 were not seeking 
“trunkline” service (appendix, item II). Two applicants were requesting au- 
thority to provide a “feeder” type service, one of which, Duluth Airlines, docket 
No. 1602, would have substantially duplicated another feeder carrier, Wisconsin 
Central (now North Central), which had not yet begun operations. Another 
applicant requested authority to provide a “tour” service which, like “feeder” 
type service, is certainly distinguishable from “trunkline” service. The fourth 
applicant, Pacific Airlines, docket No. 2267, suggested that “There is a public 
need for a regional air carrier in the California-Nevada area to fill the gap 
between trunklines and feeders” (C. A. B. docket No. 2019 et al., 10 C. A. B. 440). 
What Pacific actually proposed was a combination of trunkline and feeder 
services. The Civil Aeronautics Board denied all applications for the trunkline 
services included in Pacific’s application, and the feeder routes included therein 
were granted to a new carrier, Bonanza. 


1 Latin American case, docket No, 525, 6 C. A. B. 904, 
*¥For reasons other than violations of the Civil Aeronautics Act. 
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Four of the remaining 11 applications consisted of an application by a rail- 
road company, an application dismissed, and 2 involved in cases where all ap- 
plicants were denied (appendix, item III). The danger of conflict of interest, 
recognized by the Civil Aeronautics Board in connection with the applications 
of the steamship companies, applies equally to the railroad company applica- 
tion. Nothing need be said regarding the application dismissed. Of the two 
applications denied in cases where all, or the great majority, of the requests 
contained in the applications were denied, one occurred in 1940 and involved 
the application of Trans-Southern Airlines, Ine., docket No. 12-401-B-1, for 
a route between Amarillo and Atlanta via 9 intermediate points, a distance 
of approximately 1,000 miles. Consolidated into the case also was an application 
of Braniff Airways for a similar route between the same terminals. Trans- 
Southern was a nonoperating company and there was actually some doubt as 
to the type of service Trans-Southern proposed to operate. The Board, in its 
decision, stated : 

“It is evident that Trans-Southern likewise does not regard through traffic 
as the major source of passenger revenue, and, indeed, one of its witnesses 
testified that the service was to be regarded primarily as a ‘feeder’ for various 
points on the route which now receive air transportation service” (C. A. B. Docket 
No. 12-401-B-1, 4 C. A. B. 261). 

Based on the failure of both carriers to prove a public need for the pro- 
posed service, the Civil Aeronautics Board denied both Trans-Southern’s and 
Braniff’s request for an Amarillo-Atlanta route and added only a 230-mile spur 
to Braniff’s existing route between Oklahoma City and Amarillo. The other ap- 
plicant, in a case where all requests were denied, was Great Northern Airlines, 
docket No. 1811. That carrier proposed to become the third carrier between 
Chicago and Seattle via intermediate points. It fell also from lack of proof 
as to need. The proposal would have provided service for the first time to only 
8 towns having a combined population of only 48,000 and would have cost the 
Government more than $1 million in the form of mail compensation. 

Of the remaining 7 applications, 3 were those of North American Airlines, 
whose history of willful violation of the act is well known to everyone familiar 
with air-transportation industry (appendix, item IV). Im this regard, the 
Civil Aeronautics Board, in its decision in the New York-Chicago case, had the 
following to say about North American: 

“Finally, we must point out that with respect to North American’s joint appli- 
cation, we would deny that application for the additional reason that we are 
unable to find the applicants ‘willing’ to comply with the act and the Board’s 
regulations as provided in section 401 (d) of the act. Our conclusion in this 
regard is predicated upon the facts of record herein, which shows that Messrs. 
Weiss,-Lewin, Fischgrund and Hart, the central figures in the North American 
group, have a long history of association with flagrant violations of the act and 
cannot be found sufficiently reliable to entrust with the operation of the certifi- 
cated routes they propose herein. 

“* * * these individuals have shown such a callous disregard for the act 
and regulations as to lead to the conclusion that they would be prone to dis- 
regard the requirements of the act and regulations in the future, if they deemed 
it. advantageous to their own economic gain” (C .A. B. docket No. 986 et al. 
order No. E-9537, pp. 26 and 27). 

Aside ‘from béing found “not fit, willing and able,” the Civil Aeronautics 
Board found the proposed services of North American not to be required in 
the public interest and would prevent the strengthening of existing weak 
carriers. 

It is also interesting to note that North American and Aero Finance (which 
we will discuss later) are the only 2 new carriers whose applications for do- 
mestic trunkline service were filed and denied within the last 6 years and those 
were denied within the past 8 months. 

There remain, then, only four applications of new carriers that were denied 
in cases where the domestic trunkline routes were granted to existing carriers 
(appendix, item V). The first of these was the application of Dixie Airlines, 
Inc., docket No. 313 (decided in January 1941), which requested a route between 
Pittsburgh and Atlanta, Birmingham via intermediate points. Whereas, Dixie 
was a newly organized corporation with only a skeleton staff, formed for the 
purpose of developing and operating the proposed airline in the event it was 
awarded a certificate, the competing applicant for the route, Pennsylvania- 
Central (now Capital), was then operating over approximately 2,650 miles of 
route under the rules and requirements of the Board and had pioneered the 
portion of the proposed route between Pittsburgh and Charleston, W. Va. 
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The CAB found that through the utilization of its existing route system 
Pennsylvania-Central could operate the proposed route more efficiently and could 
provide a far greater public service than could Dixie. The CAB recognized, 
however, that this would be true in any case where a new applicant competes 
with an existing carrier for a new route or service, but stated : 

“The number of air carriers now operating appears sufficient to insure against 
monopoly in respect to the average new route case. * * * In the absence of 
particular circumstances presenting an affirmative reason for a new carrier 
there appears to be no inherent desirability of increasing the present number 
of carriers merely for the purpose of numerically enlarging the industry” (C. A. 
B. docket No. 162, 4 C. A. B. 480). 

The next of these involved the application of Seaboard Airways, Inc., docket 
No. 485 (decided in February 1944) which requested two routes, one between 
New York and New Orleans and the other between New York and Miami, both 
via intermediate points. This application was consolidated into and considered 
in the Colonial Airlines, Ine. et al, Atlantic Seaboard Operation case, docket 
No. 445 ,which, among others, included the New York-Miami proposal of National. 
As to the New York-New Orleans portion of Seaboard’s application, which was 
a point to point duplication of Eastern, the Civil Aeronautics Board found that 
there simply were not enough traffic to support two carriers over the route and 
the public convenience and necessity did not require the duplication. As to the 
New York-Miami route, the Civil Aeronuatics Board after determining that 
competition was required, was faced with the choice between Seaboard and 
National to provide the service. National, on the one hand, was a small, rela- 
tively weak, heavily subsidized carrier* operating in the Florida area and par- 
ticipated in Florida-Northeast traffic through connections with Eastern. Sea- 
board, on the other hand, was a nonoperating company and if granted the New 
York-Miami route would duplicate National’s existing local services in Florida 
and also divert National’s participation in Florida-Northeast traffic. The Civil 
Aeronautics Board could not permit such weakening of National and concluded 
that the grant of the New York-Miami route to National and concluded that the 
grant of the New York-Miami route to National would greatly strengthen an 
existing small carrier, and of this said: 

“This objective is in accord with the specific statutory duty imposed upon the 
Board to regard, as in accordance with the public convenience and necessity, 
the encouragement and development of a sound air transportation system” 
(C. A. B. docket No. 445, 4 C. A. B. 560). 

The wisdom of the Civil Aeronautics Board’s decision in this case is evidenced 
by the status of National in the industry today. From a small, heavily subsi- 
dized carrier, National has emerged to where today it is free of subsidy, operat- 
ing in the black, and providing an effective and essential segment of the Nation's 
transportation service. e 

Next came the proposal of Atlantic Airlines, docket No. 1945, which contem- 
plated a comprehensive network of routes largely duplicative of existing trunk- 
lines, including such points as New York, New Orleans, Washington, Pittsburgh, 
and Atlanta. Because Atlantic’s overall proposal covered such a broad geo- 
graphic area, part was heard in the Boston-New York-Atlanta-New Orleans case 
(7 CAB 88), but decision thereon was deferred for consideration of their entire 
proposal in the Middle Atlantic case (docket No. 730, 9 CAB 1381, decided Feb. 19, 
1948). 

The proposal of Atlantic contemplated a combination air-bus service at fares 
proximating 3.5 cents per mile. The novelty of the proposed services, however, 
created a cloak of uncertainty as to their feasibility and economic soundness. 
That fact, coupled with the depression status of the airline industry during and 
preceding the time that Atlantic’s proposal was being considered,* led the CAB 
to conclude that the severe financial reverses being suffered by the existing car- 
riers prohibited the destructive duplication and dilution of those carriers’ 
revenues, particularly by a proposal that created, in the Board’s mind, such 
serious doubt as to its economic soundness. 


In Gs zeae 1938 through 19438, National received an average mail pay of over $4.30 
per ton-mile. 

*For the 2 pete preceding the decision in the Middle Atlantic case, (docket No. 730, 
1946 and 1947). the domestic trunkline industry suffered net losses of $5.600.000 and 
$20,200,000. Before mail pay the losses were $25,900,000 for 1946 and $43,600,000 for 
1947, or a total of $69 million loss for the years. Furthermore, the CAB had on 
file at the time of its decision in that case, applications for increases in mail pay of 
carriers in the Middle Atlantic area. (For the years 1948, the industry’s net loss was 
$5 million and before mail pay the loss amounted to $53 million.) 
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The carrier that would have been most seriously duplicated by Atlantic’s 
application and the carrier that received grants in the area covered by that 
application was Pennsylvania-Central (now Capital). At that time (1948), 
Pennsylvania-Central was fighting for economic survival. For the years 1946 
and 1947, that carrier suffered a net loss of $5 million and before mail pay 
their losses amounted to nearly $8 million. By 1947, Pennsylvania-Central’s 
mail pay had climbed to over $3.40 per ton-mile.* 

Consequently, at the time the CAB was considering the application of At- 
lantic for a new route certificate, th> CAB was confronted with an existing 
industry converting from wartime to peacetime operations whose losses and 
mail pay requirements were mounting to alarming heights. The CAB’s choice, 
then, was between granting additional authority to existing carriers which 
would aid those carriers in their struggle to gain individual self-sufficiency and 
a strong industry, on the one hand, and, on the other hand, approving the pro- 
posal of a new carrier “which would, perhaps, result in its own failure,”* in 
addition to prohibitive adverse effect on existing carriers, particularly Pennsyl- 
vania-Central as a result of the “destructive duplication” * involved. 

The CAB wisely chose to deny the questionable proposed services of Atlantic 
and to expand Pennsylvania-Central and others so as to “promote rapid, safe, 
economical air transportation to as great a segment of the American traveling 
public as possible.” * It is impossible to say what the results would have been 
had the CAB denied the grants to Pennsylvania-Central and approved the pro- 
posal of Atlantic. However, the story of Pennsylvania-Central’s development 
(as well as the industry’s) since 1948 is a matter of record, and that carrier’s 
drop in pay per ton-mile for the carriage of airmail from some $5.50 in 1948 
to $0.51 (a compensatory rate) in 1955 is fitting tribute to the wisdom of the 
CAB in this matter. 

It should also be pointed out that although the duplicative trunkline proposal 
of Atlantic was denied, the CAB did certificate, in that case, three new carriers 
to provide “feeder” type service (appendix, item V). 

The last and most recent of the four applications was the application of Aero 
Finance, which was denied in the Southwest-Northeast Service case (docket No. 
2355, order E-9758, decided November 21, 1955). This application fell mainly 
from lack of proof, both as to the public need for their service, as compared to 
other applicants in the case, and as to Aero Finance’s fitness and ability. In 
ruling on Aero Finance’s application, the Civil Aeronautics Board stated: 

“Were we to grant a completely new route to a new carrier,® we would find 
it necessary to forego the public benefits flowing from the improvements in the 
existing carriers’ route pattern. We can find no sound basis on this record for 
such result. This is especially significant, insofar as Aero Finance is concerned, 
because that carrier’s limited resources and service proposals lead us to doubt 
that it could be expected to attain effective competitive status with TWA, whose 
service it would duplicate” (C. A. B. Docket No. 2355, et al., Order No. E-9758). 
The proposal of Aero Finance called for a route between the terminals New York 
and Tulsa via Cincinnati. Such a route with a terminal at Tulsa just did not 
make good economic sense, as Aero Finance’s meager evidence in support thereof 
proved. It is not enough for an applicant, whether it be a new or certificated 
carrier, to simply file an application in order to receive a certificate of conven- 
ience and necessity. The burden of proof as to the public need for the services 
proposed and the fitness and ability to provide these services rests on the appli- 
cant. If the applicant fails to adequately establish such proof, as did Aero 
Finance in this instance, the application must be denied. 





5In 1948, the year of the decision in the middle Atlantic case, Pennsylvania-Central’s 
mail Rey Bot cones climbed even higher, to over $5.50. 
ewan ket No. 730, 9 CAB 131, pp. 182 and 183. 
‘id. 


*This applies to United and National, as well as Aero Finance and North American. 
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Mr. Scorr. So your answer is that every single application has been 
decided on its merits. However, any one person might disagree with 
the Board’s decision, they may have been wrong or right. But each 
one was decided separately on its merits. There was no blanket re- 
fusal to consider 164 cases. 

Mr. Gewirtz. Quite so. There never have been 164 that were new 
applications that were filed with the Board that were all carried to 
conclusion. In a sense you could say all but 38 were nolle prossed. 

Mr. McCuriocu. During this entire period would you know the 
total number of persons who have sat on this Board ? 

Mr. Gewrrrz. I don’t know the total. Yes Ido. I added them up. 
From 1945 to 1955—I picked that date—well, there were 15 different 
members from 1945 to 1955; 8 different chairmen, 7 Democratic boards, 
3 Republican boards, and 1 that was evenly split. 

Mr. McCuttocu. These people came from various sections of the 
United States, I presume? 

Mr. Gewrrrz. Politically and economically speaking, and philo- 
sophically, they read from left to right. 

Mr. McCutxocu. And geographically speaking, too? 

Mr. Gewirtz. Yes, sir. If I may, I would submit these. They 
are a matter of record in all of the Board decisions. 

Mr. Roprno. It will be accepted. 

(The list is as follows :) 


Chronological list of all members of the Civil Aeronautics Board since 1938 by 
name, date, and political party 


1938-39 : 
mobert TH. Hinckley, ChAirmAR non ond wcp cicero Democrat. 
Harilee Branch,. Vice CnairMan ....nnccccnunnacnnnneeeianeen Do. 
Cem: TET INE i sen ce sein cinsicesntgenshln tabi aden ean iis tiipeaaeaitai Republican. 
G Grent Macon. 67. MOOG? 5. <a ncn ein cntiecmmbiigeeens Do. 
award WARIS, MOMS... nnccnckjecdnensdbe sheng Democrat. 
1940: 
Paslies Branch, CRATER inn nbn dpmteennamben Do. 
Baward Warher, Vice ORGAN ois 6 wien peter nnwednuaeia Do. 
Oewala Ryah, MOMHer s <<. =. et en an Shi nena eee Republican. 
. Grant Magen, Jr., MOM... cdg ow te ide nwenictedine Do. 
George P. Bathe, WN on oie wdc tech ndgccunteenewee Democrat. 
1941: 
Heriics Bratth, CRAIG 1 ccicddinnmccnnntanseniante Do. 
Ddward Warner, Vice CUGiITMAD...... geen nnwsccesectteegn Do. 
Oawald BRyGi: MOM? «a... nnn cde a gwgeewnsiadhinnines Republican. 
. Grant Mason, Jf. MDC occasion aeyincienadiat Do. 
Gaored P: Baker, WOMGel on en nk oe wenn nceeneet Democrat. 
1942: 
L. Welch Pogue, Chairman... on oo ne ce ccesewecndeie Independent. 
L. Welch Pogue; Vice Chairman ens c cocnn inna cnc sencctedt Do. 
Hariion Beamer: WOR shia winnie i cmegpinemireiGin Democrat. 
Oswald Ryan, MOMOl 265.5 both e nsec nas seg ete Republican. 
Kdward P. Warne?, MQM BO? 6.0268 ~ jo ee eenuknne- Democrat. 
19438 : 
L. Welch Pogue, Chairman, 6.5. in kn ce anges Independent. 
Edward Warner, Vice Ch@inma@n.......<. ~~... cendinwinn Democrat. 
Harliee Branch, member? 6.6.65. 26.2 on ne eee niineinenaa Do. 
Oawald Ryan, membe? . .. 6... co 1h hah nein pe nip entaen Republican. 
SOON TiiOe WA oii che cin  Si i dghg enn i whet dninscinaene Democrat. 
1944: 
L. Weich Pogue, Chalfinamc un 626 0k nk es ee Independent. 
Bdward Warner, Vice Chairman......_..........niacn uk Democrat. 
Harllee Branch, MCMPCT .. 2nn ch che on nnn ces Do. 
Carnie Tg RM, TORO ii i i ete cnet eee Republican. 
Jou LAO, WRC. ci dcdaccacmnptnetnnatccatimasatoienia Democrat. 


1George P. Baker, Vice Chairman, resigned as a member of the Board on Sept. 1, 1942. 
G. Grant Mason, Jr., was a member of the Board through Dec. 31, 1941. 
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Chronological list of all members of the Civil Aeronautics Board since 1938 by 
name, date, and political party—Continued 


1945: 
a 1 Bie: COI iiieitinistintintinentinntrrcmomeistese ES) Independent. 
L, Welch Pogue, Vice Chairman *__.__.- 4... le Do. 
Fees FAUCET iii iia eciclniniemenenin AEE Democrat. 
OU Tg TOOT iter teeing Republican. 
SOME T OO; TN isi cin cyt een eatin tL E. Democrat. 
1946 : 
James M. Landis, Chairman *_.....................auauilen: Do. 
Oswald Ryan, Vice Chairman. _—....................... cn Republican. 
Harlice Branch, member............................ tj 3. Democrat. 
I Nii icsici anes mm eipniasiscenatiginigidinaaiameLan Do. 
Clarence M. Young, member *_........... .. 1.2 he Republican. 
1947: 
James M; Bendis; Chairman... 3.5.3 ee bk Democrat. 
Ouwrnld ByONViCO CRA OD aoipp ceteryepeiinch mein pilin cimdicip ete Republican. 
Be I ks Tn cel sueminsticeme Bepenilite Democrat. 
SURE RPE EO aos sah ecg ce Seb coaere tec acces laa apenas nemperiond Do. 
Clarence M. Young, member *_.........- ed Republican. 
1948 : 
Jonenls J. Of Connell, Ciseiermiare © cas a heared Seeds ets Democrat. 
Cameras BEV TL, WiC Ca as orice nnhntee punta Republican. 
PE I rit reectrretiee at cena t an cnamanandtoiperapamenet ener ee Democrat. 
Harold A. Jones, member‘... eee Republican. 
Russell :B: Raams, member *o.- 5 ee eee Ds Democrat. 
1949: 
Joseph deO’Connell, Jr., Chairman... nncg—eniinn postions Do. 
oer Vnner Serene 'V TOUD © ROE Oe ok ae Republican. 
Joa Tine) emibePe aS ee Se ee Democrat. 
Herold: A. Jones; members ons ss ce eli Republican. 
1 RAISING), Eo, AMRIT TUTE tected ceneelengreciincetrrendipin wok punliiaibielal Democrat. 
1950: 
Drei vr. meeeeines, Ce ne ne eee Do. 
Oswald Ryan, Vice Chairman..__—~.0 ne Republican. 
I i csiee gscitecensi catenins centinneee ntiebapiinin coanegc aaal Democrat. 
TISTORG B.. 1 ORE. TROT DOES . ccteeeeeeineieiwtbwnsesniekbuon . Republican. 
TOURED his PRMU ORI TIN os scceenenniin oaainhninathegnaestiiameens cenit Democrat. 
1951 : 
Donald W. Nyrep, Chairman. oi Joo Do. 
Oswald Ryan, Vice Chairman_.__-.-.------_..-....-.-_---. Republican. 
II I cacscsusncarissicsnesapnensim hice scientist Democrat. 
SEIU IRIE... sstiscnstapininitstieicetcapenioaina tinallidiinemaniaralCanainata Do. 
oR oy, AB CRS SY Bk BE AP Sl hn a Republican. 
1952: 
Oswald Ryan, Cheisttan....2 .iibiind oo cecidiiiiienud ali Do. 
UI Tn ta a tae ea lca Democrat. 
SE 7 ee CS. cans mo meengupedineideasiaamiebeans Do. 
“ Cin e-Ue y I eb meinen Republican. 
53 2 
Cres Se CID ooo intiniencnnnnanntieneieentin Do. 
Harmar D. Denny, Vice Chairmen... .icntncseonsanannsions Do. 
ee terre ee ag ip ag ac omamemserehnte Democrat. 
J0neum 2 Agee membensio i. 2 i ee ee ; 
‘is Chan @uaneg, mermberss 2. isco es eels Republican. 
D4 
Ce I I stiniecinaehanae Do. 
Hater, Denny, Vice Una Do. 
CI a iio cic venience crannies eetaee Do. 
ROT I ici tae Sate Di ee bt een Democrat. 
OR Be I TIO iste nicnsineniseniinernindlasilinciiadninicpiibidinees Do. 


*2Edward Warner, Vice Chairman, resigned as a member of the Board on Sept. 20, 1945. 

'James M. Landis took office as Chairman on June 19, 1946, having been appointed to 
fill the unexpired term of L. Welch Pogue, who resigned as Chairman of the Board. 

*Clarence M. Young took office on Feb. 21, 1946, having been appointed to fill the 
Unexpired term of Edward P. Warner, who resigned from the Board, 

5 Member of the Board until Oct. 14, 1947, the effective date of his resignation. 

* Assumed office Apr. 6, 1946. 

7 Assumed office Mar. 29, 1948. 

® Assumed office May 13, 1948. 


77632—57—pt. 1, vol. 317 
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Chronological list of all members of the Civil Aeronautics Board since 1988 by 
name, date, and political party—Continued 


1955: 
Ross Bisley, Chairman. geese ee Beem: 
Joseph P. Adams, Vice Chairman ______________________.____. Democrat. 


1945-55 : 
15 different members 
8 different chairman 


t 
7 Democratic majority 
1 evenly split 
3 Republican majority 


Mr. Gewrrz. Here is again something that we proposed to go into 
later by reason of the fact that there were allegations made that the 
Board most recently has been prejudiced. And this shows the various 
political complexions of it. 

Mr. Maerz. How much does it take to prosecute a certificate ap- 
plication before the Board ? 

Mr. Gewirtz. Considerably less than it takes to run a public rela- 
tionscampaign. I do not know. 

Mr. Maerz. Would you say it might take as much as a quarter of 
a million dollars ? 

Mr. Gewirrz. It could take as much as a quarter of a million and as 
little as $25,000. I think figures were submitted in the hearings on 
S. 2647 which showed that some of the amounts of money involved in 
the regional cases in which the local service airlines were originally 
certificated ran as little as $26,000 to $40,000. 

Mr. Mauerz. $26,000 to $40,000 ? 

Mr. Gewirtz. Yes. 

Mr. Materz. Do you or do you not regard it as significant that 126 
carriers just did not follow through with their certificate applications! 

Mr. Gewtrtz. Oh, I wouldn’t regard it as significant unless I knew. 

a — One hundred and twenty-six applicants did not follow 
through. 

Mr. Gewrrtz. I wouldn’t regard it as significant unless I knew 
when they withdrew, Mr. Maletz. I wouldn’t regard it as significant 
unless I knew when they withdrew. Lots of applications are filed, and 
nothing is done with respect to them. You would need really an 
analysis there of the 126 that were withdrawn or dismissed for want 
of prosecution. I do not know how many were withdrawn and how 
many were dismissed. 

Mr. Maerz. Have you made that analysis? 

Mr. Gewrrtz. No; but we would be happy to make it for you. 

Mr. Maerz. I certainly would appreciate very much your making 
an analysis with respect to each of these 126 applications that were 
withdrawn similar to the analysis you have made with respect to the 
38 that were denied. 

Mr. Gewirtz. We will do that. 

(The information is as follows :) ] 





The question was asked as to “how much it costs to prosecute a certificate we 
application before the Board, and (to supply) * * * a breakdown for the past ma 
5 years.” the 

There is provided herewith a table, offered by the CAB in hearings before cre: 


the Senate Interstate and Foreign Commerce Committee on 8S. 2647, showins 








oe Oo VS 
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the cost to local service carriers of prosecuting the applications for certificates 
of public convenience and necessity. You will note that the two columns show 
the amounts claimed by the carriers as contrasted with those allowed by the 
CAB in the Final Mail Rate Case (appendix M). 


(Hearings, 8. 2647, appendix CC] 


TaBLE No. 2.—Costs of loval service air carriers in prosecuting their applications 
for certificates of public convenience and necessity 











Certificate costs 
Carrier Claimed by | Allowed by 
the carrier CAB in final 
mail rate 

A Di ihr ii edinincmimntintniaiittaniaginitin $15, 165 $15, 165 
Allegheny (formerly All American)......._....-...-.-.--..-..--.--..-.-- 65, 814 23, 107 
ae Bilas ta cided ocean cthebtg ipa haapeerbnimpahenimeidiaaiags 886 33, 850 
COIN Tics data nttiinetitateado aire-winaeree as cntseaiainceteane tecmucwansbaecaeiga ica nse eke 
CRATE ToS al kha Sh mck aid bth sd ldetnelichd went denteinih occkicicide cliente 8, 519 5, 990 
NO ait aiindaneiickn iabinitonc lL nadgtcbddmitiphatundigjitedenbetgil 55, 825 40, 543 
FRG Sischtceth cite bt deddainsAblcnen ah bids ddblbnddncethddabamlblonhaaaie 1 12, 437 
ON rea nied snhidichaddicnsdscudhininin psdiibinteiaaibeibenetdencdiinia 112, 66, 133 
Rie CII icc ccsiectehsnlechr nec ncrnmmateinipnnnntenagitdeeeg dbeaanlinahtadabadiaial 89, 101 47, 231 
en oie abianhenteemehedechbnadcaineassaaned 37, 907 23, 733 
Mohawit Germnetay THOR ENIGID a a ocho on. eck db cd bic wc bese cd tsinn 68, 396 32, 024 
I cach tle thick Ltn nid. inh ta cboeinbin a bh mghigiites phtntiaesegtlcieentedl 34, 968 20, 855 
ail cla Sd lash Si si lg Secale alin etl Ninna cto aetp aero eae 118, 598 28, 204 
a he elise tread Sedcaetenlp cians aiebatncth teed tees hd hadith eine acd 4, 620 4, 620 

aasicenitaih ening mena aijilhsliphte pistes -ieliienlalttinintp in ntemiitinaianneniatemintionn (*) 1) 
Sn SER eel Iii leh loll at acetin dn cachebedarinaienbedeen ss o—teatiniena 155, 832 79, 527 

GOs pled ide thik. decks tb ticsinedphelitibedlbaeiitinnleipinppittancinnglsints (%) (®) 
a ear al Ne ne ae al ace gal 30, 406 20, 488 
Riciedlledelceastech aed Dugan dahon atbdcabe adits hdcin wkd kdarbiinibatebted 69, 061 28, 123 
ind Sheaibel 28,718 13, 728 


1 Refers to Route 49, a permanently certificated property and mail pickup route which has been indef- 
— suspended since mid-1949. 

? Claim not submitted as yet. 

on en of Challenger, Monarch, and Arizona as.a single company, Frontier, was effective June 1, 


1950. 
‘ Consolidation of Empire and West Coast as a single company, West Coast, was effective Aug. 4, 1952 
5 Florida’s certificate authorization was terminated effective Mar. 28, 1949. 
‘ Certificate costs listed for Frontier represent, principally, such costs for Arizona, one of the predecessor 
companies, as well as such costs related to prosecution of the merger proceeding referred to in footnote 3. 
’ Mid-West’s certificate authorization was terminated effective May 15, 1952. 
' Final mail rate not yet concluded. 
* None claimed. 
‘© Wiggins’ certificate authorization was terminated effective Aug. 1, 1953. 

Mr. Roprno. Will you continue ? 

Mr. Materz. Would you also indicate how much it costs to prose- 
cute a certificate application before the Board, and you might get a 
breakdown for the past 5 years, if you would. 

Mr. Gewrrtz. We will be able to do that with respect to some of 
the subsidized carriers. 

Mr. Scorr. Like the cost of a subsidized columnist or subsidized 
lobbyist. 

Mr. Gewrrrz. I said at the outset that it is cheaper to conduct a pro- 
“a before the Board than to run a public relations campaign. 


Mr. Scorr. I just wanted to get that straight. 


Mr. Gewirtz. Much cheaper. 

Mr. Quieter. And more effective, too. 

Mr. Gewirtz. We have seen a picture of the 1955 route map, and 
we have seen pictures of the various components that have gone in to 
make it up. And it seems to have been done within the framework of 
the Civil Aeronautic s Act of 1938, and the intentions of the Board to 
create the kind of network of routes that was created. 
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I do not propose to quote from this, but I would like to direct the 
committee’s attention to the Board’s undated answer, to Chairman 
Celler, of his letter of August 8, 1955, in which he raised certain fairly 
voluminous questions about the Board’s activities and what they had 
done in various fields, including the field of freedom of entry and com- 
petition. 

On pages 4, 6, and 10, the Board sets out at some length, its feeling 
that it had done a very significant job in bringing about the kind o 
competitive industry that had been intended under the principles of 
the Civil Aeronautics Act and at page 10, 1t says: 

In summary, therefore, it is our judgment— 
that is the judgment of four members of the Board excepting Member 
Col. Joseph Adams— 
that over the years substantial progress has been made toward bringing about a 
greater degree of balance in route systems, thereby extending the area of effective 
competition and reducing and eliminating the dependence on subsidy support. 

And the Board then hopes that it will continue to be able to do that. 

It also makes the further statement that— 
what is meant and what has been meant by the assertion that the Board has 
denied entry of nongrandfather carriers into trunkline competition is that as 
competition has been added to the most profitable routes in the country, such as 
New York-Miami, the leading segment in the country, the Board has thus far 
selected an existing carrier in preference to a new applicant. 

Those are significant because a lot of testimony of the Board which 
we read in the transcript seems to forget that a letter of this size was 
ever written in direct response to some of the inquiries that were made. 
This letter, I believe, was signed by the then Chairman of the Board, 
Mr. Ross Rizley, and represents views of his which do not seem to have 
been reflected on the record when he testified here. 

That, I assume, is a matter of record, and will be included in the 
printed hearings. 

Mr. Materz. It is in the record. 

Mr. Gewtrtz. It is most important. 

Mr. Scorr. I think he would rather be referred to as the last Chair- 
man of the Board and as Judge Rizley. 

Mr. Gewrrtz. I will so snc my testimony. — 

Mr. Scorr. They do not die when they leave the Board; they really 
begin to live. 

{r. Gewrrtz. What sort of a picture would you get in air transpor- 
tation if you did not have an acte 

Mr. Quietry. Did not have what? 

Mr. Gewirtz. If you did not have an act. Or to put it differently, 
what sort of a route map would you get if you had authorizations 
extended on the basis of the routes that provided the greatest poten- 
tial profitability? You do not have to look too far for the answer. 
In fact, you don’t even have to draw a hypothetical chart or ask 4 
hypothetical question. All you have to do is to look back, and here 
I believe we are looking back about a year, or a year and a half, at 
a typical large irregular operation. These are the operators and this 
is one particular operator, just drawing on his pattern, who was given 
the opportunity to fly on a nonscheduled irregular infrequent basis. 

Well, what routes did he choose to fly? He chose to fly, of course, 
the richest routes in the country, the long-haul routes, the expression 
that has been used and it may be trite, but it still is true, the routes 
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that “skim the cream” of the traffic flow—New York, Chicago, San 
Francisco, Los Angeles, Dallas, New York-Miami, Chicago-Miami. 
A typical large irregular operator in about 1953 and 1954 served about 
seven cities. The pattern has not changed very much since then. 

The certificated airlines with whom this typical large irregular 
operator competed and in this instance it would be American, TWA 
United, Eastern, National, and Delta, those airlines served a total of 
900 cities, not all of them had the length of route that is contained in 
the large irregular pattern. : 

Mr. Harkins. Could I interrupt? We have this chart in this 
pamphlet, do we? 

Mr. Scorr. It is in here. 

Mr. Gewrrrtz, It is chart No. 9. 

Mr. Hargis. Thank you. 

Mr. Gewrrrz. Excuse me for not mentioning it. I was planning to 
skip over it and return to it. 

Not only does the certificated carrier with whom the large irregular 
competes not have the long-haul routes, but it has in addition to that 
the disabilities that come as we have explored at some length before, 
with some of the shorter haul segments. 

In addition to that, what you have is a comparative difference, a 
tremendous difference in trip length. 

Mr. Materz. Who is this typical large irregular ? 

Mr. Gewrrtz. This typical large irregular was either North Amer- 
ican or Sky Coach, a combination of large irregulars, who hold them- 
selves out at least to the public as a single operation. 

Mr. Materz. How many planes does North American have all told, 
do you know ? 

Mr. Gewirrtz. Now? 

Mr. Materz. Yes. 

Mr. Gewrrtz. I donot know; maybe 8 or 9, maybe 10. 

Mr. Materz. How many planes does Sky Coach have? 

Mr. Gewrrtz. Probably about the same number; maybe a little 
more. 

Quite a few planes, if you are flying DC—6—B’s, nonstop between 
New York and Los Angeles, and only utilization you have to get is on 
that, as they advertise. 

The comparative length of average passenger hop which is what 
makes a great deal of difference in terms of whether you are getting 
net or not net. In the instance of the large irregular it runs about 
1,667 miles. The average runs about 525, 540, in the instance of the 
certificated carriers. 

Mr. Marerz. Is it true that until 1952, certificated air coach was 
limited to long-haul, high-density markets / 

Mr. Gewirrz. I do not know the exact date but I would be inclined 
tothink that at the outset it was limited to such markets. 

Mr. Maerz. If that is correct, then were not the certificated car- 
ners themselves skimming the cream, using the phrase that you used, 
when they limited coach to these markets ? 

_Mr. Gewrrrz. It may be that they were in those days. At the same 
time that they were providing that coach service between the principal 
high-traffic markets, they were also providing service to some of the 
other points which has never been provided by any of these large 
Irregulars, 
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I think that is an interesting time to show you the existing char 
which is chart No. 15, present United States scheduled certificat 
airline coach tourist service, and please have ready chart No. 15A. 

Let us get to that point which you have raised immediately, Mr. 


Mr. Materz. Yes, sir. 

Mr. Roptno. Is this going to Newark, N. J., on it? 

Mr. Gewirtz. No. That is terrible. We will have to correct that, 
Mr. Rodino. It has Pittsburgh on. That is about as close as we 
can get to Harrisburg. 

This is the United States scheduled airline coach tourist service 
pattern of today, or I should say as of July 1955. Whether they 
did less than this in 1952, may be important. Nevertheless by the 
same token what you have today is scheduled coach and tourist 
service to 65 cities and 407 city pairs. 

How about these same fellows that were busy operating this 7-city 
proposition back in 1951 and 1952? Let us see where they have 
gone. And in that let us look at the same large irregular combine. 

This is the one we looked at before. 

Mr. Treron. While that chart is being set up, I have been asked 
to say that one of the scheduled airlines moves DC-7’s out of Newark. 

Mr. Roprno. He mentioned Newark because I noticed that Con- 
gressman Scott left the room and I imagine Philadelphia was 
mentioned. 


Taste 15A.—Typical traffic flow pattern of nonscheduled airline syndicate, 
calendar year 1955 


City pairs :? Passengers 2 
CRD SEE hh alk des 664 
COU I i i hia ein ph ici clita inte dsteditilccicids Siaeci bib Seach ica dade 
CO i ae wasn aan 
TU en Euan 2, 373 
ee eee ee 2, 043 
Tern a ae Le ee 605 
Tate: Wee oh te le gt 103 
TsO Ta ca cae iti li BS 656 
00 a  eaisls eens bani 266 
Tse em Sar On eo Ee econ nes 1, 864 
TD aad adn bs en ee ae 6, 581 
GW ee I a es eT eames & 

ROPE rN hai 1,172 


‘Includes only city pairs (18) served more than 8 round trips during the year. This 
is 99.44 percent of total traffic. 
Average number of passengers per month. 


Mr. Gewirtz. This is a typical traffic flow of that same large irreg- 
ular combination that we showed before serving seven cities. What 
we have in calendar 1955 is essentially a flow from Los Angeles to 
Chie ago, from Chicago to New York—there is a table that accompanies 
a to show you the monthly passenger figures—and from New York 

jami. 

This particular carrier served only 13 pairs of cities last year, more 
than 8 round trips during the year. There have been no significant 
differences, and yet the certificated airlines, with the opportunities 
to expand have expanded. It is conceivable in 1952 that there were 
limitations which were based upon some logical factors. 

These fellows have more planes today than they had in 1950 and 
1951, yet they still choose to operate within the skim creaming oppor- 
tunities that they did 5, 6, 7, 8, 10 years ago. 
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Mr. Maerz. This North American combine, I think, has applied 
for certification to various of those points, and presumably in their 
application for certification—I don’t know that this is correct or not— 
but presumably they have indicated a willingness to serve the small 
towns en route; isn’t that right? 

Mr. Gewirtz. I donot know. I would not want to get into the same 
sort of semantic difficulties on what constitutes a small town as we 
did on what constitutes trunklines. 

Mr. Materz. I believe that testimony indicated that certificated 
carriers do serve the small towns. 

Mr. Gewirtz. I know of no city to which North American has 
applied for service that would under any definition constitute a 
small town. 

Mr. Materz. Didn’t North American indicate to the Board in its 
pleadings that it would be agreeable to having any condition attached 
to a certificate of public convenience and necessity, including a con- 
dition that it serve the small towns en route to various cities it desires 
to serve ¢ 

Mr. Gewrrrz. I do not know. I do not represent North American. 
But I would assume that everyone who files an application puts a last 
paragraph in that says that “We will serve anything you give us.” 

By the same token the way in which you look at the application, is 
to see what they asked for. And they have asked, I believe, in all 
of their applications, all of those which have been denied for lack of 
fitness, they have asked in those applications for a total of some 21 
= 23 cities, all of which fall within the top 30 cities in the United 

tates. 

Mr. Materz. I think you have pointed out, Mr. Gewirtz, that with 
respect to a number of small towns, the traffic generated is so low that 
only one carrier can profitably serve such points. And, therefore, 
isn’t it readily understandable and economically necessary for a new 
applicant to file an application to serve the densest points? 

Mr. Gewrrtz. It is logical to want to get the best and start at the top. 
That is in the tradition of our American civilization. 

By the same token, there are more than 20 or 30 or 50 or 100 cities 
that constitute profit cities. There are 695 airports or about. 755 cities 
served domestically in the United States. 

Mr. Maerz. How could any carrier break into the principal 
markets without seeking to serve only the principal points? 

Mr. Gewirrz. Let us look at how the:local service airlines got mto 
the business, as long as we are talking about violating the law and 
not violating the law, and finding it necessary to start at the top, 
Mr. Maletz. 

Mr. Materz. Is it your suggestion that the Board certificate for 
the principal routes only those who have been previously or given 4 
certificate as local service carriers ? 

Mr. Gewirtz. Are you asking me ‘a question. about. carriers gel- 
erally or about North American ? 

Mr. Maerz. I am asking you a general question. 

Mr. Gewirtz. In mean you are asking me whether you have got 
to operate in order to get certificated ? i + 

Mr. Maerz. If I may reframe the question. Is it your positiol 
that only the local service carriers be given principal routes and that 
no new carrier should be given principal routes? 
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Mr. Gewirtz. That is not my position. 

Mr. Maerz. That is necessarily your position, from the argument 
that you are making. 

Mr. Gewirrz. You just asked me a question. I said “No.” 

Mr. Materz. Will you explain 

Mr. Gewrrtz. I am merely saying that the local service airlines 
have a better right conceivably to “have a leg up on those routes than 
someone who has not suffered through the vicissitudes that they have. 
And almost every one of them, I would submit, every local service 
airline started out as either a fixed base operator or nonsked. So 
this nonsense of having to be in business in order to demonstrate by 
violating the law that > you are entitled to get into it legally, is non- 
sense. It has not been true with respect to those newly certificated 
carriers, and it need not necessarily be true in order to prove a case. 

The only point I am making here is that what you have with regu- 
lation is the kind of 1955 coach route pattern that was developed by 
the certificated airlines in many instances in which there is no non- 
scheduled competition at all. 

And in the international field, tourist service and coach service 
was developed before any carrier had any ideas of flying across the 
Atlantic for $100, or flying into Luxembourg. It goes back many 
years and it was done by U Jnited States certificated carriers over the 
objections of the carriers of foreign countries. 

And the fares on those international routes would be lower were 
it not for the objections that had previously been raised. 

This business of pioneering and initiative is not necessarily mo- 
nopolized by people who are not in the business and who are se -eking 
to use it as an excuse to get in. 

Mr. Matetz. Is it or is it not correct that some years ago the presi- 
dent of American Airlines testified before a congressional committee 
that air coach was not practicable ? 

Mr. Gewirtz. Well, I don’t know. If you have got a quotation up 
there to that effect. 

Mr. Materz. I do not have that quotation. Do you recall any such 
testimony ? 

Mr. Gewirtz. There is about a period of 2 years when I was out 
inthe West. I didn’t hear anything. I really don’t know. 

Mr. Rocers. You mean out West you did not hear of anything? 

Mr. Gewirtz. I do not know, Mr. Maletz. 

Mr. Materz. You are unaware of anybody in the certificated in- 
dustry taking the position before a congressional committee that 
aircoach was impractic able? 

Mr. Grewrtrrz. I could conceive of the fact that in 1948 and 1949, 
and even as late as 1950, that at that particular time it would have 
been—well, certainly in 1947 and 1948—it would have been impractical 
to have gone into the aircoach business based on certain circumstances 

which were then extant in the industry. 

So that if the statement were made about those years, it is entirely 
conceivable that it was made, if it was made and that it could have 
been made logically. 

Mr. Materz. Is it not correct that shortly after the Civil Aero- 
nautics Act was passed, it was the philosophy “of some of the members 
of ATA to charge all that the traffic would bear? 
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Mr. Gewtrrz. Well, this may surprise you, Mr. Maletz, but in 1940, 
just before the war started, United Air Lines operated a coach service 
between San Francisco and Los Angeles. And they stopped operating 
that coach service because their fleet was almost entirely taken over 
by the Army and their priorities with respect to their existing do- 
mestic aircraft made it impossible for them to operate any low-cost 
service. 

Mr. Maerz. That does not answer the question, Mr. Gewirtz. 

Mr. Gewirz. Obviously, it answers it, because your question was 
directed to the fact that member airlines of ATA individually were 
interested in only whatever they could pick up in terms of dollars and 
cents regardless of the excessive nature of the charge. 

Mr. Materz. I direct your attention to a letter dated December 2, 
1938, by Mr. Jack Frye to Mr. W. A. Patterson, together with a mem- 
orandum dated December 12, 1938, and quoting from Mr. Frye’s letter, 


a rather lengthy one—I will just quote excerpts: 


I do feel, however, that as a general rule, we should keep our rates as high 
as the traffic will bear so long as it is costing us as much to provide the service 
as it does at the present time. 

I am also somewhat concerned that, as the industry receives improvement in 
its mail pay, it will dissipate this additional pay through providing more free 
services and reducing its rate for other services to the extent that over a period 
of time we will find ourselves back in the same condition we are in today, of 
having to have more airmail pay in order to show a profit. 


This memorandum of December 12, 1938, by Edgar S. Gorrell, 
resident of ATA, Traffic and Sales Memorandum No. 51—Subject: 
WA’s Experience in Rate Reductions reads: 


At the Galveston annual meeting last month, Mr. Jack Frye presented figures 
as contained in the attached letter from him to Mr. W. A. Patterson, dated 
December 2. This subject warrants your considered study and thought. We 
have Mr. Frye to thank for making this letter available. 


At this point, I offer in evidence these two letters, Mr. Chairman. 
Mr. Roptno. They will be made a part of the record. 
(The letters dated December 2 and 12, 1938, are as follows :) 


AIR TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., December 12, 1938. 


TRAFFIC AND SALES MEMORANDUM No. 51 


Subject: TW4A’s experience in rate reductions. 
To: Traffic Committee and Heads of Airlines (copy to each). 

At the Galveston annual meeting last month, Mr. Jack Frye presented figures 
as contained in the attached letter from him to Mr. W. A. Patterson, dated 
December 2. This subject warrants your considered study and thought. We 
have Mr. Frye to thank for making this letter available. 


Sincerely yours, 
Epear 8S. Gorrect, President. 


DECEMBER 2, 1938. 


Mr. W. A. PATTERSON, 
United Air Lines, Chicago, Ill. 

Deak Pat: I make a talk at the Galveston meeting of the Air Transport Asso 
ciation concerning our views in connection with passenger rates. I quoted cer- 
tain figures from notes that I had with me and Ray Ireland asked if I would 
supply him with this information. I received a wire yesterday from Mr. Willcox, 
asking for the same information for use in connection with the temporary educa 
tional rates hearing before the Authority. 
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I would like to make it clear that my talk and these figures were not designed 
to be used in this particular case as I am not well enough acquainted with the 
details of Croil Hunter’s problem to attempt to say what he should do. I do 
feel, however, that as a general rule, we should keep our rates as high as the 
traffic will bear so long as it is costing us as much to provide the service as it 
does at the present time. 

I am also somewhat concerned that, as the industry receives improvement in 
its mail pay, it will dissipate this additional pay through providing more free 
services and reducing its rate for other services to the extent that over a period 
of time we will find ourselves back in the same condition we are in today, of 
having to have more airmail pay in order to show a profit. 

Our company, I believe, has done its share of bringing about rate reductions 
in the past, so that when I take a position of opposing a continued reduction 
in rates, I am doing it with some background of experience. 

I feel that rates should bear some relation to the cost of performing the service 
and that when we take an airplane that normally carries 21 passengers com- 
fortably and convert it to a 12-passenger sleeper or a 14-passenger sky lounge 
or some other arrangement which usually is designed only to offer greater luxury 
in order to secure competitive business, that this greater luxury should carry 
with it an additional charge which bears some relation to the difference in seat- 
mile cost. 

The notes that I used at Galveston are outlined below: 

1. TWA’s past experience in rate reductions : 

(a) A substantial part of the increase in passenger business resulting from 
rate reductions is secured by taking it away from competitors. Note November 
and December 1936 when TWA showed increases of 12.5 percent in November and 
3.8 percent in December while UAL decreased 14 percent in November and 25 
percent in December and AA decreased 1 percent in November and 13 percent in 
December. 

(0) Temporary reductions and excursion rates effected by one line even 
locally usually result in some permanent reduction in fares over a widespread 
area. 

(c) TWA local rate reductions reduced rate average from about 0.065 per mile 
in 1934 to 0.06 in 1935. 

(d) Scrip plan originally instituted by American Airlines, was adopted by 
TWA January 1, 1936. This, plus the reduction in rates to Federal employees 
equivalent to rail reductions, June 2, brought average rate from approximately 
0.06 per mile to 0.056 per mile. 

(e) Special winter reductions through winter, 1936, reduced rates from 0.056 
to 0.049. 

(f) Rate revision, spring of 1937, reduced the regular rates from 0.056 in 
spring of 1986 to 0.052. 

(7) Special winter excursion fares, 1937, from 0.052 to 0.049. 

(h) Rate revisions, spring 1938, brought rates to 0.0528. 

2. The following factors should be considered in comparing the effect of re- 
ducing rates in air transport operation with reduced rates for other service. 

The basie operating cost of the airplane does not permit the independent 
operation of a great volume of service at low rates at a profit. 

Other elements than price enter into the use of air transportation, such as fear 
and the matter of dependability during periods of bad weather, ete. If price 
was the solution to volume traffic, we should be hauling many more of the people 
who use the extra-fare trains, as our round-trip rate New York-Chicago is $9.10 
less than the rail fare after reasonable allowance for meals and tips. Our trans- 
continental round-trip fare is $25.80 less than the extra-fare train not consid- 
ering such trains as the Super Chief, where the extra fare is some $16 more. 

3. Estimated results of reducing passenger fares 20 percent against maintain- 
ing present fares on TWA’s present route and schedules. 

_ It is believed that on our system, a load factor of 67.5 percent for the system 
is the practical maximum capacity at which we can operate. 

We estimate that if our fares were reduced 20 percent January 1, 1939, we 
would operate at a 65 percent load factor for the year 1939 and at a 67.5 percent 
load factor during the year 1940 and during subsequent years. 

On the basis of maintaining our present fares, our net result with a 52 percent 
load factor is the same as with the reduced fare with our service sold out at 
67.5 percent load factor. 

With the reduced rate, we have sold our total present production of seat-miles. 
With our present rate, we still have enough capacity without adding further 
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schedules or further expenses to increase our revenue over $144 million a year 
before our capacity is sold out. 

In view of the fact that the industry has shown an increase of approximately 
20 percent in seat-miles sold each year over the previous year for the past 5 years, 
it seems to me that it is much better to operate at the present time reasonably 
well below capacity, with the opportunity of absorbing the normal increase in 
volume, without the necessity of adding further operating expenses. 

4. Recommendations: 

(1) Increase of base fares where possible from the standpoint of competition. 

(2) Increasing the extra fare on schedules where sleeper accommodations and 
other accommodations are provided. 

(3) Increase in berth charges. 

(4) A general industry advertising and publicity campaign to educate the 
public concerning the reasonableness of present fares, and the advantages in 
time saved. 

Since these statements were made and these figures were used in my statement 
at Galveston, I have no objection to you, or anyone else in the industry, using 
them in any way that may be helpful in attempting to arrive at a proper deter- 
mination of the rate problem. 

The figures that I have used above, outlining our capacity in dollars and cents, 
are net figures after taking into consideration the additional cost of occupied seat 
miles. 

With kindest regards, I am, 

Sincerely yours, 
JACK FRYE. 

Mr. Materz. Is it or is it not correct, that some time ago, at least 
in 1958, it was the policy and the practice, at least of some airlines, 
to charge all the traffic could bear? 

Mr. Gewrrtz. May I look at those letters? 

Mr. Maerz. Yes, indeed. 

Mr. Gewrtrtz. I would only point out at this time that those letters 
were written — 

Mr. Maerz. 18 years ago. 

Mr. Grewirrz. Five months after the act was passed, and certainly 
in 1956 can’t represent any suggestion of policy, some 18 years later. 

Mr. Materz. Is it not correct that Mr. Jack Frye at that time was 
the president of TWA ? 

Mr. Gewirrz. I think so. 

Of course, the letter is a matter of record, but there certainly are 
some fascinating things in it, Mr. Maletz, that I think the members of 
the committee would be interested in, in the question of the type of 
airplanes that were being flown, the fact that there were sleepers being 
provided, past experience in rate reduction and so forth. The fact 
is that it should be considered in comparing the effect of reducing 
rates in air transport operations with reduced rates for other services, 
the estimated results of reducing passenger fares 20 percent against 
maintaining present fares, the recommendations that are set out—and 
so forth and so on. 

I know the committee will certainly examine this letter with great 
interest when it appears in the record, but I think in the context 
of the question you are asking me, they should be familiar with all 
of the letter instead of just the one statement. 

Mr. Maerz. Any explanation? 

Mr. Roprno. You have no comment ? , 

Mr. Gewirtz. I have no comment on a letter that was written iD 
December 1938. 
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Mr. Materz. One more question: I recall that both you and Mr. 
Markham testified there were no instances where members of ATA 
did actually discuss as between themselves levels of rates. 

How is that testimony to be reconciled with Mr. Frye’s letter, 
together with Mr. Gorrell’s letter? 

Mr. Gewirtz. Let the record show that Colonel Gorrell is dead. 
I do not know the answer to that question. But I am quite sure that 
even if some rule didn’t exist in 1948, that Mr. Markham was extend- 
ing his memory as far as he could and very well, I think. But I don’t 
know of any. Was there anything? I don’t think the regulations had 
been written by then. 

Mr. Marxuam. My testimony was limited to my own knowledge, 
which goes back only something over 12, instead of 18 years. But 
I have seen that letter, since it was pulled out of the file, and I am 
not sure that that indicates any discussion among the carriers of the 
level of rates. I think it may simply be a case where Mr. Frye thought 
that it would be of interest for other carriers to know the experience 
that they have had in experimenting with rate reductions. 

I don’t think it necessarily follows from that letter that there were 
any such discussions at that time. Certainly, Colonel Gorrell’s me- 
morandum transmitting it was as noncommittal as it could have been. 

Mr. Maerz. Let me ask you this question then: Is it the practice 
and policy of ATA, to transmit to all of the members of ATA, pro- 
posals with respect to rates made by individual members? 

Mr. Marxuam. Not within my knowledge, no, sir. 

Let me amend that: I am sure that you are aware of the exception. 


Mr. Materz. Not speaking 
Mr. Marxnam. The Tariff Bureau under the procedures which 
were set up My agreement, the Tariff Bureau does under some circum- 


stances circulate notice of the instructions that they have received, 
bnt I think our comment was not directed to that mechanical process. 

Mr. Materz. That is right. 

Mr. Harkins. Mr. Gewirtz, you have shown us some charts of 
typical large irregular carriers and you have indicated that the charts 
represent either North American or Sky Coach—is that chart a 
composite ? 

Mr. Gewrrtz. It is a chart, I believe, essentially of North Amer- 
ican’s operations. 

Mr. Harkins. In 1953, you had an analysis made of North Ameri- 
can’s exhibits in CAB docket 5132, did you not? 

Mr. Gewrrtz. It would have been logical to have done it. 

Mr. Harkins. I have a document here, Mr. Chairman, which I 
would like to introduce in the record, dated September 21, 1953, and 
it is from Grahame Aldrich to Stanley Gewirtz, and the subject is 
North American Airlines, Inc. 

The following statements concern North American Aviation, Inc., its economic 
exhibit identified as exhibit No. 1, CAB Docket No. 5132, and certain implications 
contained in the present report of the Senate Small Business Committee. 

I want to introduce all of this document into the record. And it 
contains many schedules analyzing the exhibits of North American. 

Mr. Gewrrtz. On behalf of a successful petitioner in the court of 
appeals for California would you rephrase that to say that it is North 
American Airlines, as distinguished from North American Aviation? 





1682 |= MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Harkins. Certainly, if I made that mistake, I humbly apolo- 
ize. It is North American Aviation, Inc.,That is what I am reading 


rom. 
Mr. Gerwirz. Is that what it says there? 
Mr. Harkins. This is your document? 
Mr. Gerwitz. Even we were misled. 
Mr. Harkins. Maybe you were misled. 
(The letter file dated September 21, 1953, is as follows :) 
SEPTEMBER 21, 1953. 


To Stanley Gewirtz. 
From Grahame Aldrich. 
Subject: North American Airlines, Inc. 

The following statements concern North American Aviation, Inc., its economic 
exhibit identified as W. & F. exhibit No. 1, CAB Docket No. 5132 and certain 
implications contained in the recent report of Senator Thye’s group in the 
Senate Small Business Committee. 

(1) If North American had operated as a scheduled carrier in 1952 according 
to its proposed routes, additional airline service would have been provided between 
31 specific pairs of cities. (See schedule No.1.) All of these pairings are pres- 
ently served by the domestic scheduled airlines. 

(2) Such an operation by North American would be most profitable. The 
average length of the passenger trip, measured from 1952 scheduled traffic, is 
902 miles—a quantity which far exceeds the average length of passenger trip 
on any existing domestic scheduled airline. Specifically, United Air Lines 
recorded an average length of passenger trip in 1952 of 665 miles. A similar 
statistic for Trans World Airlines is 765 miles. 

(3) North American’s exhibit indicates that revenue passenger-mile traffic 
on their proposed routes account for 27 percent of the scheduled domestic volume 
in 1952. North American further states that those routes will increase their 
relative share of the national volume from 29.6 percent in 1956 to 31.6 percent 
by 1975. This is a flagrant understatement. In 1952 the proposed routes of 
North American carried 15.4 percent of scheduled revenue passengers and 38.6 
percent of the scheduled revenue passenger-miles. (See schedule No. 2.) It 
therefore follows that more than one-third of the domestic revenue passenger- 
miles of the scheduled airlines will be exposed to an airline sevirce which is 
both inexpensive and inferior if North American obtains CAB approval to operate 
its proposed routes. Obviously, this carrier wishes to avail itself of a “ready- 
made” airminded market. 

(4) Present flight equipment of North American is totally inadequate to 
provide service for the volume of traffic shown in their exhibit for the year 
1952. The carrier operatess 2 DC3’s and 5 DC4’s. Moreover, if North American 
is to achieve its estimate of 992.9 million of revenue passenger-miles by 1957 
it must acquire 10 additional DC3’s and 23 additional DC4’s, or their equivalent. 
The foregoing statement assumes that North American will operate all seg- 
ments less than 400 miles distant with DC-3 equipment and the remaining seg- 
ment with DC-4 aircraft. The statement also assumes that North American 
will achieve 10 hours daily utilization on its DC-3 aircraft and that block speed 
will average 147.4 miles per hour accompanied by 21.3 available seats per flight. 
A similar assumption is made regarding utilization of DC-—4 equipment, to- 
gether with an average of 58.9 seats per flight operated at an average block 
speed of 192.6 seats per hour. 

(5) A genuine danger to the scheduled airlines exists by virtue of North 
American’s “stabilized estimate” of annual revenue passenger-miles (p 
158 of North American exhibit). This carrier assumes a constant annual traffic 
volume of 992.9 million revenue passenger-miles from 1957 through 1975, in- 
elusive. Such an assumption places North American in a favorable light for it 
enables the carrier to establish beyond doubt that the North American share 
of the scheduled airline market will decline from 20.9 percent in 1957 to a 
mere 5.6 percent by 1975. Implicit in such an assertion is the fact that ample 
room exists for any person or organization to enter the scheduled air-transport 
business provided one or more aircraft can be leased or otherwise obtained. 
There is no such thing as a stable annual traffic estimate. If North American 
ean increase its intercity traffic, rest assured they will not stop when the magic 
of 992.9 million of intercity passenger-miles has been reached. 
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(6) The statements of North American which purport to prove the case for 
3-cent air-coach service are highly exaggerated. For example, considerable 
attention is devoted to the question of schedule frequency related to the so- 
called convenience of scheduled departure times as the latter exists for sched- 
uled airlines, first-class, air coach, or air-tourist fights. It is, of course, pos- 
sible to disprove the implication of inconvenience, using identical source material. 
A given flight, regardless of class of service may depart its originating station 
at an inconvenient hour. By the time the flight reaches an intermediate station, 
however, its departure time may be most convenient for the passengers boarding 
at that station. A reverse situation is also true. 

With regard to schedule frequency, North American should be required 
to set up schedule exhibits to accompany its proposed route and segment service. 
Schedule No, 7, attached, provides a definite indication of the 1952 service pro- 
vided by the domestic scheduled airlines on the proposed North American seg- 
ments. When examining this table it should be understood that the column 
headed “Annual Seat-Miles Operated” represents a reasonable estimate of the 
actual seat-miles operated over the segment indicated. For example, there were 
184 million seat-miles operated between Chicago and Detroit. Not ail of this 
space, however, was occupied by Chicago-Detroit passengers. It is obvious 
that most of the traffic which occupied the available seats on flights operated 
over this segment were not, indeed, moving between Chicago and Detroit. The 
bulk of the traffic either originated at points west of Chicago or in Chicago itself 
with destinations beyond Detroit, or, originated east of Detroit, for destinations 


west of Chicago. 
I should like to discuss the nine attached exhibits in detail as soon as your 


time permits. 


ScHEDULE 1—Minimum city pairings of proposed routes of North American 
Airlines—Relationship of flight distance between city pairings 


Pairing | 


Minimum flight distance between station (miles) sumaber | Identity of city pairing 


| Philadelphia-New York. 
| None. 
Washington-New York. 
Chicago-Detroit. 
San Francisco-Los Angeles. 
| Kansas City-Chicago. 
| Detroit-Philadelphia. 
Detroit-New York. 
| Kansas City-Detroit. 
| Chicago-Philadelphia. 
Chicago-New York. 
None. 
Washington-Miami. 
| Philadelphia-Kansas City 
| New York-Miami. 
New York-Kansas City. 
5 | Dallas-Washington. 
5 | Chicago—-Miami. 
Dallas-Los Angeles. 
| Kansas City-Los Angeles. 
| Dallas-New York. 
1,400 to 1,499 | .| None. 
1,500 to 1,599 | San Francisco-Kansas City. 
San Francisco-Dallas. 
1,600 to 1,699 | None. 
1,700 to 1,799 | | Los Angeles—Chicago. 
1,800 to 1,899 San Francisco—Chicago. 
1,900 to 1,999 : | Los Angeles-Detroit. 
2,000 to 2,099 5 | San Francisco-Detroit. 
2,100 to 2,199 None. 
Do. 
Los Angeles-W ashington. 
| Los Angeles-Philadelphia. 
| Los Angeles-New York. 
San Francisco-W ashington. 
| San Francisco-Philadelphia. 
| San Francisco-New York. 








x NOTE. All pairings confined to specific routes suggested in economic exhibit supporting proposals of 
‘North American Airlines, Inc., in CAB Docket No. 5132. City pairings requiring use of 2 or more proposed 
routes excluded from this schedule. 
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ScHEDULE 2.—Proposed area of operations—Number of scheduled domestic air. 
line passengers exposed to North American Airlines service—Docket 5132 


Estimated 1952 revenue passengers 


Percent Ex d 
Minimum distance All scheduled routes | North American proposal| passengers aes 
between stations exposed enue 
(miles) to North ea 
Cumulative Cumulative | American miles 
percent this percent this 
distance distance 


| 
| 
| 


es 


Thousands 
1, 180, 875 
5, 152, 819 25. 846 
4, 672, 775 44.915 708, 571 
3, 006, 220 57.183 816, 830 
1, 773, 150 | 64. 417 110, 888 
1, 322, 756 69. 814 208, 573 
1, 128, 680 74. 419 78, 489 
1, 199, 008 79. 311 
640, 549 81. 924 
389, 090 84. 328 
560, 174 86. 613 
1,020, 270 90. 777 
246, 271 
219. 071 
217,111 
141, 146 
161, 975 
211,474 
166, 141 
115,171 
73, 514 
81,110 
40, 923 
51, 460 
224, 952 
206, 519 
65, 427 
11, 517 ‘ 
16, 172 . 96 100. 000 
3, 208 9. 100. 000 
,000 and over 5, 636 


nen eet | enenmenneeeeeen| nessa {eeessseeeesess enmeenestenssssne 
24, 504, 562 3, 407, 100 
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1 
1 
1 
1 
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1 
1 
1 
1 
2 
2 
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2, 
2 
2 
2, 
2. 
2 
2. 
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0 
0 
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ScHEDULE 3.—Oomparison of estimated revenue passenger-miles, selected city 
pairings, year 1952, NAA, Inc., ATA 


Revenue passenger-miles 
North American route No. City pairing 


Philadelphia-New York 
Washington-New York 
Chicago-Detroit 
San Francisco—Los Angeles 
Kansas City—Chicago 
Detroit-Philadelphia 
Detroit-New York 
Kansas City-Detroit 
Chicago-Philadelphia 
Chicago-New York 
Washington-Miami 
Philadelphia—Kansas City 
New York-Miami 
New York-Kansas City 
Dallas- Washington 
Chicago-Miami 
Dallas-Los Angeles 
Kansas City-Los Angeles 
Dallas-New York 
San Francisco-Kansas City - 
---| San Francisco-Dallas 
Los Angeles-Chicago 
San Francisco—Chicago 
San Francisco-Detroit 
Los Angeles-Washington 
Los Angeles-Philadelphia 
Los Angeles-New York 
San Francisco-Washington 
San Francisco-Philadelphia 
San Francisco-New York 
Los Angeles-Detroit 


. 


533 
SSSESSESSSSRELERES 


a 


Beeesaaeg 


: Foose saconrosasaeseoxner 


seep 


gs 


3, 407, 100 


1 Source: Table A-3, economic exhibit supporting proposals of North American Airlines et al., CAB 
Docket No. 8132. 
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ScHEDULE 4.—Relationship of selected segments to March and September traffic 
revenue passenger-miles, 1947, 1948, 1949, 1950, 1952 


Revenue passenger-miles 


North American segment 


= 
= 


SSSSS2E 


San Francisco—Los Angeles 
Dallas~-New York 

Kansas City-Chicago 
Chicago-New York 
Washington-Miami_ 
Month 

San Francisco-Los Angeles 
Dallas-New York 

Kansas City-Chicago 
Chicago-New York 
Washington-Miami_ 
Month 


- — 
BS pa P Smeg 
cr 
aS 
oe 
Beppe SKB ispep 


Kansas City-Chicag 
Chicago-New York 
Washington-Miami 
Month 

San Francisco-Los Angeles. 
Dallas-New York 

Kansas City-Chicago 
Chicago-New York 
Washington-Miami 
Month 

Dallas-New York 

San Francisco-Los Angeles 
Kansas City-Chicago 
Chicago-New York 
Washington-Miami 


-_ 


Bs 


_ 
hd 


yo rS. Bly, 8, 
BESSLISEBSSSNE 


..S. eo: 


2 

Bex 

BS SSSSSESSESSSSRSSR SBE 
=e 99 


SSESSSSSSFERLES 


oR-Rpketpne Sake p 
~ 
as 
bo 


S882 


1 Not available in published form. Time period covered by this survey reduced from 1 month to 15 days. 
Source: Airline Traffic Survey, CAB, 1947, 1948, 1949, 1950, 1952. 


ScHEDULE 5.—March as a percent of annual passenger-miles, scheduled domestic 
airlines, 1947 through 1952 


Revenue passenger-miles 


March as a 
Annual total | March total | percent of 


Millions Millions 
6, 055 490 
5, 941 436 
6, 781 530 
571 
867 
957 


NONNN gw 
BeQeee 


Note.— Data derived from American Aviation Daily, Monthly Summary of Domestic and Local Service 
Airline Traffic. Annual totals exclude reported traffic of Caribbean, Hawaiian, and Trans Pacific Airlines 
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ScHEDULE 6.—Estimate of ewisting seat mile capacity, North American Airlines, 
Ine. 


| 
Seat-mile capacity ! 
Existing § ———-- —-————--- —-— —- — Millions of 
Aircraft designation units 0 A = — 


os Daily per | Ai units total (mil- {quired (1952) » 
0S 


1 Capacity assumes 10 hours daily aircraft utilization and the following speeds and available seat ca- 
pacity per unit: 


DC-3, 147.4 miles per hour ; 
DC-+4, 192.6 miles per hour 58.9 
2 Data from p. 156, economic exhibit supporting proposals of North American Airlines, Inc., et al. CA 
docket 5132. {952 estimate assumes 80 percent oad factor. Division of seat-miles by type of equipment, 
i. e., DC-3 or DC-4, based on length of flight between city pairings on proposed routes of North American. 
10.8 percent of indicated traffic moves less than 400 miles, while 89.2 percent moves at distances exceeding 
400 miles. Traffic under 400 miles has been assigned to DC-3 equipment—over 400 miles to DC-4 equip- 
ment. 


ScHEDULE 7.—Ewisting frequency of daily schedules,’ annual seat-mile capacity, 
domestic scheduled airlines, 1952—Daily schedules by type of equipment 


ra- 
ou- 


he 


City pairing 


miles carried 
(thousands) 


miles 0 


ted (t 
ands) 2 
1952 passenger 


| DC-4 
WES seat- 


Philadelphia-New York... 
Washington-New York.-.- 
Chicago-Detroit 
San Francisco-Los Angeles 
Kansas City~Chicago 
Detroit-Philadelphia 
Detroit-New York 
Kansas City—Detroit 
Chicago- Philadelphia 
Chicago-New York 
Washington-Miami 
Philadelphia-Kansas City- 
New York-Miami 
New York-Kansas City-..|___- 
Dallas-W ashington 9 
Chicago-Miami 
Dallas-Los Angeles 
Kansas City-Los Angeles. 
Dallas-New York = 
~- Francisco-Kansas 
Sity 
San Francisco-Dallas 
Los Angeles-Chicago 
San Francisco-Chicago..-- 
Los Angeles-Detroit as 
San Francisco—Detroit_...|_...]..-../....]---- 
Los Angeles-Washington..| 1 
Los Angeles-Philadelphia_|____|.....|_..-|_--- 
Los Angeles-New York. ..|__..|....- 
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San Francisco-Philadel- 
phia. 
San Francisco-New York-- 


= 
= 





-| 45 | 51 | 94 | 417 |... 
30 tees. 





1 Schedules in both directions. 
? From Industry Lift Factors, ATA research department, June 16, 1952, 


Source: Official Airline Guide, April-October, 1952. Interchange and connecting schedules omitted. 
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ScHEDULE 8.—Daily seat-mile lift factors by type of airplane and type of 
service, domestic scheduled airlines 


Available seat-miles Available seat-miles 
per unit per day per unit per day 


Type of equipment |>—————-——_ Type of equipment 
Regular Aircoach Regular Aircoach 
service service service service 


22, 510 14,415 || DO-4 62, 647 

42, 419 a 935 || DC 118 393 
1 \ ) j See ae 3) 

27, 519 | 1-49 122, 383 

47, 545 (2) } B-377 115, 136 


! Estimated. 
2 No coach configuration. 
3 Not available. 


Source: Industry Lift Factors, ATA research department, June 16, 1952. Data cover 12 months opera- 
tions ending Dec. 31, 1951. Values used represent industry averages and are understated to the extent that 
L-1049 data are excluded due to insufficient operating experience. Value for DC-6B assumed to reflect 
coverage for all DC-6 models, i. e., DC-6, DC-6A, DC-6B. Value for L-749 assumed to reflect average for 
all L-49 models; i. e., L-049, L-649 and L-749. 


SCHEDULE 9.—Comparative estimates, intercity common carrier passenger- 
miles, North American Airlines and ATA 


{In millions] 
Revenue passenger-miles Revenue passenger-miles 


NAA ATA NAA ATA 


———. ee 


Common Common Common . Common 
carrier Airline Airline Airline 


carrier carrier 


17, 250 


Source: P. 35, economic exhibit supporting proposals of North American Airlines, Inc., CAR docket 
No. 5132, Unpublished Study, Air Transport Association, division of air transport economics, September 
1953. 


Mr. Harxrns. I would like to ask this: I believe you testified that 
the average haul was something like 1,500 miles. 

Mr. Gewrrtz. I think it was 1,667, I believe it was. 

Mr. Harxrns. In this document I have, there is a schedule No. 2 
and it indicates that in the North American proposal 60.28 percent 0 
the estimated 1953 revenue passengers in North American’s proposal 
came from points from 700 to 795 miles apart. And a comparable 
figure for all scheduled routes is 79.311 percent. 

r. Gewirtz. You better show me what you are looking at so I know 
what it is that we are discussing. 

I would refer to a letter from the CAB which I would introduce in 
this record from page 1163 of the record in S. 2647, which sets out the 
mileages of North American, but let me look at this first. 

Mr. Harkins. You can see the line that I drew across there, and see 
the 60 percent. 

Mr. iseeen I do not know. I would like an opportunity to have 
Dr. Robinson look this over since it originated in his section, and to tell 
you what that means in terms of what you have got. 

Mr. Harkins. This isa document from your own files? 
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Mr. Gewirtz. Yes; that is right. That does not mean that we 
understand it. 

Mr. Harkins. It contradicts the testimony you just gave. 

Mr. Gewirtz. I will submit that when we have analyzed and dis- 
cussed it with you it will not contradict any testimony I have given. 

Mr. Tieton. On that point, I believe the testimony is that the aver- 
age haul per eens by North American is some 1,600 miles. 

‘The data there seems to indicate that the passengers move between 
cities so far apart. There are two quite different figures. They don’t 
seem to have any relationship to each other, since the passengers 
would not necessarily, all of them, fly that prescribed length of hop. 

The important figure, as Mr. Gewirtz put forward, is the average 
length of haul. That. is the average length that each passenger was 
carried. 

Mr. Harxtns. Wouldn’t this table mean that 60 percent of the pas- 
sengers that North American expected to get would fly 700 to 800 
miles? That is the reason I am asking the question, because that is 
what the table indicates tome. I would like to have the record clear 
on that point. 

Mr. Gewrrrz. I think that an appendix C, as I say, that was sub- 
mitted with the board letter, to the Senate committee, is the source of 
the 1,667 miles figure. And I would choose to feel when this is 
analyzed, and the analysis presented to you that Mr. Tipton suggests 
relates to the distance between cities rather than the average length of 
the haul, and we are not comparing apples and peaches, because when 
the board compares the 1,667 miles haul of North American they are 
comparing the average trunkline haul of the domestic trunklines at 
547. 

(The following subsequently was submitted by the Air Transport 
Association :) 


There was some discussion of the average length of passenger trips for North 
American, as contrasted with the average haul of those trunk carriers with whom 
North American’s nonscheduled operation was competitive. The question arose 
as to whether North American’s average trip length had been 1,561 miles or 902 
miles. In certain data prepared for the hearings on S. 2647 before the Senate 
Interstate and Foreign Commerce Committee, the average trip length for North 
American was reported at 1,561 miles; counsel for the subcommittee suggested 
that the figure should be 902 miles. 

The 1,561-mile figure reflected the actual average trip length for North Ameri- 
can and was derived from the origin and destination traffic reported by North 
American between the points actually served. 

The figure of 902 miles is derived from two sources, as follows: 

(a) Thirty-one city pairings derived from the economic exhibit of North 
American Airlines, Inc., Trans National Airlines, Inc., and Trans American Air- 
ways, Ine., designated “NAJ Exhibit No. 1” and offered in evidence in docket 
No. 5132, the large irregular investigation. On page 120 of the exhibit, North 
American Airlines lists seven proposed routes. It is from these routes that the 
above-mentioned pairs were taken. 

(b) The reported revenue passenger traffic of the scheduled airlines serving 
the 31 city pairings proposed by North American was tabulated for the months of 
September 1, 1950, and March 1952. The latter tabulations were inflated to an 
estimate of annual passenger traffic covering the year 1952. Next, using the 
minimum interstation distance as shown in the airline traffic survey of the 
Civil Aeronautics Board, it was possible to determine the estimated 1952 revenue- 
passenger-miles for each of the 31 city pairings. 

_ However, the 902-mile figure is indicative only of the passenger trip length 
North American could anticipate if they handled the traffic moved by the sched- 
uled airlines in 1952 between the 31 city pairings as indicated above. 
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Mr. Harxrns. This document will be in the record and you will 
submit a clarifying statement. If I can have it back, I will like to 
refer to another paragraph. 

Mr. Gewrrrz. Yes; that is correct. 

Mr. Harkins. Page 1: 

Such an operation by North American would be most profitable. The average 
length of the passenger trip, measured from 1952 scheduled traffic, is 902 miles, 
a quantity which far exceeds the average length of passenger trip on any domestic 
scheduled airline. 

Specifically, United Airlines recorded an average length of passenger trip in 
1952 of 665 miles. A similar statistic for Trans-World Airlines is 765 miles. 

So the averages we are talking about there is 902 miles, as compared 
with 665 miles for United Airlines and 765 miles for Trans-World 
Airlines; is that not right ? 

Mr. Gewirtz. Against 1,667? Are we talking about these figures 
or those figures ? 

Mr. Harkins. Talking about the figures I am reading right here. 

Mr. Gewrrrz. I would like to see them before I comment on them. 

Mr. Harkins. All right. 

Mr. Gewirtz. First of all, what you are talking about here is North 
American’s proposed application. 

Mr. Harkins. That is right. 

Mr. Gewirtz. For operation as distinguished from what we are 
talking about here, that may be entirely true; but again we would like 
an opportunity to analyze our own piece of paper to find out what 
in effect it said. 

Mr. Harkins. Why do you need a memorandum like this prepared ? 

Mr. Gewirtz. We had some hearings on S. 2647 in which the issue 
came up, and we felt that we best have some basic economic data with 
respect to a combination that was suggesting things North Ameri- 
can did. 

Mr. Harrys. In your analysis of the large irregular carriers, ATA 
in the services it prepares for its membership breaks the large irregular 
carrier industry down into three groups; is that not right ? 

Mr. Rostnson. Yes. 

Mr. Harkins. That is the North American combine, the overseas 
Big Four, and all others ? 

Mr. Rostnson. That is right. 

Mr. Gewirtz. Presumably , that is the way it has been done. 

Mr. Harkins. I would like to introduce two documents, one dated 
February 11, 1955, from Ralph E. Rechel, transportation economist, 
to Mr. Robert Ramspeck, vice president, Eastern Air Lines, and a 
memorandum dated August 9, 1955, from Myles Robinson to Mr. 
eae Pearson on the subject “Data Covering Nonscheduled Air- 

ines. 

Mr. Rocers (presiding). They will be received. 

(The letters dated February 11, 1955, and the memorandum dated 
August 9, 1955, are as follows:) 

Fesruary 11, 1955. 
Mr. RoBerT RAMSPECK, 


Vice President, Eastern Air Lines, 
Washington, D.C. 
Deak Mr. RAMSPECK: Following our telephone conversation of this morning, 
I drafted the attached table pairing the principal figures of the large irregular 
carriers for the years ending June 30, 1953 and 1954 
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The notable changes in the large irregular industry are the general decreases 
in traffic and the even greater decreases in revenues. The only exception to these 
declines is the North American combine. In reviewing these data the effect of 
the cessation of the Korean war in 1953 should be considered. This has caused 
a continuing shift from cargo to passenger traffic in the overseas Big Four group— 
predominantly military contractors. The cargo traffic of all the remaining car- 
riers has been supported by the domestic air cargo contracts of the Air Force 
and the Navy. A great decrease in revenues as compared to traffic indicates that 
ton-mile and passenger-mile rates have been going down. You will note that in 
the case of North American revenue passenger-miles increased 13.6 percent, while 
revenues increased only 6 percent. All groups in the industry show a net operat- 
ing loss for the second period. 

The carrier grouping used in this analysis is the same as that proposed in 
release No. 20 of the Division of Air Transport Hconomics, dated August 26, 
1958, entitled “The Large Irregular Service Air Carrier Industry in 1952.” We 
will issue within the next week a report on large irregular activity during cal- 
endar year 1953, incorporating much new information, including a complete origi- 
nation and destination survey of traffic. You will receive a copy of this report. 
We hope to release a brief review of large irregular activity during the first 
9 months of 1954 within the next 6 weeks. 

If we may be of further assistance to you at any time, please do not hesitate 
to call. 

Sincerely yours, 
RALPH E. RECHEL, 
Transportation Economist, 
Division of Air Transport Economics. 


Large irregular air carrier industry, years ending June 30, 1953 and 1954 
[All figures in thousands] 
All re- 


maining 
carriers 


North 
Total Overseas 
industry —— Big 42 


ee. a — 


445, 321 

737, 466 

Percent change 3 ; ; —39. 6 
Cargo ton-miles: 1s oe 
19, 257 

+1.6 

$10, 181 ‘ < $23, 924 

$9, 614 $35, 361 

+5.9 ‘ ~-32.3 


$10, 411 $25, 791 $24, 836 
$9, 714 $30, 957 $34, 912 
+7.2 —16.7 —28.9 


—$230 | —$357 | —$912 
—$100 | $3, 166 | $449 


! Includes Hemisphere, Trans-American, Trans-National, 20th Century, and Unit Export. 
? Includes Overseas National, Seaboard and Western, Transocean, and U. S. Overseas. 
* Includes 55 letter holders. 6 of which ceased operation during the year ending June 30, 1954. 


Avaeust 9, 1955. 
MEMORANDUM 
To: Mr. Harold Pearson. 
From: Myles Robinson. 
Subject: Data covering nonscheduled airlines. 


There are only two sources of data for large irregular carriers—the published 
reports of CAB and our own reports. Attached are the most recent data pub- 
lished by CAB for the year ending September 30, 1954. Our most recent com- 
plete report is for calendar 1953. 

The ATA material has been prepared directly from carrier reports. There 
are approximately 60 carriers filing reports and these are filed on a quarterly 
basis with no consolidations. Thus, it is necessary to handle 4 reports of about 
10 sheets for each carrier and to make all the consolidations here at ATA. 
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There has been a strong and continued general interest in this subject, but it 
has not been of the sort to merit a top priority rating so we have worked on it 
when time permitted. The 1954 posting is complete except for the third and 
fourth quarters for 8 carriers which had not filed prior to May 1, 1955, the last 
time we worked on this project at the CAB dockets section. We have a number 
of spread sheets but none of these are added down because of the incompletes, 
A couple of these are carriers of importance. They have since reported to the 
CAB and will be incorporated in our data. 

The data on the attached spread sheet cover the carriers actually reporting 
by the middle of March, with estimates for the remainder and constitutes the 
only data available for calendar year 1954. This information was prepared for 
the research conference in Chicago last March. 

In the past we have waited until the end of the year to post data for the large 
irregulars in order to concentrate our workload and reduce interference with 
other work. Therefore, we have not posted any 1955 data at present. 

The grouping of carriers—North American group, Overseas Big 4, etc.—is our 
own. It is logical and pinpoints the activities of the two groups in which we 
have the greatest interest. 

Three other attachments may be useful to you. The Board has made certain 
summaries of the large irregulars for the 12-month period ending September, 
1954. Data contained in these summaries are not sufficiently comprehensive 
and we think are not reliable enough for our permanent use—they have not 
been audited. 

Our 1953 study is the most comprehensive ever done either by the Board or the 
industry. The 1952 study is chiefly of historical value, going back to 1949. 

The basic work on the large irregulars, including the reports to date, has been 
the chief responsibility of Ralph Bechel. 


Mr. Harkins. They came from your files. 

Mr. Gewrrtz. You will note that all along that material has been 
received from the various files. You have had some evidence of the 
fact that the president’s files have divulged material and my files 
and some of the others. 

So we can support the statement we made before. 

Shall I continue? 

Mr. Rogers. I think this is a good time to break and come back 
tomorrow at 10 o’clock, if that is convenient to you. 

Mr. Gewirtz. The committee’s convenience is our convenience. 

Mr. Rogers. Yes; very well. We will adjourn until 10 in the 
morning. 

(Whereupon, at 4:35 p. m., the committee adjourned to reconvene 
at 10 a. m., Friday, May 11, 1956.) 


[Air Traffic Conference of America, Trade Practice Manual] 
Atm TRAFFIC CONFERENCE MILITARY REPRESENTATION RESOLUTION 


Be it resolved, That: 
A. Definitions 


The following terms as used herein shall have the following meanings. 

1. Airport Service Representative—ASR.—Field representation of the Military 
Bureau located at a specific airport location. 

2. Air Traffic Conference Military Bureau—Military Bureau.—Official organ- 
ization to represent the Carriers before the military agencies. 

3. Carrier(s).—Carriers which are party to the current Joint Military Air 
Transportation Agreement. 

4. Committee.—Local Military Committee of Carrier representatives respon- 
sible for the operation of a JAMTO or the activities of a Military Cargo or 
Circuit Representative. 

5. Director.—Director of the Military Bureau. 

6. Executive Secretary.—Executive Secretary of the Air Traffic Conference of 
America. 
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7. Joint Airlines Military Trafic Ofice—JAMTO.—Trafiic Office at a military 
installation, established by and under the jurisdiction of a Local Military Com- 
mittee. 

8. Local Carrier.—Any Carrier which either serves an area in which a military 
installation or group of installations is located, or maintains a full-time traffic 
office within such area. 

9. Military Bureau Regional Representative—MBRR.—Field representative 
of the Military Bureau located at a strategic city and responsible for a geographic 
area. 

10. Military Traffic Committee—A standing committee of the Air Traffic 
Conference, which shall advise the Director of the Military Bureau and the Car- 
riers on matters relating to the sale and handling of military passenger and cargo 
traffic. 

11. Military (Cargo) (Circuit) Represeintatives.—Representatives selected by 
and responsible to a Local Military Committee for representing the Carriers at a 
specific military installation, or at several military installations within the local 
area, 


B. Air Traffic Conference Military Bureau 


The Air Traffic Conference authorizes the Executive Secretary of the Confer- 
ence to continue the unit established within the Conference for the development 
of military traffic known as the “Air Traffic Conference Military Bureau” and 
headed by the Director of the Military Bureau. The Military Bureau shall: 

1. Route group movements of passengers with accompanying baggage, and 
cargo shipments, presented to it directly by military agencies of the United 
States Government, as defined by the currently effective Joint Military Air 
Transportation Agreement, or by its own regional representatives. 

2. Make recommendations to the Military Traffic Committee. 

8. Act as the liaison between carriers and the military agencies and the 
General Accounting Office of the United States Government, on military traffic 
matters requiring industry action. 

4. Negotiate agreements and supplements thereto between Carriers and the 
Military agencies. 

5. Issue letters of application and of accreditation for any industry repre- 
sentative (other than an MBRR) at a military installation. 

6. Make recommendations to the subcommittee of the advertising committee 
of ATC regarding advertising in military publications. 

7. Establish procedures for its regional and airport service representatives 
and supervise their activities. Submit quarterly summaries of their activities 
to the Carriers. 

8. Distribute to the head traffic or sales office of the Carriers, not later than 
30 days following the month reported, a consolidated report of the total traffic 
for each Carrier individually and all Carriers collectively, such report to show 
the gross on-line sales derived from each military installation served by a Joint 
Airlines Military Traffic Office or Military Circuit Representative and the Com- 
ae Air Movements (CAM’s) and Commercial Air Freight Movements 
(CAFM’s). 

9. Perform other duties as may be prescribed by the Air Traffic Conference. 


C. Military Bureau Regional Representatives 


The Director shall appoint 6 field representatives to be known as Military 
Bureau Regional Representatives, who will be specialists in the development 
and handling of all types of military traffic. The Director shall select such 
representatives from personnel recommended by Carriers. 

1. Offices of the MBRR’s shall be established in the following cities and the 
MBRR’s shall be responsible for the states shown: 

I. New York City: New York, New Jersey, Maine, New Hampshire, Ver- 
mont, Massachusetts, Rhode Island, and Connecticut. 

II. Baltimore: Ohio, Pennsylvania, Kentucky, Virginia, West Virginia, 
Maryland, and Delaware. 

III. Atlanta: Tennessee, North Carolina, South Carolina, Mississippi, 
Alabama, Georgia, and Florida. 

_IV. San Antonio: Texas, New Mexico, Oklahoma, Arkansas, and Loui- 
siana. 

V. Chicago: Michigan, Indiana, Illinois, Wisconsin, Missouri, Kansas, 
Sarnia, Wyoming, Nebraska, Iowa, North Dakota, South Dakota, and 

innesota. 
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VI. San Francisco: California, Arizona, Nevada, Utah, Idaho, Montana, 
Oregon, and Washington. 

2. If, in the opinion of the Director, any of the 6 MBRR’s should be located in 
another city, he may, upon the approval of the Military Traffic Committee, effect 
such a change. Further, if, in the opinion any carrier, any of the 6 MBRR’s 
should be located in another city, it may make such recommendation to the 
Director for forwarding to the Military Traffic Committee. Upon approval of 
the Military Traffic Committee, the Director shall effect such change. Working 
with committees, or individual Carrier representatives where no committee has 
been formed, it will be the MBRR’s primary responsibility to develop and promote 
all forms of military traffic. The efforts of the MBRR shall complement the 
activities of Carriers and shall not be competitive thereto. 

3. The MBRR shall be concerned with the development of military traffie and 
shall not be assigned operational duties which are normally the responsibility 
of Carriers. Therefore, the MBRR shall: 

(a) In cooperation with Carrier representatives contact military installa- 
tions to develop CAM, casual and leave passenger travel, and CAFM move- 
ments. 

(b) Where it is found there is potential casual and/or leave travel confer 
immediately with the local District Traffic Managers of Carriers to outline 
the type of traffic available and assist the local District Traffic Managers of 
arriers to determine a course of action. 

(c) Where it is found there is CAM or CAFM traffic potential. forward 
details thereof immediately to the Director. 

(ad) Visit cities in his region periodically. 

(e) Serve as regional information source for Committees. 

(f) After discussion with committees, forward his recommendations 
regarding advertising to the Military Bureau, Washington, D. C. 

(g) Perform other duties in the development of military traffic as in- 
structed by the Director. 

4. The Committees and Managers of JAMTO’s through their committees may 
confer with and call upon their MBRR’s for information and assistance in any 
matter pertaining to the development of military traffic, coordination of action 
with military installation commandants, and other related matters. The Com- 
mittees shall assist their MBRR wherever possible in his assignments in order 
to improve and increase the services of Carriers in behalf of the military agencies. 

5. The salaries and expenses of the MBRR’s shall be borne out of the Military 
Bureau budget. 


D. Airport service representatives 

The Military Traffic Committee may, from time to time, authorize the Director 
to appoint Airport Service Representatives to perform passenger-service or cargo- 
service duties at specified airport locations. Such appointments shall only be 
authorized or continued in those instances where, in order to handle charters 
both in- and out-bound, it is determined that this type of representation must be 
established. The Military Traffic Committee shall, upon determining that this 
type of representation is no longer required, authorize the Director to withdraw 
such appointment. 

1. The ASR shall be selected from Carrier personnel who have had experience 
as airline passenger/cargo service and ramp agents. The Carrier from which 
such ASR is selected may substitute other individuals in its employ for the ASR 
when the ASR is unavailable because of illness, leave, vacation, or other causes, 
and may charge for such temporary personnel only in accordance with the rates 
specified in Article F, 8. hereof. 

2. An ASR shall wear, when performing his duties, the uniform of the Car- 
rier by whom he is employed and shall be further identified by a badge, brassard, 
or other insignia, bearing the words, “AIRLINE MILITARY SERVICE REPRESENTATIVE.” 

3. At airports where Carriers handle the servicing of aircraft or other Carriers 
not ordinarily using those airports, the ASR shall act as the liaison between the 
military and the Carrier doing the servicing. At other airports, the ASR shall 
act as the liaison between the military and the fixed base operator or other 
person servicing the aircraft of the Carrier. 

4. ASR’s and temporary substitutes therefor shall be functionally responsible 
to the Director, but the airline(s) assigning them to duties under the jurisdiction 
of the Director shall accept full and exclusive responsibility for the payment of 
workmen’s compensation or employers’ liability insurance premiums with re- 
spect to such representative and for the payment of all taxes, contributions or 
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other payments for unemployment compensation and old age benefits, pensions 
and annuities now or hereinafter imposed upon employers by the Government of 
the United States, or of any state of the United States in respect to such repre- 
sentative measured by the salaries or other remuneration paid to them, and such 
airline(s) shall make such payments and make and file all reports and returns 
and do everything necessary to comply with the laws imposing such taxes, con- 
tributions, or other payments. The airline(s) employing such representative (s) 
shall submit an invoice each month to the Military Bureau for the salary and 
associated payroll expenses of ASR’s as outlined above, charges for temporary 
personnel and traveling expenses, if any, of the representative(s), plus five per- 
cent (5%) of the amount of such expenses (excluding charges for temporary 
replacement personnel). Other expenses of the ASR’s, whether of a capital or 
operating nature, shall be subject to approval by the Director and shall be paid 
or reimbursed directly out of the Military Bureau budget. 

5. The Military Bureau shall determine the total number of inbound and out- 
bound CAM and CAFM charter movements at the airport to which the ASR is 
assigned and shall prorate and bill the monthly charges for each ASR in propor- 
tion to the number of CAM and CAFM charter movements inbound and outbound 
operated by each Carrier which is bound by or which has concurred in this resolu- 


tion. 


BE. Military cargo representatives 

A Military Cargo Representative (MCR) shall be located in each of the cities 
containing a Zone Transportation Office, Department of the Army. 

1. The MCR’s primary responsibility shall be the promotion of CAFM ship- 
ments, both charter and scheduled, and he shall be under the general supervision 
of the Local Military Committee. 

2. The MCR shall act as the liaison between the Zone Transportation Office 
and Carriers for the specific details of handling military cargo shipments. 

3. Each MCR shall furnish the Chairman of the Committee a monthly report 
of all CAFM shipments handled by the Zone Transportation Office. The Chair- 
man of such Committee will furnish a monthly report of all CAF'M shipments 
handled by the Zone Transportation Office in his city to the Secretary of the 
Cargo Advisory Board, the Director, and all members of the Committee. 

4. MCR’s shall continue on the payrolls of the Carriers by whom they are 
employed and there shall be no proration of their salaries and expenses. 


F. Joint Airlines Military Traffic Offices 

If representatives of one or more Local Carriers believe that joint industry 
representation should be provided at a military installation, or if the com- 
mandant of such installation requests service representation through his Wash- 
ington Headquarters, the Military Bureau, or directly through one or more 
of the Carriers, an organization meeting shall be held by the local representatives 
of such Carriers to determine whether or not joint industry representation shall 
be provided at the military installation. Such organization meeting shall be 
held within two (2) weeks after any request for joint industry representation 
has been made by military agencies or representatives thereof. 

1. If the representatives of a majority of the Local Carriers agree that joint 
industry representation should be provided, one or more representatives of the 
Carriers so agreeing shall contact the commandant of the military installation 
and explain the desire of the Carriers to provide representation. 

2. If desired, space shall be requested for a JAMTO to assist the commandant, 
the transportation officer, and other personnel at the installation in meeting 
their air transportation requirements. After securing approval of the com- 
mandant and making arrangements for the necessary space and facilities (in- 
cluding communications), the representatives of the Carriers agreeing to estab- 
lish a JAMTO shall select the best possible candidate for Manager of the JAMTO 
at a starting and subsequent salary agreed upon by the Committee, with the 
approval of his employer, and designate his employer as the “First Employing 
Airline” for the joint representation at the military installation. 

: 3. The Carrier designated “First Employing Airline” shall file with the 
Executive Secretary, with copies to all Local Carriers, a “Declaration of Intent 
to Open a Joint Airlines Military Traffic Office,” in the form set forth in Exhibit 
No. 1 attached hereto, and those Carriers desiring to participate in the «dmin- 
istration of the subject JAMTO shall file a Concurrence thereto, in the form 
Set forth in Exhibit No. 2 attached hereto. The Executive Secretary, upon 
receipt of such Declaration and Concurrences from at least a majority of the 
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Local Carriers, shall issue a notice to all Carriers recording the effective date 
of the creation of the JAMTO and shall record the details thereof in the Trade 
Practice Manual under Schedule A of this resolution. The “First Employing 
Airline” shall then assign its previously approved employee to duties as Manager 
of the JAMTO. 

4. In the event a Committee determines that an additional permanent repre 
sentative is required at a JAMTO, such Committee shall select the best possible 
candidate at a starting and subsequent salary agreed upon by the Committee, 
with the approval of his employer. If such representative is employed by a 
Carrier other than the “First Employing Airline,” the Carrier employing the 
additional representative, which shall be known as the “Second Employing Air- 
line,” shall file with the Executive Secretary, with copies to all Carriers which 
participate in the subject JAMTO, a “Declaration of Intent to Assign an Addi- 
tional Permanent Employee to a Joint Airlines Military Traffic Office,” in the 
form set forth in Exhibit No. 3 attached hereto, and those Carriers desiring to 
continue to participate in the administration of the subject JAMTO shall file a 
Concurrence thereto, in the form set forth in Exhibit No. 4 attached hereto. The 
Executive Secretary, upon receipt of such Declaration and Concurrences shall 
issue a notice to all Carriers recording the effective date of the assignment of the 
additional employee and shall record the details thereof in the Trade Practice 
Manual under Schedule A of this resolution. The “Second Employing Airline” 
shall then assign its previously approved employee as a representative at the 
subject JAMTO. Additional representatives may be assigned in accordance 
with the procedure set forth in this paragraph. Such additional personnel shall 
be functionally responsible to the Manager of a JAMTO. 

5. The operation and administration of a JAMTO shall be under the general 
supervision of the Local Military Committee. The Committee shall make all 
necessary rules and regulations governing the operation of a JAMTO. Such 
rules and regulations shall require impartiality in providing information con- 
cerning airline service, in the issuance of air transportation documents and in the 
conduct of said office, and shall not be inconsistent with or go beyond the pro- 
visions of this resolution or the ticket/airbill issuance and ticket/airbill re- 
porting regulations of the “First Employing Airline.” 

6. The operation of a JAMTO shall be under the direct supervision of the 
Manager, and the Manager and other JAMTO representatives shall concern 
themselves with supplying information regarding services of the Carriers with 
respect to passenger and cargo transportation. They shall make passenger 
reservations, issue tickets, route cargo shipments and execute air bills for trans- 
portation via the Carriers and shall arrange for refunds and adjustments of 
tickets purchased for cash when partially or wholly unused. The Manager 
shall comply with the instructions of the Chairman of the Committee and shall 
report all sales, refunds, and expenses (including his personal expenses) to the 
Carrier which employs him. A representative of a JAMTO, other than the Man- 
ager, shall report his personal expenses to the Carrier which employes him. 

7. An employing airline may substitute other individuals in its employ for the 
Manager or other permanently assigned personnel it provides at a JAMTO when 
such permanently assigned personnel is unavailable because of illness, leave, 
vacations, or other causes. An employing airline may charge for such personnel 
only in accordance with paragraph 8 of this Article F. The Manager of a JAMTO 
and other permanently assigned personnel (including substitutes and other tem- 
porary personnel) provided by employing airlines shall remain employees of the 
employing airlines for all purposes, and under no circumstances shall be deemed 
to be employees of any other Carrier. Each employing airline shall accept full 
and exclusive responsibility for the payment of workmen’s compensation or em- 
ployer’s liability insurance premiums with respect to its employees assigned here- 
under and for the payment of all taxes, contributions, or other payments for 
unemployment compensation and old-age benefits, pensions, and annuities now or 
hereafter imposed upon employers by the Government of the United States, or of 
any State of the United States in respect to such employees measured by the 
salaries or other remuneration paid to them, and such airline shall make such 
payments and make and file all reports and returns and do everything necessary 
to comply with the laws imposing such taxes, contributions, or other payments. 

8. The Committee may assign temporary personnel to any established JAMTO 
as it deems necessary from time to time. Such temporary personnel shall be ob- 
tained from the Carriers and shall be paid according to the wage scale of their 
employing airline. Charges for such personnel shall be twenty dollars ($20) per 
day regular time, or thirty dollars ($30) per day including overtime. Such 
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charges shall be included in the expenses for a particular JAMTO, to be prorated 
among the Carriers in accordance with paragraph 12 of this Article F, except that 
such charges shall not be subject to any additional charge for administrative 


urposes. 
a The JAMTO shall handle air transportation business for all Carriers at the 
particular military installation, generally but not exclusively through the use of 
military request forms for public transportation. No Carrier shall pay any com- 
mission to a JAMTO, its Manager, or employees; provided that nothing herein 
shall prevent a Carrier from continuing in effect, with respect to its own em- 
ployees, any previously established commission or bonus system of payment. 

10. No expenditure for property, equipment, or improvements in excess of 
twenty-five dollars ($25) shall be made by the Manager of a JAMTO except upon 
written approval by all Carriers represented on the Committee having jurisdiction 
over such JAMTO. Expenditures not exceeding twenty-five dollars ($25) shall 
be included in the expenses to be prorated in accordance with paragraph 12 of 
this Article F. Amounts expended for property, equipment, or improvements in 
excess of twenty-five dollars ($25), when authorized by all Carriers represented 
on the Committee having jurisdiction over such JAMTO, shall be borne equally 
by such Carriers unless a different method of proration is agreed upon by such 
Carriers. Travel expense, including travel by personal automobile, for the em- 
ployees assigned hereunder (including temporary employees) shall be allowed. 

11. Each Carrier shall be responsible for the acts and omissions of its own 
employees, agents and representatives and shall indemnify and hold harmless 
each other Carrier from and against any and all claims, losses, liabilities, suits, 
actions or judgments, including costs and expenses incidental thereto of any na- 
ture whatsoever which such other Carrier may incur, suffer or be charged with 
in connection with or arising out of the acts or omissions of such employees, 
agents or representatives in the establishment or operation of a JAMTO to which 
its employee(s) is assigned, including such as relate to the injury to, or death of, 
persons; damage to, loss of, or delay in delivering any property; reservations, 
ticketing, billing, or refund errors; the giving of incorrect information and the 
theft of property, including cash or other property belonging to such other 
Carrier. The “First Employing Airline” shall procure liability insurance coy- 
ering the premises in which a JAMTO is located, in the limits of $100,000 per 
person and $100,000 per accident for bodily injury or death and $50,000 for 
damage to or destruction of property of third parties. Such insurance shall 
include all Carriers represented on the Committee with respect to the particular 
JAMTO, as insureds, and appropriate evidence thereof shall be filed with the 
Executive Secretary. Notwithstanding the provisions of paragraph 12 of this 
Article F regarding the proration of expenses among the Carriers the premium 
expense shall be equally divided among all Carriers which are represented on 
the Committee with respect to the particular JAMTO on the date on which the 
insurance company renders its invoice for the subject premium. 

12. The expenses of operating a JAMTO (including the salary and associated 
payroll expenses of the Manager and additional personnel, the insurance pre- 
miums other than for liability insurance covering the premises, taxes, costs of 
supplies, facilities and services, contributions and other expenses applicable to 
a JAMTO) shall be determined and shared by the Carriers as follows: 

(a) Each employing airline, except the “First Employing Airline’, shall, 
within twenty (20) days after the close of each calendar month submit to the 
“First Employing Airline” a single invoice covering the total expenses incurred by 
it in connection with the operation of such JAMTO during such month (includ- 
ing the salaries and associated payroll expenses of personnel assigned by it to 
such JAMTO in accordance with this resolution, and all other authorized ex- 
penses) plus five percent (5%) of the amount of such expenses (excluding 
charges for temporary personnel, as provided in paragraph 8 of this Article F) 
as reimbursement for its administrative expenses. 

(b) The “First Employing Airline” shall likewise determine the total expenses 
incurred by it in connection with the operation of such JAMTO during such 
month, and shall add an amount equal to ten percent (10%) of such expenses 
(excluding charges for temporary personnel, as provided in paragraph 8 of this 
Article F) as reimbursement for its administrative expenses. The amount so de- 
termined by the “First Employing Airline” (including both its expenses and the 
ten percent) shall be added to the amount of the invoices received from other 


employing airlines and the sum shall represent the total operating expenses for 
the month for such JAMTO. 
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(c) The total operating expenses for the month for such JAMTO shall be 
borne by the Carriers (whether or not they are represented on the Committee 
having jurisdiction over such JAMTO) in proportion to the passenger and 
cargo revenues accruing to the Carriers from the sales made by such JAMTO 
during such month, except that (i) any Carrier whose share of such revenues 
is less than one percent (1%) of the total shall not bear any portion of the 
expenses, and (ii) for the purpose of computing the shares of other Carriers, 
the revenues accruing to any Carrier whose share is less than one percent (1%) 
of the total shall be excluded. For the purposes of this paragraph, revenues 
(including revenues for which tickets or airbills have been issued by the JAMTO 
and for which tickets or airbills cannot be issued due to military regulations, 
but on which transportation requests and government bills of lading are issued 
or mailed and reservations of space have been made and evidence of such is 
on file at the military installation) derived from activities of a JAMTO shall 
include (aa) the actual fares and charges applicable to on-line transportation 
over the scheduled services of any Carrier; (0b) in the case of interline trans- 
portation over the scheduled services of two or more Carriers, fares and charges 
constructed by combining the local fares and rates applicable to the portion 
of the transportation performed by each Carrier; and (cc) revenues from all 
charters sold by such JAMTO, other than charter CAM’s and charter CAF'M’s. 

(d@) Within thirty (30) days after the close of the calendar month, the “First 
Employing Airline” shall determine the share of the total operating expenses 
for the month for such JAMTO to be borne by each Carrier and shall submit 
to each other Carrier liable for a share a single invoice covering its share 
of such expenses. Such invoice shall include or be accompanied by a statement 
of the revenue on the basis of which such share was computed. 

(e) Invoices issued by the “Second Employing Airline” and other employing 
airlines shall be presented to the head accounting office of the “First Employing 
Airline.” Invoices of the “First Employing Airline” shall be presented to offices 
designated by the other Carriers from time to time. 

(f) All invoices submitted hereunder by any of the employing airlines shall 
be paid in the amount rendered within fifteen (15) days after receipt thereof. 
Any error in calculation shall be adjusted by subsequent credit or additional 
invoice agreed upon by correspondence between the Carriers involved. 

13. Transportation documents (tickets, exchange orders, airbills, etc.) to be 
issued at a JAMTO shall be the stock of the “First Employing Airline.” The 
procedures of such Carrier regarding the issuance of such documents and the 
handling of funds shall apply to all persons assigned to such JAMTO’s. The 
“First Employing Airline” shall also provide a JAMTO with supplies of other 
forms and reports, etc., of its own printing and necessary accompanying para- 
phernalia to produce the necessary ticketing and shipping services required 
of such JAMTO. The Manager shall keep such books and records as shall be 
appropriate to establish the amount of air transportation sold, all receipts and 
expenses connected with the issuance of tickets and airbills, if any, the opera- 
tion and maintenance expenses of a JAMTO, and any other expenses of a JAMTO. 

14. Audits of a particular JAMTO may be conducted by the Carriers who are 
represented on the Committee having jurisdiction over such JAMTO, either indi- 
vidually or collectively as they may elect. 

15. The Manager shall maintain a permanent record of all capital expendi- 
tures over twenty-five dollars ($25) and shall also maintain such records as 
shall be required by the Committee covering the number of passengers/shipments 
and amount of revenue obtained through the efforts of a JAMTO, upon which to 
base the proration as provided in paragraph 12 of this Article F. Within five (5) 
days after the end of each calendar month, the Manager shall submit all data 
necessary for such proration for the prior month to the “First Employing Air- 
line” and a copy of such data shall also be furnished to the Chairman of the Com- 
mittee, who shall prepare a Monthly Revenue Report in the form set forth in 
Exhibit No. 5 attached hereto. (The Executive Secretary shall from time to 
time make such revisions in the lists of carriers shown on Exhibit No. 5 as are 
necessary to keep them currently accurate.) A copy of such report shall be 
forwarded within ten (10) days after the end of each calendar month to the 
Director and two (2) copies each to all members of the Committee. 

16. In the event an employing airline elects to withdraw from such status, or 
the Committee agrees that a reassignment of personnel, which will effect a 
change of employing airlines at a particular JAMTO, should be made, each 
former employing airline shall file with the Executive Secretary, with a copy to 
all Committee members, a Declaration of Intent, in the form set forth in Exhibit 
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Nos. 10 or 11, attached hereto, whichever may be appropriate, and each Carrier 
shall issue the necessary Declaration or Concurrence in the form set forth in 
Exhibit Nos. 3, 4, 12, or 13, attached hereto, whichever may be appropriate, to 
the Executive Secretary in order to identify the new Manager, “First Employing 
Airline”, or other employing airline, and any change of responsibility, stock, etc. 
shall become effective on the first day of the month following the receipt of all 
necessary Concurrences which will permit at least ten (10) days’ notice of 
such effective date. All prior assignments of personnel, and the Declaration(s) 
and Concurrence(s) relating thereto, shall be deemed terminated on the same 
date, except for obligations and rights to pay and receive money for periods 
prior to such termination. 

17. Upon approval of a majority of the local members of the Committee hav- 
ing jurisdiction, a JAMTO may be dissolved and the effectiveness of this resolu- 
tion terminated with respect to such JAMTO by the issuance of a notice, in the 
form set forth in Exhibit No. 14 attached hereto, by the “First Employing Air- 
line” or any other member of the Committee to the Executive Secretary, with 
copies mailed to the principal offices of all other Carriers represented on the 
Committee ; provided, however, that such termination shall not affect obligations 
and rights to pay and receive money for periods prior to the effective date of 
such termination. 

18. In the event of dissolution of a particular JAMTO, any funds recovered 
from disposal of property, equipment, and other assets of that JAMTO shall be 
refunded to the Carriers participating in such JAMTO in the same proportion as 
their original contributions in connection with the purchase of such property, 
equipment, or other assets. 

19. Not later than ten (10) days prior to the effective date hereof, each 
earrier which has been established as an employing airline in a currently 
effective joint airlines office military representative agreement, or similar agree- 
ment, shall submit to the executive secretary, a list of all such agreements 
describing the effective date thereof, the names of the employing airlines, the 
names of the other carriers party to such agreement and the location of the 
joint airlines offices referred to therein. The executive secretary shall com- 
pile from such data schedule A hereof and shall publish in the Trade Practice 
Manual such schedule A on the effective date hereof. All joint offices so listed 
shall be deemed to be effectively established JAMTO’s on December 1, 1953, and 
the parties hereto shall not be required to file declarations or concurrences with 
respect to such JAMTO’s. The joint airlines office military representative agree- 
ments or similar agreements so listed with the executive secretary shall be deemed 
terminated on the effective date hereof, except for obligations and rights to pay 
and receive money for periods prior to such termination. 


G. Military circuit representatives 

If there are several military installations within an area, none of which re- 
quires the full time of a representative, but where the representatives of a major- 
ity of the local carriers agree that there is a requirement for joint industry repre- 
sentation at the installations as a group, the representatives of the carriers so 
agreeing shall select the best possible candidate for military circuit representa- 
tive and shall designate his employer as the “first employing airline.” 

1. The carrier designated “first employing airline” shall file with the executive 
secretary, with copies to all local carriers, a “declaration of intent to appoint a 
military circuit representative,” in the form set forth in Exhibit No. 6 attached 
hereto, and those carriers desiring to participate in the supervision of the activ- 
ities of the military circuit representative shall file a concurrence thereto in the 
form set forth in Exhibit No. 7 attached hereto. The executive secretary, upon 
receipt of such declaration and concurrences from at least a majority of the local 
carriers, shall issue a notice to all carriers recording the effective date of the 
appointment of the military circuit representative and shall record the details 
thereof in the Trade Practice Manual under schedule A of this resolution. The 
‘first employing airline” shall then assign its previously approved employee to 
duties as military circuit representative. In the event a “first employing airlrine” 
elects to withdraw from such status, it shall file with the executive secretary, 
With a copy to all committee members, a “declaration of intent to cancel the ap- 
ointment of a military circuit representative,” in the form set forth in Exhibit 
No. 15 attached hereto. 
on The military circuit representative shall function in a manner similar to 

© manager of a JAMTO and the provisions of this resolution relating to the 
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operation, administration, and dissolution of a JAMTO, and the incurring and 
sharing of the capital and operating expenses thereof, shall apply equally to 
mnilitary circuit representatives. 


H. Local military committees 

Whenever a military cargo representative or military circuit representative 
is to be appointed, or a JAMTO established, in accordance with this resolution, 
a local military committee shall be organized. 

1. The committee shall be composed of— 

(a) A representative of each local carrier which has concurred in the, appoint- 
ment of such representative or in the establishment of the subject JAMTO (here- 
inafter sometimes referred to as “local members”; and 

(b) In the case of a committee having jurisdiction over a military circuit 
representative or a JAMTO, a representative of each other carrier which has 
received one percent (1 %), or more, of the revenue produced by such representa- 
tive or JAMTO during any one month and which has filed a concurrence in 
connection with such representative or JAMTO in the form set forth in Exhibit 
No. 8 or Exhibit No. 9 attached hereto, whichever may be appropriate. The 
concurrence of any such carrier and its right to be represented on the committee 
shall automatically expire upon receipt by the Executive Secretary of notice from 
the “First Employing Airline” that such carrier has not received one percent 
(1%), or more, of the revenue produced by such representative or JAMTO during 
any one of the prior three months. 

2. A majority of the local members of the committee shall constitute a quorum, 
but the committee shall act, and all elections shall be determined, by a majority 
vote of all of the members present at the meeting. The representative of a 
local carrier which has not concurred in the appointment of a military circuit 
representative or in the establishment of a JAMTO under the jurisdiction of 
the committee shall not be considered a member of the committee and shall have 
no right to vote on any question before the committee but may attend committee 
meetings as an observer. 

3. In the case of a committee having jurisdiction over a military circuit repre- 
sentative or a JAMTO, the first chairman of the committee shall be the repre 
sentative of the “First Employing Airline’, who shall hold office for a term to 
be determined by the committee, but not in excess of one (1) year, after which 
the office of chairman shall be rotated among the local members of the committee 
in alphabetical sequence according to the names of their respective employers, 
except that the original chairman shall not again hold the office of chairman 
until all other local members of the committee have held said office. In the event 
of a vacancy in the office of chairman due to death, disability, resignation, or 
transfer of the chairman, the next local member in alphabetical line shall succeed 
to the office of chairman and shall hold office during the remainder of the term; 
provided, that the person who succeeds to the office of chairman shall also serve 
an additional full term as chairman unless the vacancy occurs within the first 
one-third of the preceding term of office. 

4. In the event a committee has been formed and other JAMTO’s are established 
within the area of such committee, the original committee shall assume the 
duties and responsibility with respect to the additional JAMTO’s and the se 
quence of holding the office of chairman set forth above shall not be affected in 
any way. Carriers represented on a committee which have not concurred in the 
appointment of a military circuit representative or in the establishment of a 
JAMTO under the jurisdiction of such committee shall not be entitled to a vote 
on any matter pertaining to such representative or JAMTO. 

5. Meetings of the Committee shall be held on a stated day at least once each 
month and at least ten (10) days’ advance notice shall be given to each Com- 
mittee member by the Chairman. Special meetings may be called at any time 
by the Chairman upon at least two (2) days’ advance notice to each member. 
A Committee meeting shall be called by the Chairman within two (2) weeks 
after receipt of a request from any Committee member. 

6. In the absence of the Chairman, a temporary chairman shall be elected by 
the local members of the Committee who are present. 

7. The Chairman may designate a local member to keep a permanent record 
of the proceedings of the Committee and to distribute copies of the minutes of 
each meeting to all other members of the Committee. Otherwise the Chairman 
shall do so. 

8. In the event any Carrier, which is represented on a Committee having juris- 
diction over any Military Circuit Representative or any JAMTO, fails for a 
period of sixty (60) days from the due date, to pay any amount owing by it with 
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respect to such Representative or JAMTO, the “First Employing Airline” to 
whom such amount is due may so notify the Executive Secretary. The Execu- 
tive Secretary shall so notify all Committees, and the right of such Carrier 
to vote on any matter before any such Committee shall be suspended immediately 
and such suspension shall continue until the sixtieth (60th) day after the Execu- 
tive Secretary has received confirmation from the creditor “First Employing 
Airline” that the overdue indebtedness has been paid. 

9. Any Carrier may withdraw from any committee at the end of any calendar 
month by giving notice in writing to each other Carrier represented on such 
Cemmittee, with a copy to Executive Secretary, not later than the last day 
of the preceding month, such notice to be mailed to the principal offices of such 
Carriers; provided, however, that such withdrawal shall not affect obligations 
and rights to pay and receive money for periods prior to the effective date of 
such withdrawal or thereafter as otherwise provided herein. 


General provisions 


The Executive Secretary shall issue all notices as required hereunder, main- 
tain adequate files containing all Declarations, Concurrences, and other notices 
issued pursuant hereto and shall promptly publish in the Trade Practice Manual 
all information required on Schedule A hereof. 

1. The Executive Secretary shall accept and act upon only Declarations and 
Concurrences in a form as prescribed herein and shall return any Declaration 
or Concurrence which is not in proper form to its issuer with appropriate 
comment. 

2. The Executive Secretary shall request all Carriers which are not active 
members of the Air Traffic Conference of America to concur in this resolution 
and agree to be bouna thereby, and upon receipt of such concurrences, the Execu- 
tive Secretary shall so inform the other Carriers and record such concurrences 
in the Trade Practice Manual. 

3. This resolution shall become effective December 1, 1953. 


In response to a question regarding action by the ATA board with respect 
to the scope of operations of local service carriers, there are attached copies 
of excerpts from minutes of ATA board meetings on April 8, 1941; December 17, 
1941; March 15, 1942; November 3, 1943; December 17, 1943; March 6, 1944; 
and December 16, 1948. Also attached are copies of letters from ATA’s president 
to the Civil Aeronautics Board dated November 27, 1943, and March 7, 1944; 
the latter includes a study prepared by Dr. Lewis C. Sorrell, then director of 
ATA’s division of research and planning. 


ATA MinutTEs oF Boarp MEETING 
Excerpt from minutes of ATA board of directors’ meeting, April 8, 1941 


10. Feeder lines 


Upon motion duly made, seconded, and unanimously adopted, it was resolved 
that the association should explore informally the possibility of working out a 
basis whereby the granting of certificates of convenience and necessity to feeder 
lines could be accomplished without undue disruption to trunkline service. It 
was suggested that consideration should be given to amendments of the Civil 
Aeronautics Act, if necessary, to accomplish the end in view. 


Ezcerpt from minutes, ATA board of directors’ meeting, December 17, 1941 


17. Feeder lines 


Upon motion duly made, seconded, and unanimously adopted, it was 

Resolved, That the association should adopt no policy with respect to applica- 
tions to the Civil Aeronautics Board for certificates of convenience and necessity 
authorizing feeder or pickup operations. 


Excerpt from minutes, ATA board of directors’ meeting, March 15, 1942 
5. Feeder lines 


A suggestion was presented to the effect that the Civil Aeronautics Board 
Should be requested to establish some policy with respect to feeder lines which 
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would be appropriate in the light of wartime conditions. It was pointed out 
that the Civil Aeronautics Board in its letter ef December 12, 1941, has already 
announced a policy applicable to all types of air transportation. 


Excerpt from minutes, ATA board of directors’ meeting, November 3, 1943 


5. CAB investigation of feeder lines 

President Gorrell submitted to the meeting a statement of a proposed position 
to be taken by the Air Transport Association in the CAB investigation of so- 
ees air transportation. The statement is attached hereto and marked 
ae it i 

Dr. Lewis C. Sorrell, chief of the economic research and planning division of 
the Air Transport Association led a discussion of the statement. Upon motion 
by Mr. Frye, seconded by Mr. Drinkwater and unanimously adopted, it was 

Resolwed, That the Air Transport Association should vigorously urge in all 
ways, including before the Civil Aeronautics Board and all other proper agencies, 
the position as set forth in the aforesaid statement. 


(Attachment to minutes of meeting of November 3, 1943 :) 


Exurert A 


1. A determination of the so-called feeder problem should be guided by the 
principles of the Civil Aeronautics Act, as prescribed by Congress, calling for a 
system of air transportation. The problem should be dealt with as a part of, 
and in relation to, the larger problem of soundly developing and expanding the 
entire domestic air-transport system. 

2. One of the most vital considerations in dealing with the so-called feeder 
problem, or any other phase of the larger problem just referred to, is that of 
securing a sounder balance among the airlines and preserving a proper balance 
in the future in order that the welfare of no group of airlines will ever be 
unduly dependent upon any other group of airlines or permanently dependent 
upon Government subsidy. 

3. It has been a fundamental principle throughout the development of America’s 
air transportation that safety and operating standards should be maintained 
at the highest possible level and should be constantly improved—often regardless 
of cost. The American record when held up against the record of other coun- 
tries presents a startling contrast. This record is very largely responsible for 
the high level of development of American air transportation. In considering 
the so-called feeder problem, a firm stand should be taken against any relaxation 
of safety and operating standards for the protection of human life. 

4. Every present and future airline has a public obligation to render adequate 
local service as required by the public convenience and necessity which is equal 
to its obligation to render long-haul through service. This obligation extends 
not only to points which may at any particular moment be specified on its 
certificated route, but also to other points which the Civil Aeronautics Board 
deems it to be appropriate to add to such route. 

5. Surface carriers should not be permitted by the Civil Aeronautics. Board 
to engage either in so-called feeder or in trunkline air transportation. Air 
transportation remains only at the threshold of its development. To place it 
in the hands of surface carriers, directly or indirectly, will only enmesh air 
transport in the problems of the older forms of transport in the solution of 
which but little progress has been made in years. Air transportation should 
not become an instrument for furthering the conflicting policies of various 
surface carriers, nor should it be subordinated to the welfare of the more powerful 
financial interests heavily involved in the surface-carrier business. 

6. The CAB feeder investigation should include a careful examination at least 
of two matters which have been largely untouched in the hearings thus far held: 

(a) The history of the branch and short-line rail and motor operations, 
including among other things— 
(i) the absorption of initially independent interests by the larger 
lines ; 
(ii) the extent to which the branch and short lines have been de- 
pendent upon divisions of rates having no rational relationship to the 
portion of a through service rendered by the branch and short lines; 
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(iii) the problems created by substandard operating, labor, equipment, 
and other conditions on the branch and short lines; and 
(iv) the general financial histery of the branch and short lines. 

(b) A survey of traffic flows and volume, at least in the passenger field, 
among selected communities in the 5,000 to 25,000 population range. Such 
a survey never has been made. It could be made within a reasonably short 
time. The assistance of chambers of commerce, through the United States 
Chamber, should be enlisted. ‘The feeder investigation has thus far disclosed 
no substantial traffic data of this character. 


Eecerpt from minutes, ATA board of directors’ meeting, December 17, 1948 


2. Minutes of preceding meeting 


The minutes of the last preceding meeting of the board of directors of ATA, 
held at the Carlton Hotel, Washington, D. C., on November 3, 1943, were read 
by the secretary. There ensued a discussion of paragraph 2 of exhibit A 
attached to such minutes. President Gorrell informed the meeting that the 
aforesaid exhibit A, a statement concerning the CAB feeder investigation, had 
been transmitted by him to the CAB on November 27, 1943, as he had been 
directed at the meeting of November 3. He also presented to the meeting the 
association’s memorandum No. 145, dated November 29, 1943, with which he had 
transmitted to each of the members of the association a copy of his letter of 
transmittal to the CAB and the statement sent therewith (see exhibit A hereto 
attached). The view was expressed that paragraph 2 of such statement had 
been subject to some misinterpretation in the press. After discussion, it was 
agreed that this paragraph dealt with the need to avoid, as far as reasonably 
possible, a situation where some airlines—as in the case of certain short line and 
branch railroads and motor carriers—would be permanently in a position where 
they could not attain self-sufficiency. Airlines so situated would either have to 
rely permanently on Government subsidy or would be dependent for survival 
upon other airlines through such devices as disproportionate divisions of joint 
rates. It was further agreed that President Gorrell should, at an early date, 
send a further letter to the CAB elaborating and explaining the contents of 
the aforesaid statement with particular reference to paragraph 2 thereof. It 
was likewise agreed that such further letter should be circulated among the 
directors before transmission to the CAB. In this connection it was pointed 
out that President Gorrell’s original letter of November 27 to the CAB stated 
that it was proposed “to submit a more elaborate discussion of the points 
included in such statement” at an early date. Thereupon, upon motion by Mr. 
Patterson, seconded by Mr. Mosier, and unanimously adopted, the minutes of 
the meeting of November 3 were approved. 


Exureit A 


Arr TRANSPORT ASSOCIATION OF AMERICA, 
Washington 5, D. C., November 29, 1943. 
Memorandum No. 145. 
Subject: CAB investigation of feeder lines. 
To: Heads of airlines. 


Pursuant to instructions given this office during the regular meeting of the 
board of directors held in Washington on November 3, 1943, this office has taken 
the action shown in the attached communication. 

Sincerely yours, 
Epear S. Gorrety, President. 


Y NOVEMBER 27, 1943. 
Civi, AERONAUTICS Boarp, 


Washington, D.C. 


GENTLEMEN: At a meeting of the board of directors of the Air Transport 
Association on November 3, 1943, it was determined that this association should 
urge before your Board, in connection with the feeder investigation, the con- 
siderations set forth in the attached statement. 

At an early date we propose to submit a more elaborate discussion of the 
points included in such statement. But in the meantime we present the attached 
‘for your consideration. 

Respectfully yours, 


Epear 8. Gorrecr, President. 
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Minutes of the board of directors’ meeting of March 6, 1944 


17. CAB Freeper INVESTIGATION 


President Gorrell presented to the meeting a proposed statement, with an 
attached study by Dr. L. C. Sorrell, to be presented to the CAB as comments 
upon the examiners’ report in the CAB feeder investigation. Such statement 
and study are atached hereto and marked “Exhibit F.” Dr. Sorrell led a dis- 
cussion on the subject. 

At the close of Dr. Sorrell’s discussion, Mr. Harry Stringer asked to make a 
statement on the subject since it was necessary that he leave the meeting prior 
to the conclusion of further consideration. Mr. Stringer stated that All Ameri- 
ean Aviation, Inc., has no objection to the filing of the statement set forth in 
the proposed letter of transmittal, but that his company did object to the sub- 
mission at this time of the study by Dr. Sorrell; he explained that this theo- 
retical study, however ably prepared, should have been submitted at the time 
of the hearing in the feeder investigation in order that the examiners might 
have had the benefit thereof, and that it is inappropriate to submit it subse- 
quent to the examiners’ report. 

After further discussion, upon motion by Mr. Patterson, seconded by Mr. Drink- 
water and adopted with one dissenting vote, President Gorrell was directed 
to submit Dr. Sorrell’s study to the CAB, along with the proposed letter of 
transmittal, but that the letter of transmittal should be amended to make it clear 
that Dr. Sorrell’s report is presented merely as a study by an unbiased expert 
for the Board’s information but is in no way intended to reflect the views of the 
members of the association, either individually or collectively and has not been 
acted upon by the board of directors. 


Exursit F 


Atk TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., March 7, 1944. 
Civit AERONAUTICS BOARD, 
Washington, D. C. 

GENTLEMEN: On November 27, 19438, the Air Transport Association of 
America submitted to the Civil Aeronautics Board a statement of considerations 
bearing upon the issues in the feeder service investigation. 

In the light of the examiner’s report in this investigation, this further state- 
ment is submitied. 

The examiners recommend that a limitation be imposed upon existing air car- 
riers virtually preventing them from extending their services to cities of less 
than 25,000 population. 

Any such limitation, whatever its form, would violate sound transportation 
principles, would invite a wholly needless burden of Government subsidy, and 
would threaten the future coherence and efficiency of the air-transport system. 

The association’s statement of November 27, 1943, urges that a proper balance 
among air carriers is a vital consideration involved in the problem of building 
an air-transport system. This does not means that every air carrier can or 
should be equal in size to every other air carrier, or that service to the public 
must be sacrificed and the transport pattern warped merely in order to add to 
the stature of a given carrier. But it does mean that, so far as possible without 
sacrificing the best service to the public or twisting the transport system out of 
logical order, the Board should aim at a system in which each of the several 
carriers, whether present or future, shouid be in a position to attain a reasonable 
degree of self-sufficiency, without permanent dependence upon Government sub- 
sidy or the subsidy of disproportionate divisions of joint rates. 

The examiners’ recommended limitation upon existing operators—which, pre- 
sumably, would apply also to new operators of routes comparable to those now 
making up the air-transport system—would seriously militate against that aim. 
The strengthening of existing routes, or of new trunk routes, through addition to 
them of points of less than 25,000 population would be entirely excluded from 
consideration. 

Any assumption that existing or prospective trunk air routes will not need 
strengthening is a grave error. An impression seems to have grown in some 
circles to the effect that the present type of air-transport service is on a secure 
economic foundation and that, with the return of peace, it will proceed almost 
automatically upon a profitable basis. 
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This impression is born of the abnormal and purely temporary conditions of 
wartime. The combination of scarcity of transport means and urgency of travel 
and shipment will disappear, and disappear quickly, with the war’s end. In its 
stead there will reappear exactly the same fundamental conditions which air 
transport faced 4 or 5 years ago. Even the old problem of fear of air travel is 
still present, as the examiners’ report itself says. 

Furthermore, new complications to the development of common carrier air 
transport will appear. There loom enormous improvements in the speed and in 
the efficiency of competing surface transport, and the surface carriers are quite 
properly planning a vigorous and aggressive utilization of these improvements for 
the very purpose of protecting their position against air competition—a condition 
which, in years past, has been notable by its absence. There looms, too, an 
entirely new element, the inevitable growth of private carriage by air which will 
be of incalculable importance in limiting the potential for commercial air trans- 
port of both passengers and cargo—just as private carriage by surface means has 
limited (and even curtailed) the potential for rail and motor transport. There 
is every likelihood that advance in light-plane design and in the economy of light- 
plane manufacture will open vistas for private carriage which, relatively speak- 
ing, are as great as those of the private automobile. 

Without detailing all of the governing factors that affect the prospects of com- 
mercial air transport, it is evident that if there is to be a successful air carrier 
system plans for its growth cannot be based upon any assumption that the opera- 
tor of a trunkline should be excluded from the development of traffic to new 
points which he can economically serve. 

The examiners’ recommended limitation has a further and even more serious 
defect. In virtually excluding from trunk operation the points of less than 25,000 
population, the recommendation places the standard of efficient public service in 
an inferior position—whereas it should be the most important. For many cities 
of the excluded class, the public convenience, and necessity of air transportation 
will be particularly affected by the advantages of one-carrier service and quick 
connections. Moreover, the exclusion of these cities would in many cases long 
postpone, if not destroy, the possibility of their securing the benefits of air trans- 
portation upon a basis of economy and efficiency which their more populous 
neighbors will enjoy. Service to many of them can be instituted without adding 
a single mile to the trunk-route mileage—by simply adding additional schedules 
to the trunk route, flying, perhaps, a slightly less direct course. The advantage 
of such a procedure in terms of low rates to the users of the transportation, low 
rates for mail, and low public expenditures for air navigation facilities will 
often be so great that the examiners’ proposal for relegating such points to 
separate and subordinate routes would serve only to violate sound transportation 
principles, to discriminate against such cities, and to introduce—for them alone— 
a unique concept of public convenience and necessity which would produce not 
the best and most economical service available but the worst and most expensive. 

This is not to say that all future air transportation should be furnished by 
the existing air carriers or even that the trunk operator should always be the 
exclusive source for local service. But it is of first importance that the public 
convenience and necessity should always govern. However, many nontrunk 
routes or areas there may be which are not to be served by the trunk operators, 
no artificial limitation should be imposed which would effectually foreclose 
for any class of our communities the attainment of the highest possible standards 
of air service. It is equally important that the issues involved in the feeder- 
Service investigation be determined not in a vacuum, as though so-called feeder 
Service were a thing apart, but in relation to and as a part of a determination 
of the whole question of laying out the air-transport network for the immediate 
postwar period. 

Attached hereto is a discussion of certain of the relevant transportation 
principles bearing upon this broad question, prepared by Dr. Lewis C. Sorrell, 
director of the association’s division of research and planning. Dr. Sorrell’s 
study has not been approved or acted upon by our board of directors and is in 
no way intended to reflect the views of our members, individually or collectively. 
It is merely submitted for the Board’s information. 

Respectfully submitted. 

Epear 8. GorkExL, President. 
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GENERAL PrRINcIPLES THAT SHOULD GOVERN THE EXPANSION OF THE DOMESTIO 
AIRLINE SYSTEM 


Since the feeder lines’ applications essentially are but a part of the problem 
of expanding domestic air transportation, the most basic problem is that of 
evolving and declaring the general principles and the philosophy which should 
govern public action to guide and control the growth of this industry. For 
the first time in the transportation history of the United States, a public agency 
has been given the authority and responsibility to intervene in the process of 
building up a transport system, before the results have become so formalized 
that only minor changes can be effectuated. Unless public authority can dem- 
onstrate a capacity to produce a better national system than uncontrolled com- 
petitive endeavor, this resort to Government action will prove unavailing. 

Any attempt to define and apply the appropriate governing principles may 
properly be prefaced by some consideration of the difficulties which grew out 
of largely unrestrained private initiative in accomplishing the expansion of 
the railway net in the United States. Such an examination, though necessarily 
critical for the purposes of this problem, does not ignore the great benefits to 
the Nation accruing from the efforts of builders, promoters, engineers, and fin- 
anciers to increase the mileage, and reorganize the structure of the railway 
system. To ascertain the mistakes of the creators, in order that they may be 
avoided is possible, is not to disparage the daring, vision, and persistence of 
the builders or to condemn the building itself. 


LESSONS FROM THE HISTORY OF RAILWAY EXPANSION 


The major mistakes of railroad promotion were: Its spasmodic rate of de- 
velopment; the local initiation and control of much of that growth, at least in 
the regions east of the Mississippi River ; and its intensely speculative motivation 
accompanied by grandiose personal ambition. 

The rate of expansion was spasmodic, producing recurrent booms and depres- 
sions in the industry itself, and amplifying those in the economic structures 
generally; resulting in bankruptcies, losses to investors and to communities, 
reorganizations, and speculative gains for the fortunate. 

The local motivation and initiation started many railroads that began and 
ended at very inconspicuous places, which were not laid out in terms of sound 
traffic strategy, and gave little attention to any rational national plan, until 
long after, when building was virtually complete, and consolidation had evolved 
systems out of fragments. Duplications of routes for speculative sale, under- 
standings relative to territories which were not to be invaded by competitors, 
struggles to acquire terminals and strategic lines were frequent enough. And 
in the process of creating system out of fragments, many segments entered into 
the combination that were not useful to the revised structure; many more 
have remained entirely outside, and persist today—if they survived at all—. 
as planetary debris; too small to be operated economically, too lacking in traffic 
to attract the attention of their larger rivals. Any casual inspection of the 
Official Railway Guide will reveal scores of such small railways varying from 
15 to perhaps 200 miles in length, and operating only into and out of very 
secondary cities. 

The speculative fever that gripped communities and individuals alike—the 
railroads, too, had their glamour periods—aided and fostered by unwise political 
action and subsidies, tended to discount the future growth by years when it 
should have been decades. Personal ambition has left its mark in systems weak- 
ened by overexpansion, in financial weakness of other railroads that did not 
succeed in coalescing but still bear the costs of the attempt, in the high-sounding 
names of railroads whose titles betrayed a geographical determination which 
has never been realized in one-tenth part. 

In efforts to effect correction and revision by consolidation, reorganization, and 
abandonment, the opposition of vested interests in labor, communities, and 
investors, as well as Government departments, has often successfully resisted all 
progress in that direction. 

Thus the trilogy of events: Unwise and too rapid expansion; too much specu- 
lation which discounts the time required for sound accomplishment; poorly 
directed and organized creation because dominated too much by local and per- 
sonal views of interest and profit, without the check rein of some national plan; 
and subsequent correction—if done at all—only at much labor and expense in 
overcoming the opposition of interests vested in things as they are. 
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In an unsettled, westward expanding country, without history, the process 
perhaps could not have been otherwise; and the price paid may have been well 
worth the cost, but air transport enters the stream of history at a later date, 
when experience has lessons that can be applied to diminish the mistakes of 
undiseiplined economic impulse. 

Applied to the instant case, those lessons are three. (1) Plan for future 
growth, but do not force the rate faster than real public need requires; promote 
wisely, as if in terms of an investment of money. (2) Plan nationally in order 
to test individual and community proposals by their conformity or nonconformity 
therewith. (3) Adhere to prior planning to avoid defects; do not assume that 
major defects can be corrected after vested interests have grown up about them. 

Air transport ought not to be regarded as immune to lessons from transporta- 
tion history. All the mistakes that dogged the development of railroads are 
potential for the air age; the same clamors, the same assertions of private inter- 
est under the phraseology of public welfare. 

If it is now asked how such counsels may be implemented, the answer is this: 
by evoloving a general but flexible plan of expansion, based upon four concepts, 
as a guide to the approval or rejection of specific proposals. (1) The pattern of 
serviceability which the airplane at any given stage in its development offers as 
compared with other modes of transport; this should indicate its general accepta- 
bility. (2) The operational limitations of commercial aircraft, which approxi- 
mately determine the organization of the service itself. (3) The traffic flow 
pattern in the United States—chiefly passengers at present, but more inclusive 
later on—which indicates where passengers originate and go, and which thus 
serve to yield a geographical determination of routes. (4) The organization of 
comopany responsibility for the various types of air transport in the different 
sections of the country. 


AIR TRANSPORT SERVICEABILITY 


1. With respect to passenger, mail, and express service performed by conven- 
tional types of planes, past experience indicates that little business is expectable 
for distances under 100 miles. The air-traffic survey for September 1940 shows 
that only 7 percent of the passengers originated by airlines in that month, and 
1.26 percent of the passenger-miles were for distances under 100 miles ; 41 percent 
traveled between 100 and 250 miles, and piled up 15.6 percent of the passenger- 
miles; while 52 percent journeyed over 250 miles and accumulated 83 percent of 
the passenger-miles. This condition is not attributable to the number of points 
served, but, rather, to the fact that the serviceability of scheduled aircraft, as 
compared with that of alternative surface modes of conveyance, is markedly 
lower for such short distances. Trips of 100 miles can easily be accomplished 
in 2 to 3 hours by private automobile, train, or bus; and taking into account the 
greater time going to and from airports, as well as the lower frequency of air 
services, little time is saved by use of the plane. 

2. There is no reason to suppose that this condition will be greatly changed 
by extending the service to more numerous points, since the frequencies are likely 
to be less rather than more, and the same relative relationship between plane 
and surface modes of transport will exist. Some exceptions may be found in 
the West and South, where isolation in terms of surface agencies has existed for 
decades ; but in the main a patron living in a city of 10,000 and desiring to travel 
to a city 85 miles away, will have no more reason for employing air transport 
than would a resident in a city of a million the same distance removed from 
destination. 

3. Whether the helicopter will prove more useful for such services than the 
conventional plane cannot now be determined ; and some time must elapse before 
its suitability will be known. (Inquiry at the CAA indicates that there are only 
a half dozen civil helicopters which have been registered in the United States. ) 
Its low cruising speed will render it quite inferior to conventional planes for 
trips of any distance over 100 miles; and should the helicopter be employed for 
local service, with frequent stops every few miles, its overall speed would be 
pulled down so low that it would possess little advantage over surface methods 
of equal frequency. 
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THE OPERATIONAL LIMITATIONS OF AIR TRANSPORT 


4. Generally speaking, the greater the speed of any transport vehicle, the fewer 
the stops that can be made to pick up and discharge passengers and cargo, 
without greatly reducing the speed between terminals. This is well exemplified 
in rail practice: Between Chicago and New York first-class rail express trains 
operate the 960-mile stretch with from 5 to 10 stops, and overall averages well 
in excess of 50 to 60 miles per hour. Another type of limited-stop train runs 
on schedules calling for 15 to 20 stops, averaging 40 to 45 miles per hour between 
terminals. Local trains on the main line, stopping every 7 to 15 miles may 
average 30 miles per hour. And a similar condition obtains in air transport, 
except that the condition operates more powerfully because the speed is so 
much greater, the terminal time both absolutely greater and relatively more 
important. A plane capable of cruising at 180 miles per hour can hardly maintain 
an overall average better than 135 to 140 miles per hour if it stops every 100 
miles; and its overall speed would approximate 110 miles per hour stopping 
every 50 miles—allowing in both cases only 10 minutes for loss of flying time, 
which may be rather low. This terminal loss will be relatively greater as the 
speed of planes increases above 200 miles per hour. While it would be dogmatic 
to state the conclusion too positively, at present it seems reasonable to assume 
that scheduled air service by conventional planes cannot afford to stop more 
frequently than every 50 miles or so, without sacrificing much of the acceptability 
of the service to the patron.” 


THE PASSENGER TRAFFIC FLOW PATTERN IN THE UNITED STATES 


5. In any competent planning of air transport expansion, it is necessary to 
consider, not only the distances which patrons travel by air, and the stop limita- 
tions of airline operation, but also the concentrative and directional character- 
istics of passenger traffic flows within the United States. Such channelizations 
of traffic are the result of past transportation development, population distribu- 
tion, and economic growth; but they are the basic environment aspects with 
which domestic air transport must deal. Air transport in the United States 
did not enter an economic vacuum as did the western railroads; it enters areas 
already built, and having a developed pattern of intercourse and communication. 

6. Taking the United States today, the first distinctive locational aspect is 
the existence of certain gateway cities, which are the objective or the focusing 
points of the larger part of the distance passenger traffic—herein defined at 100 
miles or more—throughout the country. The more important of these gateway 
cities are located on the perimeter of the country, where sea or foreign trans- 
port systems meet land and national carriers; they include many of the largest 
cities in the Nation, such as New York, Chicago, Twin Cities, Los Angeles, etc., 
and their metropolitan areas. There are 18 that may be regarded as major, 
and several others of less importance. They are the logical starting and stop- 
ping points of transport systems in existence before the advent of air trans- 
portation; transport agencies stopping short of them in their expansion pro- 
grams usually endeavor to get into them directly or by connections. 

Within the United States one might single out some 18 more places, constitut- 
ing interior gateways—places such as Pittsburgh, St. Louis, Kansas City, Denver, 
Memphis, and their satellite cities and vicinities. In the past some land systems 
of transport began or stopped at these points; in some cases they confronted 
what were then regarded as natural obstacles; in others north and south routes 
crossed east-west lines, and thus afforded logical points for interchange. They 
too are often regarded as logical starting and stopping points for land carriers, 
though many pass right on through them to perimeter gateways. Some of them 
may be passed on one direction and not in another, or constitute an intermediate 
point for one carrier, and a terminal for another. 

Call the routes connecting each of these perimeter and interior gateways with 
each other the trunk routes of the country; and the lines or carriers serving 
them over such routes, the trunklines. It is the logical objective of transport 
strategy for any carrier to embrace two or more of these important gateways 
within its operating system directly or by close connection. In 1940 the munic- 
ipal population of these gateway cities approximated 27 million—20 percent of 
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the population of the entire United States, rural and urban, and 36 percent of 
the urban population. Their metropolitan districts necessarily embraced sev- 
eral millions more. 

7. For the most part lying routes between these gateways—either on a direct 
line or on only a slightly circuitous line not over 15 to 20 percent longer than the 
direct line—are found most of the remaining cities over 25,000 population which 
number 374 in addition to those included in the gateway classification. Many 
of them are satellites of the large gateway centers; in many other cases they are 
so grouped in 2’s, 3’s, and 4’s, that a single airport could readily serve 
them for air transport. They add another 18 million to the population of the 
gateways. The volume of travel between them, and between them and the gate- 
way cities is very large, and generally falls into the same pattern as that of gate- 
way travel. Thus it helps to swell the total moving over the trunk routes. 
Probably these secondary cities—as they might be called for present purposes— 
together with the gateways account for much the larger part of the distance 
travel by common carriers in the United States. 

8. There were 665 cities between 10,000 and 25,000 populations at the 1940 
census, With an aggregate population of 10 million. For present purposes these 
cities may be defined as third-class cities. Many of them are within the metro- 
politan orbits of gateway and secondary cities, and thus belong to the pattern 
of travel of those places. Most of the remainder may also be found on or adja- 
cent to the trunk routes, often in groups of 2, 3, or 4, and within a radius of 15 to 
25 miles from each other; such groups might easily be served by a common air- 
port, and be considered a single city for purposes of distance travel. 

9. In general it may be said that in the northeast and in the west, the pre- 
dominant direction of travel is east-west and west-east, with secondary volumes 
north and south except at the seaboards, where the close proximity of very large 
cities has created very large volumes of north-south traffic. In the south and 
the southwest, the predominant direction of traffic is north-south and reverse, 
with secondary movements in the east and west directions. 


THE ORGANIZATION OF PASSENGER SERVICE 


10. Taking the railroad passenger service as the analogy among surface car- 
riers closest to the type of passenger carrying which airlines must perform, 2 and 
sometimes 3 classes of passenger trains are operated to accommodate the traffic. 
The long-distance express train operating over distances of 200 to 2,500 miles 
between gateway and important secondary cities accords a very limited stop serv- 
ice at 50 miles per hour and higher, with stops 100 miles or farther apart. On 
some roads an intermediate class of train also operates on a limited stop schedule, 
with stops perhaps averaging 50 miles or so, serves remaining secondary cities, 
and in the west and south, cities in the third population group. Local trains 
with runs of 100 to 250 miles and stopping every 7 to 15 miles, accommodate the 
remaining secondary and third class places, and smaller towns, such local service 
is frequently of the 2 to 4 daily service type. The same railroad company renders 
all classes of passenger service, and for the most part over the same tracks; fixa- 
tion of routes largely precludes assignment of through and local services to differ- 
ent operating companies, so long as the operator is also the owner of the roadbed. 
And excepting the commutation trains, train operation is linear rather than 
radial; i. e., the routes are planned to embrace two or more important cities, 
instead of shuttling back and forth between a terminal city and outlying points 
of very limited traffic importance. 

11. The long haul characteristic of airline transport, together with the limited 
stop aspect enforced by high speed, suggests the necessity of redefining express 
and local service for air transport. Assuming that, on the average, airline 
Stops cannot be less than 50 miles, then service that averages stops at distances 
between 50 and 100 miles might properly be regarded as intermediate for the air; 
while express air service would either be nonstop or limited to stops averaging 
well over 100 miles apart. 

12. Since so many of the secondary and third-class cities not presently certifi- 
cated for airline service are situated on or adjacent to the routes over which 
planes fly between gateway and important secondary points, it is logical to infer 
that intermediate airline travel can readily be assimilated into the express service 
now or presently to be established between the large cities, and the responsibility 





1710 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


therefor assumed by trunkline operators. Clearly the railroads have so consti- 
tuted their services; since the railroad route and tracks were laid right through 
such towns and cities, it has almost never been questioned that the rail operator 
of express service should also provide the intermediate and the local services. 

As illustrating the fact that the locational tendencies of most cities in the 
United States sanction their linear alinement pretty close to direct airline trunk 
routes, two examples may be offered. The routes of Transcontinental and West- 
ern Airlines between Wichita, Kansas City, and Chicago—approximately 600 
miles—can count 15 cities of 10,000 population or more that by map measure- 
ments appear to be within 25 miles of those routes; and most are within 10 
miles. Or taking another route, which today is not an air route, nor even a con- 
tinuous railroad, viz, from Brie, Pa., via Albany, Lowell, Mass., to Boston; in 
close proximity to this 470-mile route are 14 cities of more than 10,000 popula- 
tion, not including 4 which may be considered the Albany gateway. All of these 
cities are on the main lines of railroads, though not the same ones. Numerous 
other examples might be cited. Furthermore it is a familiar chapter in the 
history of our bus system that—as Mr. Hill of the Greyhound system testified 
in the hearing on the feeder investigation—the bus companies found that linear 
routes were necessary, after earlier experience with other types of routes which 
proved wholly unsound. 

13. But it may be contended that in this respect air transport is significantly 
different from rail. The railroads must provide, maintain, and operate extensive 
roadbeds and terminals, which demand as complete utilization as possible in the 
interest of economy; except where high traffic densities obtain in both through 
and local services, it would manifestly be very wasteful to provide separate 
tracks and terminals for them. Socially speaking, the same is true of airports 
and airways. But since the individual airlines do not customarily own such 
terminal facilities, it is argued by some that the same necessity and incentive 
for joint responsibility in providing local and through services dees not exist 
in air transport, as obtains in the railroad case. One airline company pro- 
viding and maintaining through service, and another providing local service, 
might—it is said—operate over the same routes and into the same terminals. 

14. The factual difference between rail and air transport does not support the 
conclusion drawn therefrom. For the economic condition that dictates joint 
responsibility for these two services does not rest entirely upon tracks and ter- 
minals; to a greater degree it is a function of the entire organization, including 
traffic, general administration, and some expenses incurred in the maintenance 
of equipment. This is well exemplified in the Passenger Traffic Report of the 
Federal Coordinator of Transportation in 1934, which presented an analysis of 
the direct and apportioned expenses of the class I railroads of the United States 
in terms of main line limited and main line local passenger trains. The follow- 
ing table shows the breakdown of the direct and apportioned expenses of the 
railroads considered as a system in terms of these two classes of operations. 
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TABLE No. 1.—Analysis of class I railroad expenses of main line passenger train 
service. Total expenses distributed between limited and local trains, (for the 
year 1933) 
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Source: Passenger Traffic Report, Federal Coordinator of Transportation, pp. 205-206. The above figures 
do not include the maintenance of Pullman cars by that company itself. 


Now it should be observed from table No. 1 that yard, station, and road main- 
tenance expenses are by no means the only joint cost operations for the limited 
and local train operation, nor even the largest portion of that type of expense. 
Thus the group denominated “overhead” in that table, which is largely common- 
expense for both services, is larger absolutely and relatively than the yard, 
station, and road expenses. Furthermore, in both maintenance of equipment and 
in road movement will be found more expenses common to both limited and 
local train services—such as superintendence, materials storage and control, shop 
operations, dispatching—which in the aggregate are very substantial, and would 
have to be incurred for and entirely borne by the limited train service, were 
there no local trains to sustain part of the burden. It is impossible to estimate 
this precisely, but it is quite probable that outside of track and yard maintenance, 
and station operation, fully 35 percent of total expenses shown above are joint 
between limited and local trains; and that both services would be considerably 
more expensive if operated by separate companies. And it will be further 
observed that these joint expense items outside the station-yard-track accounts 
in the aggregate exceed the latter by a wide margin. The conclusion of the matter 
is that the economy of joint operation of limited and local train service on the 
railroads does not derive entirely or mainly from the existence of joint track, 
joint yards, and joint stations, but even more from overhead, maintenance of 
equipment, and movement. 

And in passing it should be noted that considerable advantage accrues to 
joint operation of the two services in a certain interchangability of equipment, 
and flexibility resulting from continual redefinition of the services, i. e., shifting 
from time to time to a given stop from limited to local, or the reverse, as changes 
in the volume of traffic dictate. Strictly speaking a rigid distinction between 
limited and local service is impracticable from the standpoint of economical 
operation. 

15. Comparison between rail and airline operations is difficult by reason 
of divergent practices regarding the classification of expense accounts. For the 
fiscal year ended June 30, 1940, the eight principal groups of airline expenses 
were as follows: 
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Item No. 1 is fairly comparable with road movement in table No. 1; percent- 
tagewise they are not very different, but the rail item is somewhat more inclusive. 
Items 2 and 8 correspond fairly well to maintenance of equipment in the rail 
analysis; again the percentages are close, but the rail embraces some expense 
accounts found elsewhere in the airline accounting. Traffic, sales, advertising, 
general and administrative are likewise found in overhead as set forth in table 
No. 1; but the latter includes rentals and taxes as well. Indirect flying opera- 
tions, maintenance, and depreciation are scattered throughout the railroad 
groups which contain movement, maintenance of equipment, stations and yards. 
There is nothing in airline operations corresponding to maintenance of road 
and structures in the rail classification; it should be stated, however, that as 
related to passenger services that is but 11 percent of the rail outlays. 

But regardless of these incomparables, it is quite clear that insofar as this 
question of joint operating responsibility for local and trunkline services is con- 
cerned, air transport is not materially different from rail in its economic aspects. 
Thus, traffic, sales, and advertising activities are joint for local and for through 
traffic, and the total expense is diminished when shared by both; and the same 
holds true of general and administrative. Both of these classifications are larger 
relatively than for the railroads, and together in 1940 accounted for 20 percent 
of the total. Scattered throughout items 4, 5, and 6, are numerous accounts— 
such as expenses and salaries of superintendents, communication officers and 
assistants, clerks and attendants, meteorologists, rentals or field offices and build- 
ings, operation of shops and stores—which would be shared by local and through 
services. It is altogether probable that the percentage of total operating expenses 
of the airlines which would be common to both local and through services is as 
great as, or greater than, that which prevails in the case of the railroads—even 
including in the latter the maintenance of yards, tracks, and stations. The fact 
that airline expenses for general administrative plus traffic, sales and advertis- 
ing aggregate over 20 percent of the total, as compared with 9.6 percent for 
the railroads’ main line limited and local passenger services, provides a com- 
plete offset to the rail 11 percent for maintenance of roads and structures, and 
argues the incomplete utilization of this portion of the airline general organi- 
zation. 

The conclusion then on this branch of the inquiry is this: The economic advan- 
tage that determines the desirability of joint operating responsibility for through 
and local passenger services is not predicated primarily upon any single factor 
such as stations or roadbeds, but rather upon the functioning of the entire organi- 
zation. Underutilized overhead, when it reaches the proportions found in air- 
lines and railroads—and whether embodied in personnel, working capital, stores, 
shops, buildings, roadbeds, or technical specialists in science, law and research— 
is the impelling force which, added to the greater flexibility in use of equipment 
and definition of service, dictates joint responsibility for such services vested 
in the same operating managerial entity. 

16. A second organization question, closely related to the foregoing, is pre- 
sented by the clash between linear (or parallel to trunk routes), and radial 
proposals for expansion of air services. The former would constitute much— 
and perhaps most—of the local-feeder service directionally along the routes of 
the trunkline operators; the latter method would create local routes radiat- 
ing outward from important centers—like Kansas City, Des Moines, and others— 
to some small terminal point where they would end like stub ends of rapid 
transit lines, or the branch lines of many railroads. The proponents of neither 
seem to have claimed exclusive rights to occupy the field, and the proper scope of 
neither has been delineated. 
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Deferring for the moment the important question of defining types of service 
which a national system of economical air transport should recognize and main- 
tain, the advantages of the linear or parallel method of organization should be 
evident ; and conversely the inherent properties of the radial scheme should be 
emphasized. For the radial structure of local transportation as contemplated 
herein is akin to that of rapid transit in metropolitan areas. Despite the high 
frequencies maintained in our cities, urban transit vehicles do not maintain large 
vehicle-mileage per annum; thus urban buses must normally be content with 
30,000 to 35,000 miles, whereas intercity buses average well over 5v,UvU miles, 
and often attain 80,000 and more in the operation of some large fleets. And 
further, notwithstanding the heavy one-way load factors encountered at rush 
hours, transit vehicles do not have good load factors. For example, the commuta- 
tion traffic of the steam railroads produces less than 40,000 miles per year per 
vehicle, and approximately 30 percent load factors. And while passenger-mile 
data are generally lacking for transit performance, rough calculations based 
upon average length of trips indicates that the same situation tends to prevail 
in all branches of city transport. It is an interesting paradox that intercity 
transport can simultaneously build up both good vehicle mileage and good load 
factors, while in city transport these two objectives appear to be incompatible 
with each other. 

The radial method of organizing local air transport service in effect extends 
the rapid transit idea greater distances from the metropolitan center. In doing 
so, it retains the inherent difficulties of transit, without securing its one real 
advantage, namely high density deriving from the close proximity of populous 
areas and high frequency of travel. And the reasons for this condition are clear. 
Generally as transportation units move outward from the center toward the 
periphery—unless the terminus itself is a populous district—they tend to lose 
more passengers than they pick up. Therefore, even if they start with something 
like a full load, they arrive with a very small one; and the average load factor 
will probably be less than 50 percent. On the return trip they gain more than 
they lose, but still the average falls below 50 percent. Again, as applied to air 
transport where passenger traffic is involved, the schedules must be adapted to 
the needs of .patrons; presumably two services each way daily will be required, 
suitably spaced to return the passenger the same day. If now the area of opera- 
tion is conceived as extending 100 to 150 miles outward from such a center, an 
airplane can hardly accomplish more than two round trips daily; and thus could 
hardly accumulate, more than 400 to 600 plane-miles per day. 

Consider now the possibilities when local service is organized in linear fashion 
between secondary and third-class cities along the trunkline routes. Here it is 
practicable to plan routes to permit 1,000 to 1,200 miles per plane per day or 
more; and since such routes are from 500 to 600 miles in length, they will normally 
pass through 2, 3, or even 4 metropolitan centers while serving cities and towns 
of smaller size. In doing so they build up traffic along the route as well as dis- 
tribute it; and accordingly it is practicable to secure load factors well in excess 
of 50 percent while maintaining good vehicle performance daily. The history of 
intercity bus transport in the United States is an excellent example of this ten- 
dency; and numerous railroad passenger runs in the United States can be ad- 
duced to show the same trend. 

The conclusion on this point is that the preferable method of organizing local 
air service is the linear, or parallel to the trunk, route scheme, because it ac- 
cords with the predominant directions of traffic flows, and because it offers the 
advantages of greater mileage per vehicle together with higher load factors. And, 
it may be added, it better facilitates the integration of local and through services. 
Since it is the preferable mode of organization it should be employed to the fullest 
practicable extent. 

However, recognition of this principle does not altogether bar employment of 
the radial idea, especially in operations that are presently known as pickup serv- 
ice. Where the service is mainly for small quantities of mail and express, and 
can be scheduled without major emphasis upon passenger convenience, the radial 
type of organization basing upon gateway and important secondary cities may be 
capable of expansion. 

What is the fullest practicable extent of employing the mode of organization 
here advocated? Starting with the air transport system now existing, and en- 
visioning its expansion to embrace more and more communities within the scope 
of its trunkline and parallel local services, what are the presently expectable 
limits of that scope? 
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I. THE PRESENTLY REASONABLE LIMITS OF TRUNK-LOCAL SERVICE EXPANSION OF 
AIR TRANSPORT 


17. The facts concerning the present extent and community coverage of the 
domestic air transport system have been recited too often to require further refer- 
ence here. All gateway cities, many secondary and third-class cities, as well as 
a few places under 10,000 population, are certificated points on existing routes. 
The trunk system connecting gateways and the larger secondary cities is fairly 
complete ; apart from such duplication of routes as public authority may approve, 
a brief examination of the map would probably show hardly more than a dozen 
additional trunk routes or segments, which might serve to connect isolated areas, 
and create direct connections between a few important gateways. 

Such routes would roughly add some 7,000 miles to the forty-seven-thousand- 
odd miles of prewar certificated routes. Filling such gaps would round out the 
trunkline system, but would not add many cities to the list of points served, 
though it would create more directional availability at a number of cities.’ 


18. The extension of an integrated trunk-local system of air transport to em- 
brace most cities down to 25,000 population, which are not presently served, and 
which are not already included in metropolitan aggregates, appears to be dis- 
tinctly feasible, both from the traffic-revenue and operating points of view. The 
September 1940 Air Traffic Survey contained 31 cities of 25,000 to 50,000 popula- 
tion. Their daily averages of air passengers in that month ranged between a 
low of 2.2 persons to over 33; the average for all such cities was 12 persons daily. 
The average population per city was 34,500; 7 were in the northeastern section 
of the country; 2 were centers of aggregate urban population much larger than 
themselves. Included were 3 cities with off-season lows. For cities in this 
population classification, the potential passenger traffic and revenue, together 
with available express and mail seem clearly to warrant their inclusion in this 
trunkline local system of air transportation. 

19. With reference to the present issue, cities and communities below 25,000 
population constitute the erucial point. Unfortunately, the evidence is very 
incomplete, and the recent hearings in the investigation of local-feeder pickup 
air service did not secure a clear showing of the traffic potentials. Data were 
submitted from only 3 sources, are fragmentary, and may be nontypical. 

(a) Continental Airlines submitted data regarding the air passenger traffic 
originated at 7 small cities on their lines—varying between 6,000 and 17,000 
population—in Kansas and New Mexico. Over a 30-month period these small 
cities appear to have originated slightly more than 1 passenger each daily; 
2 cites average better than 2 persons. It is doubtless to restricted in locality to 
be taken as typical. 

(6) The September 1940 Airline Traffic Survey also presented an analysis of 
airline passenger traffic for cities below 25,000 population then enjoying air 
service. The summarized results are as follows: 


2 Could the trunkline system of air transport then be regarded as substantially complete? 
The only ne available is found in the class I railroads of the United States. 
These railroads operate in passenger services approximately 165,000 miles of line, of 
which some 5,000 are computation solely or mainly. In the remainder, which con- 
stitutes the intercity passenger routes, some duplication is occasioned by trackage rights ; 
it is not known just what this latter figure is, as it pertains to the passenger business. 
It is probably, however, that allowing for such doch the total intercity passenger line 
mileage of these railroads is about 150,000 to 155, miles. 

However, not all of this is main line facility ; much of it consists of branch and secondary 
lines. Although the subject has been frequently pondered there does not eppeas to be any 
consistently applied concept of mainline, and branch line. The Interstate Commerce Com- 
mission calls for the separation, but largely leaves the definition to the carriers themselves. 
However, if one regards for the pu of this comparison, the main lines as those which 


connect the gateways and important cities, and maintain express train services over them, 
b 


not just local trains, or mixed freight-passenger trains probably not over one-half of the 
rail passenger intercity lines may considered main. Timetable examination of roads 
like the New York Central, Pennsylvania, Chica & Northwestern, Southern Pacific, 
and so, will hardly show more than one-half of their passenger lines in this classification. 
And some main lines of smaller roads do not reveal much express train service. As in 
other forms of transport there exists considerable paralleling of main-line tracks. It 
should be noted that this main-line rail mileage not only carries most of the express trains, 
but also a large part of the local traffic. 
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Airline passenger trafic—Cities under 25,000 population—September 1940 air 
trafic survey 


Number | Aggregate | Average | Aggregate 
City classification cities population | population | traffic— 


10,000 to 25,000 
Under 10,000 


Air traffic averages—Persons per day 


Lowest Highest 
average 


10,000 to 25,000 
Under 10,000 


The above averages include traffic in and out; even so they are higher than 
those shown in the Continental exhibit. 

(c) The Greyhound Corp. submitted a survey of travel in 1941, conducted by 
Paul W. Stewart & Associates. One part of this survey consisted of an interro- 
gation of some 10,000 persons 16 years of age and over, in various urban cities 
throughout the United States. Data obtained permit a calculation of the average 
number of out-of-town trips made by respondents in 1941, in private automobiles, 
airplanes, trains, and buses. Recasting certain of the tables to show the varia- 
tion in common carrier travel by size of cities, the following results obtain: 


Number Number trips by common 
reporting carriers 
City groups outel-tewn }————— —_——____—_—- 


trips Aggregate Per person 
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Out-of-town trips were not defined, and interpretation was left. to the re- 
spondent. While no definite statement was made by the officer responsible for the 
survey, the presumption—based upon known facts regarding the total volume of 
intercity travel by all common carriers in the United States—is that the number 
of trips reported by respondents to the questionnaire should be multiplied by 2 in 
order to yield the number of 1-way trips. 

The larger number of journeys reported from the smaller cities than from the 
larger ones, presumably indicates that many people in the former commonly re- 
gard as out-of-town various short-distance trips that would be in town and 
performed by rapid transit in the larger metropolitan centers. It should not 
escape notice, however, that the average number of trips reported per person in 
cities and towns of 2,500 to 10,000 inhabitants is much higher than for either 
smaller or larger places. Examination of the particular cities and towns em- 
ployed in this classification shows that 9 out of 10 of these places were within 10 
to 20 miles of some very large city ; people living in such close proximity to some 
metropolis would be more likely to make frequent out-of-town journeys to such 
centers, than would be true of cities of similar size which are more isolated. In 
this segment of the survey there appears to be a strong element of error, which 
produces an apparently higher volume of travel by common carriers than should 





1716 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


prevail. Indeed, there is little reason to suppose that the average frequency of 
out-of-town trips for such communities should be very much different from that 
obtaining in cities of 10,000 to 50,000. 

20. The inconclusive character of the data relating to expectable common car- 
rier passenger traffic of cities in the 5,000 to 25,000 class, is evident. Actual air 
travel to and from such communities served by the airlines in 1940 is helpful; 
but they constituted only 51 out of 1,630 towns of that size at the 1940 census; 
and 1940 air experience does not reveal the total distance travel market—herein 
considered to be travel for 100 miles or more—which air transport should more 
deeply penetrate in the future. The Stewart survey, referred to above, does show 
the probable volume of common carrier distance travel originating in a small 
number of such cities in 1941; but except for the inference that outbound trips 
probably generate an approximately equal return, it does not indicate the 
amount of inbound traffic originating elsewhere ; and as previously observed, the 
showing appears to be erroneous for towns in the 2,500 to 5,000 group. 

It is very desirable to possess more accurate information respecting the distance 
travel habits of people residing in cities and towns in the 5,000 to 25,000 classifica- 
tion, the volume of inbound traffic originating elsewhere, the degree of dispersion 
or concentration thereof as pertains to origins and destinations, and the pre- 
dominant directional flows; especially as cities of this size seem to be the critical 
point in the definition of air transport service, and the determination of proper 
organization. The ease seems to require a further investigation of their traffic 
potentials, which would be confined to cities of this size, but would include more 
of them, and would be more representative of conditions obtaining in different 
sections of the country. Specifically, it should embrace several methods of ap- 
proach, and not one only. For some brief but representative period the total sales 
of tickets by both railroads and bus lines involving trips over 100 miles should 
be tabulated, and analyzed in terms of sectional destinations. This would 
measure the capacity of these places to originate distance travel, and would reveal 
its general destinations. It should further be supplemented by traffic counts on 
selected representative days to ascertain the relative volumes of such traffic in- 
bound and outbound, and the relationship between travel generated in the city, 
and that which originated elsewhere. It should be further supplemented by in- 
terrogation of local chambers of commerce, and passenger traffic representatives 
of common carriers and ticket agents, in order to secure their impressions of nor- 
mal volumes, seasonal variations, and general or noteworthy characteristics of 
such traffic. Data of these types secured by a competent market survey ought to 
produce more reliable conclusions regarding the expectable air traffic to and from 
communities of this population size. 

21. But should it nevertheless seem necessary to proceed solely on the basis of 
existing information—inadequate though it is—then consideration should be given 
to the total volume of distance travel to and from cities in the 5,000 to 25,000 class, 
and the probable degree to which air transport during the next 5 to 10 years will 
penetrate this market. 

For this purpose, the Stewart survey, cited above, offers the most relevant evi- 
dence, because it embraces all modes of carriage—private automobile as well as 
common carrier. For cities in the 10,000 to 25,000 class, the expectable origination 
of common carrier out-of-town trips is 3.18 per person above 16 years of age, who 
in 1941 reported any out-of-town journeys; this figure multiplied by 2 in order to 
produce 1-way trips become 6.36 per annum. For cities in the 2,500 to 10,000 
class the corresponding figures are 5.3 and 10.6; but as previously stated an error 
is present there ; and it must instead be assumed that their distance travel pattern 
conforms to that of cities in the next higher rank. Since only 76 percent of the 
persons 16 years of age and older reported any out-of-town trips in 1941, and 
since the persons of those ages were 75 percent of the total urban population in 
1941, it follows that most of the out-of-town trips will be made by 76 percent of 
75 percent, or 57 percent of the total population. This percentage of the popula- 
tion multiplied by 6.36 should produce the number of expectable out-of-town trips 
originated and returned by common carriers. It is an average figure, without 
allowance for exceptional conditions that may increase or diminish frequencies, 
and without consideration for such travel as may come fromm the portion of the 
populace under 16 years of age. 

On that basis of computation, a town of 5,000 should average about 18,126 com- 
mon carrier out-of-town trips; and the corresponding figures for cities of 10,000 
and 25,000 would be 36,252 and 90,650 in 1941—-which was a pretty good year for 
travel, though as yet little affected by the huge increases precipitated by the war. 
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Such a method of calculation necessarily assumes that, in order to avoid duplica- 
tion of results, each town shall be credited only with its origination and return; 
but it must be recognized that an additional stream of traffic does originate else- 
where. 

The Stewart survey further shows that for all out-of-town common carrier trips 
in 1941, 11 percent were for distances between 100 and 249 miles, while 11.5 per- 
cent were 250 miles and over. These percentages are somewhat out of line with 
other experience, especially in the bracket over 250 miles, Preceding information 
on this subject is summarized briefly in the accompanying table. 


Passenger travel by common carriers in the United States—Percentages of total 
such traffic moving 


100 to 249 | 250 miles 
miles and over 


Intercity motorbus, D: 


3. 

38. 

5. 

3. 

Domestic airlines, September 940 50. 


1 Interstate Commerce Commission, Ex parte 123. Not including reduced-fare travel. 
2 The Intercity Bus Industry at War, p. 35, National Association of Motor Bus Operators. 


It is difficult to summarize these, first because they apply to different years, and 
different months in the years; second, because the railroad figures pertain only 
to eastern carriers, and it is well known that the trips in the West and the 
South are for longer distances. But if bus travel for December 1942, is reduced 
in volume to offset the greatly enhanced traffic of that year as compared with 
1939 and 1940, the overall averages from the above table would be approximately 
13.6 percent for 100 to 249 miles, and 6.2 percent for over 250. However, inclusion 
of western and southern railroads and reduced fare travel would certainly in- 
crease the distance travel by rail; it is probable that the percentages would 
more nearly be 14 and 7.5 to 8 respectively.* 

Applying such percentages to the total expectable common carrier passenger 
traffic to and from such cities—computed in the manner shown on page 21 (14)— 
the results appear in the following table: 


Total Te cee Daily traffic average 
common- ps 0 
Cities of— carrier to 249 miles 


How far and how fast commercial airlines will penetrate this distance travel 
market during the next 5 years is problematical ; but their prospects go far beyond 
existing attainments. Taking one-half of the travel over 250 miles, and one quar- 
ter of that between 100 and 249 miles, as reasonable possibilities within that time 
period, then for a year like 1941 airlines could expect daily averages of 4.1, 7.5, 
and 18.7 passengers, respectively, at such cities. Again it should be emphasized 
that those are general averages, which do not reveal the diverse conditions that 
exist at different cities of the same size. 

Such potential passenger traffic—plus whatever mail and express might be 
added—would probably justify extending local air transport by trunkline oper- 
ators down into cities of 10,000-25,000. With two services each way daily, a 
plane stop should mean discharging and taking on one passenger each ; and, con- 
sidering the high average length of haul, the volume of passenger-miles and pas- 


Federal Coordinator of Transportation, Passenger Traffic Report, p. 172. “A major 
southeastern railway has furnished percentages showing the varying distances traveled by 
passengers over its lines: 1 to 25 miles, 45 percent; 1 to 100 miles, 80 percent; over 100 
miles, 20 percent.” 


77632—57—pt. 1, vol. 3———-20 
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senger revenues would be quite substantial. Below the 10,000 level, however, 
much more doubt exists concerning the feasibility of absorbing any substantial 
portion of such towns and cities into a trunkline-local service system ; but there 
will undoubtedly be instances even there where some of them might be thus 
served. 

22. The answer thus offered to the question implied in the title of this section on 
page 10, viz, “The Presently Reasonable Limits of Trunk-Local Expansion of Air 
Transport,” is this: The scope of local air transport service to be rendered by 
trunkline operators as a part of their system should be conceived at present as 
extending downward at least to cities of 10,000 population ; this figure to serve as 
a somewhat flexible (nonrigid) limitation, but carrying a presumption that most 
cities of 10,000 and above should be attached to the system, and that most of those 
below presumably will not be so treated, but will be allotted.to some other method 
of organization and operation. 


SUMMARY AND CONCLUSION 


Approaching the problem of air transport expansion within the United States in 
a manner designed to avoid the excesses of overbuilding, ill-timed, and unplanned 
growth, which characterized several periods of railroad development, and be- 
queathed to future generations most difficult issues of reconstruction, it should be 
the policy, under present controls embodied in the Civil Aeronautics Act, to evolve 
and follow some flexible general plan, which in orderly fashion shall provide for 
gradually extending to various communities an air transport service proportioned 
to their real needs, so organized as to secure economy both in operation and in the 
provision of airports and airways, and reasonably capable of achieving self-sup- 
port in afteryears. 

To accomplish this requires (1) a definition of the types of air service which are 
to be established to meet those needs, and (2) a determination of the type of air- 
line organization best calculated to execute the policy. With respect to these 
two main objectives, the following generalizations and principles should prevail. 

1. Three types of air transportation service are required to serve the needs of 
communities of various sizes throughout the country. 

2. The first type may be termed “express-limited,” calling for the fastest 
service; designed for operation over all trunk routes between the gateways 
and principal cities of the country over 50,000 population ; operating on schedules 
varying from 200 to some 3,000 miles in length, with stops averaging above 100 
miles apart, or nonstop. In the West and South, where cities are farther apart 
and isolation is greater, some cities in the lower classification may be included 
as in the case of railroads. 

3. The second type may be termed “intermediate,” which would operate over 
distances of perhaps 500 to 600 miles, with stops averaging 50 to 75 miles apart, 
and providing generally two services each way daily. It should more or less 
parallel the trunk routes with which the service should tie in at frequent in- 
tervals. This class should reach down generally to cities of 10,000; in the West 
and South might include smaller places for the same reasons indicated above. 

4. A third type may be termed “local,” which would serve the smaller cities 
and communities in the lower brackets by connecting them with the dominant 
gateway or city in their area, where connections could be effected with the 
trunk and intermediate routes. 

5. In organizing such services, in the interest of economy, revenues, and 
operating flexibility, the first two types of service, generally speaking, should 
be closely integrated. Much of the second type of service can, indeed, be provided 
without in reality adding substantial new mileage and at a minimum of expense 
in view of the linear location of so many of the cities within that category either 
along or closely parallel to the routes for the express-limited service. The third 
type of service presents a somewhat different pattern and the best organization 
therefore is likely to vary from one case or area to another, depending upon 
the facts. 

6. It would be a serious mistake to treat these several types of service as 
presenting discrete and unrelated problems. In particular it is essential that the 
lines of what might be termed the basic air-transport network be reasonably 
well defined along with, or even before, a final determination of the pattern to 
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be applied within its meshes. If this is not done there will almost certainly 
be repeated the errors made in the building of our surface systems—with the 
resulting insoluble problems which vested interests inevitably present. 


Lewis C. SORRELL, 
Director, Division of Research and Planning, 
Air Transport Association of America. 
FresruAry 29, 1944. 


Eacerpt from minutes, ATA board of directors’ meeting, December 16, 1948 


3. Suggestions of Mr. Nick Bez 


At the request of Mr. Nick Bez, the president of the association took up with 
the board of directors the following three proposals suggested by Mr. Bez: 

(a) There should be better cooperation and coordination between the 
trunklines and the feeder lines from an economic point of view ; 

(b) Point of low potential on the trunklines might well be abandoned 
by the trunklines and served by the feeder lines with economic advantages 
to both; 

(c) A committee of 3 trunkline officials and 2 feeder-line officials should 
be appointed to confer and work out a policy mutually acceptable; then 
obtain a conference with the President of the United States and request 
him to advise the CAB with regard to implementation of said policy. 

After brief discussion of these proposals, it was the consensus of the meeting 
that these proposals should be considered and acted upon by the individual 
members of the association. 
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(Airlines) 


FRIDAY, MAY 11, 1956 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:15 a. m. in room 
346, Old House Office Building, Hon. Peter W. Rodino, Jr., presiding. 

Present: Representatives Rodino, Quigley and McCulloch. 

Also present: Herbert N. Maletz, chi f counsel; Kenneth R. 
Harkins, cocounsel ; Thomas H. McGrail, assistant counsel ; and Julian 
H. Singman, assistant counsel. 

Mr. ino. The committee will come to order. F 5 

Before hearing any of the witnesses, I would like to call attention 
to a statement which was issued by Congressman Celler, chairman of 
this committee, in which he refers to the Civil Aeronautics Board’s 
issuance of an order for a general fare investigation. 

Congressman Celler stated yesterday that: 

Testimony before the House Antitrust Subcommittee has demonstrated the 
urgent need for a formal investigation by the Civil Aeronautics Board of the level 
of airline rates. This is emphasized by the fact that at present the CAB lacks 
detailed information to determine whether or not the level of fares presently 
being charged the traveling public is unjust and unreasonable. 

At various times the Board has started three suvh investigations, but for one 
reason or another has never completed one. The last such investigation was 
started in April 1952, and was ended a year later under the most unusual cir- 
cumstances. 

The action of the Board yesterday in announcing the new formal Board investi- 
gation is most appropriate. It is particularly important that the Board conduct 
this investigation vigorously and expeditiously, and complete it at the earliest 
possible date. 

The House Antitrust Subcommittee will maintain a continuing interest in this 
matter and keep a watchful eye on developments. 


I would like to have this appear in the record at this point. 
I also have an order of the Civil Aeronautics Board, order No. 
E-10279, which I will have included in the record at this point. 
(The order of the Civil Aeronautics Board is as follows :) 
Order No. E-10279 
UnitTep States or America, Crvit AERONAUTICS BOARD 
Washington, D. C. 


Adopted by the Civil Aeronautics Board at its office in Washington, D. C., on the 
10th day of May 1956 


Docket No. 8008 
In the matter of the Passenger Fare Level of the Domestic Trunkline Carriers 
ORDER OF INVESTIGATION 


The Board has considered the reported operating results of the domestic 
trunkline carriers for the calendar year 1955 in the light of certain historical 
data which it considers relevant to an appraisal of the figures for this most recent 
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period. A summary of the principal data considered by the Board is set forth in 
the appendices attached hereto and made a part hereof. 

The data summarized in the appendices indicate that in every year since 1950 
the domestic trunkline industry has earned a return in excess of 10 percent, the 
returns ranging from a high of 14.6 percent in 1951 to a low of 10.4 percent in 
1954. Moreover, as appears from Appendix 4, these returns have been associated 
with what appears to be reasonably attainable and relatively stable passenger- 
load factors in the range of 63 to 65 percent. It further appears from Appendix 
4 that despite the inflationary pressures on wage rates and material prices, unit 
costs for the domestic trunklines have steadily declined. It further appears that 
over the past ten years there has been a consistent and substantial growth of 
traffic which is still continuing and which further supports an assumption that 
load factors no lower than those enjoyed in the past three years should continue. 

For the foregoing reasons, the Board has determined that in investigation of 
the overall level of domestic trunkline passenger fares is required at this time. 
It is our tentative opinion that an essential to achieving a prompt determina- 
tion of this important question is a limitation of the issues in the investigation 
to those concerning the general level of the passenger fares of the trunkline car- 
riers, excluding all issues as to the lawfulness of particular fares or classes of 
fares or the interrelationship between them, and a limitation of the scope of the 
possible orders to be issued herein to flat percentage changes in the fares of 
particular carriers or groups of carriers. Such limitation, it should be made 
clear, would still leave the Board free to determine at the conclusion of the 
investigation whether any order requiring a change in fares should apply to all 
or only some of the trunkline carriers or whether the amount of change required 
should be uniform or differ as between carriers. Nor would this limitation preju- 
dice the right to seek an inquiry into and determination as to the lawfulness of 
particular fares or fare relationships in other proceedings where the need there- 
for is shown. Before deciding finally upon such limitations of issues, we shall, 
however, afford all interested parties an opportunity to make an oral presentation 
to the Board with respect to this matter and submit data in support thereof. 

Accordingly, pursuant to the Civil Aeronautics Act of 1938, as amended, partic- 
ularly sections 2, 205, 403, 404, and 1002(d) thereof, 

IT I8 ORDERED THAT: 

1. An investigation be and hereby is instituted to determine whether the fares 
and charges demanded, collected, and received by each of the respondents, in- 
dividually or jointly with one or more of the other respondents, for the trans- 
portation of passengers within the continental United States, excluding Alaska, 
are generally unjust or unreasonable, and if found to be unjust or unreasonable, 
to determine what overall percentage changes in the fares or charges of the 
respondents collectively or individually should be permitted or required. 

2. That all interested parties who file written request therefor on or before 
June 1, 1956, be afforded an opportunity to make an oral presentation and submit 
written data in support thereof to the Borad, at Washington, D. C., at 10 a. m., on 
June 12, 1956, with respect to the basic issues to be included in the investigation 
ordered above and the nature of the modifications, if any, which should be made 
in the scope of such investigation. 

3. Subsequent to such oral presentation the Board shall issue an order defin- 
ing the scope and extent of the basic issues to be included in this proceeding and 
prescribing further procedural steps herein. 

4. The following be made respondents in this proceeding and served with a 
copy of this order: 


American Airlines, Inc. National Airlines, Inc. 
Braniff Airways, Inc. Northeast Airlines, Ine. 
Capital Airlines, Inc. Northwest Airlines, Inc. 
Colonial Airlines, Inc. Trans World Airlines, Inc. 
Continental Air Lines, Inc. United Air Lines, Inc. 
Delta Air Lines, Inc. Western Air Lines, Inc. 
Eastern Air Lines, Inc. 


By the Civil Aeronautics Board: 
[SEAL] M. C. MULLIGAN, Secretary. 
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APPENDIX 1 


Annual return of investment, domestic trunkline industry, calendar years 
1946-55, inclusive 


[Thousands of dollars] 


| 
Return for 
Average Net ineome | Investment | 5-year period 


Calendar year investment ?| after taxes 3 return through year 


$208, 861 —$3, 086 
272, 398 —7, 818 
309, 568 —5, 230 
323, 839 19, 884 
330, 673 36, 969 
350, 111 51, 205 
419, 613 59, 793 
484, 425 54, 907 
530, 290 55, 154 
603, 566 71, 306 


3, 833, 233 333, 084 














1 Domestic operations only. 

2 Average of total domestic investment at beginning and end of year, including long-term debt, capital 
stock and surplus. The investment of the trunk carriers operating both domestic and foreign or overseas 
services has been prorated to services on the basis of relative operating expenses. 

3 Net profit after taxes, but before interest charges on long-term debt. The carriers’ reported net profits 
have been adjusted to reflect out-of-period mail revenue adjustments in the period to which applicable, 
but do not include other adjustments entered directly to earned surplus by the carriers. 


Source: Form 41 Reports. 
APPENDIX 2 


Annual return on investment of domestic trunkline industry by carriers *— 
1946-55 


[In percent] 
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1 Based on net profit after income taxes, before interest charges. Reported net profits have been adjusted 
to reflect eee mai] payments (including subsidy) in the year to which applicable. Investment 


for each year is the average of the beginning and ending balances of net worth and long-term debt. Where 
necessary, total investment has been prorated between domestic and international operations on the basis 
of relative operating expenses. 


Source: Form 41 reports. 
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ApPenpix 4 
Selected data, domestic trunkline industry—Calendar years 1946-55, inclusive 


Revenue- | Revenue- | Revenue- 


passenger. 
pessenger- mile index f assenger- 
miles (1946—=100) oad factor 


Percent 
100 


3 
spenseepazt 
BBSpBNEEER 
seppasaene 


Source: Form 41 Reports. 


TESTIMONY OF STUART G. TIPTON, PRESIDENT, ACCOMPANIED BY 
STANLEY GEWIRTZ, VICE PRESIDENT; JOHN L. LUNDMARK, 
ASSISTANT EXECUTIVE SECRETARY; D. W. MARKHAM, ASSIST- 
ANT GENERAL COUNSEL; AND E. ROBINSON, ASSOCIATE 
DIRECTOR, DIVISION OF AIR TRANSPORT ECONOMICS, AIR 
TRANSPORT ASSOCIATION—Resumed 


Mr. Roprno. Mr. Gewirtz will resume his testimony. 
Mr. Gewirtz, you realize that yesterday we were trying to get 


through your ere: We appreciate that you tried to condense 
ut 


it as much as possible, there were many interruptions, due to the 
fact that many of the members of the committee are interested and 
would like as much information as possible. Today I think the mem- 
bers will let you go on for at least half an hour, so that you may con- 
clude a major portion of your statement. 

Is that all right with you? 

Mr. Gewrrrz. Certainly. Let me state for the committee’s pleas- 
ure, and the record, that we have no concern about the interruptions. 
In fact, as you recall, we indicated at the outset that we would hope 
and had so prepared our testimony that any point that we made that 
seemed invalid and obscure that the committee would interrupt so 
that we might make it clear and at least stress its validity. We also 
hope that at some stage of our affirmative presentation to discuss at 
some length some of the financial problems on which there has been 
testimony before this committee that we consider entirely invalid, both 
on the part of the Board and other witnesses. 

We have addressed ourselves, I believe, in Mr. Tipton’s statement 
last week to our attitude on the general passenger fare investigation. 
And that is a matter of record. 

Mr. Roprno. You will be given that opportunity, Mr. Gewirtz. 

You may continue. 

Mr. Gewtetz. Thank you. 

I think yesterday we addressed ourselves at some length to the ques- 
tion of domestic competition, and left it at a point at which we had 
shown two different maps with respect to both the coach service, the 
coach and tourist service provided by the certificated carriers, as con- 
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trasted with the domestic passenger flow pattern of coach service pro- 
vided by a typically large irregular operator. 

We would now like to proceed to show the nature of the quantitative 
competition that has developed under the act in the international field. 

The first map that we have shows the international air routes of the 
United States in 1938. 

Mr. Roprno. Would you designate which map that is? 

Mr. Gewirtz. That is map No. 12, in the kit that you have before 

ou. 
. Now, certainly as you look at the 1938 international route picture 
it looks interesting, but not particularly impressive. There is nothing 
at all across the Atlantic, which, as we will demonstrate, has since 
become the major gateway point. 

There is just a thin line across the Pacific, a little route in Alaska, 
but nothing going from the States to Alaska, nothing beyond Van- 
couver, B.C. But there is traffic out of Brownsville and Miami down 
both the east and west coasts of South America. 

Now, these are the international air routes only of United States 
carriers, 

The 1955 international picture insofar as it involves United States 
carriers is a lot more impressive, both in terms of the routes that have 
been extended, the competitive nature of the service, and the breadth 
of the service in terms of its almost universal coverage. 

You, of course, have a greater degree of operation from the United 
States into Alaska; considerably more activity across the Pacific, and 
down into Australia and New Zealand, an additional carrier flying on 
the west coast of South America, two United States passenger carriers 
across the Atlantic; and an additional all-cargo operator recently 
certificated across the Atlantic. 

These services now extend beyond the gateway points where you do 
have your dense traffic into Africa, the Middle East, all of Europe. 
You have this public interest route, which is down through the west 
coast of Africa into Capetown and Johannesburg. 

Incidentally, this route as originally certificated was pretty much 
comparable to the route that was flown by the Air Transport Com- 
mand during the war, which was down the east coast of South 
America, across to a point in the middle of the South Atlantic, Ascen- 
sion Island, and then hitting Accra here and cutting across mid-A frica 
to India and over the Himalayas. 

But, of course, that was a war route so thin, in terms of commercial 
operation, that there was no necessity for it commercially. 

This isn’t the entire picture of the competitive situation in world 
routes. We would like to show you now on top of the United States 
international picture for 1955 an overlay which shows the interna- 
tional routes of foreign carriers who are in every respect competitive 
with our own. 

And there you have that overlay. It shows the international air 
routes of the United States and foreign carriers. The black lines, as 
distinguished from the blue lines, are the international routes of for- 
eign-flag carriers. 

Across the Atlantic, where you have without question your densest 
vacation and business travel, you have Air France, BOAC, Cubana, 
FE] Al, Iberia, Icelandic Airlines, KLM, the Italian Airline, the Scan- 
dinavian System, which comprises all three countries in Scandinavia, 
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which have combined to produce a very effective competitor indeed, 
Swiss Air, Trans-Canada, and most recently and most controversially, 
Lufthansa—the German airline—which has a route not only across the 
United States, but through New York into all of Latin and South 
America. 

But that is not all of it. Across the thin routes in the Pacific you 
have three carriers, the Japanese coming into the west coast from 
Japan, Canadian Pacific going out in this direction down to Aus- 
tralia, and of course Quantas Empire Airways, another effective com- 
ene coming up out of Australia to the west coast of the United 

tates. 

In Latin America you have not only these operators out of the 
United States into Latin America, but in terms of the traffic that is 
carried between South and Latin American countries you have an 
additional 19 in the Caribbean not pictured on this chart, and an 
additional 38 in Latin America. : 

Now, it can be argued that there may be only two passenger carriers 
carrying the United States flag that fly across the Atlantic. But it 
cannot be argued meritoriously that these foreign carriers do not 
provide effective competition. They do. There has been a dimunition 
in the participation of United States carriers across the Atlantic from 
about 70 or 75 percent of the total traffic immediately after the war 
down to close to 50 percent now. What the future holds we don’t 
know. But we do know that every single one of them, with very few 
exceptions, have orders in for the most advanced jet transport aircraft. 
They are in there buying American equipment, providing fancy serv- 
ice. And since their wage scales are lower, they can do that. And 
in many respects—I say fancy service in the sense they can advertise 
it to be. Our carriers, of course, would contend that it is not. Never- 
theless they are effective competitors. 

You will recall that yesterday we looked at chart No. 6, which 
showed in some respects the extent of financial strength from subsidy. 
that has been provided to our principal competitors over the Atlantic. 
Those figures, unfortunately in some respects, only carry through 
1953. But they give you some index of the extent to which foreign 
countries as a matter of prestige consider it important to have power- 
ful transoceanic carriers competing with United States carriers, for 
the very good reason that this is where your traffic is, this is where 
your dollars are, that is where your basic tourism develops, and it is 
a source of great economic strength all over the world. 

Now, that is the picture of the United States and foreign-flag com- 
petition over the world. 

Now, there are additional competitive factors in both the domestic 
and international fields to which I would briefly refer. You will 
recall that when Professor Gray testified before the committee he 
stated, I think, that it was important in competitive terms to have a 
“rivalry in the performance of diverse institutions.” I would pre- 
sume that by that he meant not only competition within a particular 
communications medium, but competition, let us say, as between air 
transportation on the one hand and other forms of transportation on 
the other. 

Despite the fact that the airlines have been eminently successful in 
drawing away passenger business from the railroads, there still exists 
that element of competition. Granted, it is decreasing, but it is still 
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there. That is an element of competition we haven’t talked about. 
b> in addition to the domestic competition that we discussed 
yesterday. 

In addition to that, one of the greatest carriers with respect to 
present and prospective competition is the private carrier, principally 
the automobile, not only the automobile on short hauls between New 
York and Washington and Boston and New York, but the automobile 
on longer hauls. And the automobile is a competitive factor in the 
vacation field, because of the cheaper costs that are involved by and 
— to the consumer. 

n addition to that, a billion-dollar highway program would cer- 
tainly intensify the competitive factor involved there. 

Mr. Roprno. Would you yield for just one question ? 

Mr. Materz. In connection with these international air routes of 
American-flag carriers, I believe that Pan American has been author- 
ized to fly to Tokyo from San Francisco via Midway. I don’t know 
that that route is indicated on your map, in fact I don’t believe that 
route is being used. Now, we understand that that route via Midway 
is actually only about 8 miles longer than the Great Circle route to the 
Orient. The question is this: Do ou know why Pan American 
doesn’t use the Midway route to the Orient at the present time? 


Mr. Gewirtz. No, I don’t. I think that the question involved there, 
Mr. Maletz, particularly in view of what I would underdescribe as 
some difference of opinion among the carriers across the Pacific, is 
such that it might be better addressed to the Pan American at the 
time they testify. 

Mr. Maerz. I thought there might be some explanation. 


Mr. Gewirrz. The route is shown. You see, in addition to the 
fact that you have the blue lines indicating additions since 1938, the 
basic authorizations of 1938, I am sure, still apply. So that in a 
sense the route on the overlay is shown as in existence in 1938, and is 
still in existence. 

Now, why they don’t fly the route I don’t know. It may be that the 
technological developments that have not taken place and the lack of 
any substantial traffic in there may be a very reason for it. 

r. Roptno. Mr. McCulloch. 

Mr. McCuttocu. I would like to ask 1 or 2 questions concerning 
these international routes. 

It is of very great interest to me to see that there are some 12 to 
14 international carriers across the Atlantic. And I noted your state- 
ment that competition was very keen there. Haven’t the American- 
flag carriers only recently filed an application with appropriate inter- 
national authority to materially reduce those transatlantic rates? 

Mr. Gewrrtz. Yes, sir. I believe just about a week ago both Pan 
American and TWA filed their intention with the CAB or with the 
IATA to reduce the rates below those that are now being charged for 
coach and tourist service across the Atlantic. And I believe that 
that probably will be taken up at the next IATA meeting. This is 
not the first time that the American carriers have led the way in the 
reduction of rates across the Atlantic. c 

Mr. McCutxocu. And that in face of the fact that even by compari- 
son the two American-flag carriers are getting far less subsidies, if 
any, than the major competitors of other nations? t j 

Mr. Gewrrrz. Across the Atlantic at the moment the subsidy esti- 
mates for fiscal 1957 are almost nonexistent on those routes. 
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Mr. Maerz. One further question. It is our pndersinnding that 
several years ago Pan American sought to reduce the transatlantic 
rate, but the International Air Transport <Association—LATA— 
wouldn’t. go along. Now, it is entirely possible, is it not, that IATA 
will not go along with the present proposal of Pan American to reduce 
transatlantic rates. 

Mr. Gewirtz. That nepeality certainly exists. 

Mr. Roprno. You may proceed. 

Mr. Gewrrtz. In the area of so-called institutional competition 
there is, of course, another facet of competition with the railroads 
that was touched on to some extent yesterday. And it involves the 
ability of the railroads under this so-called section 22 of the Inter- 
state Commerce Act to give free and reduced rates for transportation 
to Government personnel. This manifests itself in a real competitive 
situation insofar as military traflic is concerned, because the railroads 
have been able to offer the military for both troop movements and 
individual movements a lower unit rate, which has made rail trans- 
portation extremely attractive to some of the military installations, 
and has certainly been a source of competition insofar as the certifi- 
cated carriers are concerned. And in addition, under the Board’s 
recent decision in the ACTA-IMATA air exchange, there is an ele- 
ment, not only of continuing but of even greater competition on the 
part of the supplemental air carriers in the charter field. 

Granted, that is not common carriage, at least insofar as individ- 
ually ticketed passengers are concerned, but it does represent another 
area of competition in the domestic field over and above the competi- 
tion that was demonstrated to you yesterday on the various maps and 
charts that we showed. 

Now, that about winds up the discussion of the quantity of com 
tition domestically and internationally that has been saediedie 
the Civil Aeronautics Board since 1938 under the act. 

As we indicated at the outset, the question is: Are those just lines 
onthe chart? Is there a quality and nature that goes beyond the fact 
that 5 airlines, let’s say, compete between New York and Chicago, and 
3 or 4 airlines, as we did indicate yesterday, compete at all but 3 or 4 
of the top 50 pairs of cities in terms of traffic in the United States. 

We premio to show now the nature of the competition that has 
existed in air transportation since 1938. 

I would guess that every carrier who proposes to testify before this 
committee could give you a list going around your committee table of 
the pioneering and Seveipiinens that has taken place in air transpor- 
tation as a result of the individual efforts of all of those carriers. 

I think it may have been stated, possibly facetiously, here yesterday 
that certainly the first evidence of pioneering in the air-transport 
field was when somebody figured out the idea of putting seats in air- 
planes so that you could carry people. 

All of the routes, both the domestic routes in the United States and 
over the world that you have seen demonstrated on these maps, every 
one of those routes has been pioneered by the grandfather carriers. 
They are the ones who started the routes and applied for the additional 
routes which they in turn pioneered, 

I am sure that Pan American, American, TWA, Eastern, and some 
of the other carriers, Braniff Airlines, Continental, Capital, and the 


local service airlines would say that they would be delighted, either 
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voluntarily or in response to appropriate questions, to tell you of their 
pioneering in the route field, not only in 1938, but in the ony before 
1938 when flying an airplane was not the everyday kind of thing it is 
today, but a fairly hazardous occupation, without all of these alleged 
excess profits that are supposedly going into somebody’s pockets. 

But those are elements of real pioneering. Some of the pioneerin 
you have heard about here is questionable to begin with, and doesn’t 
even begin to compare with the kind of pioneering that was involved 
in j ust ying those routes in the infancy of air transportation. 

would refer again in the coach field to United’s coach operation 
back in April of 1940, which may well have continued beyond the 
period that it did, were it not for the fact that the equipment was not 
available, and a good deal of the equipment and personnel were com- 
mandeered in the war effort. 

Mr. Harkins. Mr. Gewirtz, when did United reinstitute its coach 
service after the war? 

Mr. Gewirrz. I believe in about 1949 or 1950. 

Mr. Materz. Mr. Gewirtz, I think I asked you yesterday whether 
Mr. C. R. Smith had testified some years ago that air-coach service was 
impractical, and I believe that your answer was that you didn’t recall. 

Do you recall any such testimony by Mr. Smith? 

Mr. Gewirtz. I recall having heard of such testimony, I have not 
read it lately, Mr. Maletz. 

Mr. Maerz. Let me direct your attention to his testimony. He 
testified before the Senate Committee on Interstate and Foreign Com- 
merce on May 12, 1949. This is the testimony of C. R. Smith, presi- 
dent, American Airlines. And I quote: 

We do not believe that we can presently engage in the coach service and pro- 
vide the standard of service reasonably required without a consequent loss, and 
without programs getting our organization back into the subsidy situation. 

Some companies are willing—some companies in the noncertificated field are 
willing—to provide a service which is different from the one which we would be 
willing to provide. 

I am sure that some of them could be operated more economically than we 
operate, because they do not do some of the things that we think are required. 
If the Government and the Civil Aeronautics Board would like to have us go 
into the coach business, they can require it under our certification. 

I think you would have to run the hazard, though, that the operation would 
be unprofitable, and it would have a tendency of creating more dependence upon 
airmail compensation than presently exists. 

Wouldn't that indicate to you that the president of a major airline as 
late as 1949 regarded aircoach service as impractical ? 

Mr. Gewtrtz. It certainly reads to me that a president of one of 
America’s major airlines regarded it as impractical at that. particular 
time, based upon the circumstances that existed at that particular time 
with respect to the certificated airlines. 

Mr. Harxrns. Right. 

Mr. Gewrirtz. I would also call your attention to the fact that 
C. R. Smith some years before any aircoach planes were flying cer- 
tificated or noncertificated, certainly pointed to the possibilities that 
existed with a prospective 3-cent airline, given the right circumstances 
and the right aircraft and the right economic climate. 

There were reasons for Mr, Smith’s testimony at that time, just as 
there were reasons for the testimony of other presidents of the airlines. 

Mr. Roprno. Proceed, Mr. Gewirtz. 
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Mr. Gewirtz. One of the principal developments in the field of the 
certificated air carriers in the sense of pioneering developments has 
been in the aircraft field. 

Since World War II alone, 1946, there have been about 4 or 5 re- 
equipment programs on the part of the certificated airlines. 

A good many people, and ourselves included, point with consider- 
able pride to the activities and the considerable contributions made by 
the airlines during World War IT. 

We tend to neglect or forget that in many respects World War II 
operated as a technological setback to the further development of 

e type of aircraft that was needed in order to provide an economic 
oa for the kind of thing that Mr. Maletz has just been talking 
about. 

The DC-4, which had been developed by the airlines just prior to the 
war, and which was put into operation Sarien the war and was very 
helpful in the course of it in the transport of both troops and equip- 
ment, continued to be used until the war was over. 

But between 1946 and 1955, the DC-—6’s, constellations, and DC-—7’s 
came in. In the 2-engine field, there were Convairs, the 240’s, and then 
the 340’s, the Martin 202’s and then the 404’s, the Stratocruisers. And 
all of these aircraft were being phased in, some with the same basic 
frame, some with the same basic power plant, some with different 
power plants. 

All of these were contributions made by the industry in the face, 
as you can see by looking at chart No. 13, of continually increasing 
cost for equipment. 
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Tas_e No. 13 
Nores ON AIRLINE REEQUIPMENT PROGRAMS 


(All airplane prices are stated, following industry custom, as the price of 1 
aircraft with 1 set of installed engines plus 20 percent of this cost for spare 
parts) 


1936-41: During this period the DC-3, the first modern airline aircraft, was 
purchased in substantial quantities at an average price of $125,000. 

1946-50: The early postwar period was marked by two reequipment programs. 
The first of these was the conversion of immediately available military DC-3’s 
and DC—4’s to airline operation. These were acquired by outright purchase, 
leasing, and under lease-purchase plans and required a substantial additional 
investment in modification to meet airline safety and equipment standards. The 
total cost of such DC-3’s was as high as $250,000. Douglas delivered a few new 
DC~—4's, by then an obsolete design, for prices averaging $480,000. The first 
series of modern postwar aircraft became available in gradually increasing 
numbers. The first series of Lockheed Constellations delivered for prices from 
$834,000 in 1946 to $1,110,000 by 1950. The Douglas DC-6 went through the 
sale trend, up from $705,000 in 1946 to $1,029,000 in 1950. The first series of 
modern twin engine transports, the Convair 240 and Martin 202, cost from about 
$300,000 in 1947 to $624,000 in 1950. 

1950-53: The third postwar reequipment program brought about the first 
major round of improvements to the initial series of modern postwar aircraft 
and brought in a new type, the Boeing Stratocruiser, which cost $1,800,000. The 
1049 model Constellations cost $1,512,000 and the DC—6B $1,200,000. The second 
series twin-engine aircraft, Convair 340’s and Martin 404’s, cost $654,000 and 
$570,000 respectively. 

1953-58: The current period of reequipment and equipment expansion, the 
fourth postwar program, is provided by the second major design series since 
World War II typified by such long-range airplanes as the 1049G Constellation 
at $2,354,000, the DC—7B at $2,423,000, and the DC-7C at $2,800,000. The new 
short-range aircraft, the first with turboprop power, is the 4-engine Vickers 
Viscount, which costs about $1,064,000 including spare parts. 

1958-63 : The next era of airline equipment is already on order and will feature 
entirely new designs powered by turbine engines, including turbojets. The size 
and performance of these aircraft will exceed anything we presently operate 
by wide margins and so will the cost. The cost will range from approximately 
$3 million for American-made turboprop aircraft to over $6 million for turbojets. 


In 1938, a DC-3 cost about $125,000. The DC-7’s and the Lock- 
heed Super G, one in a long line, or the latest in a long line of ad- 
vanced Constellation equipment, all of those aircraft today cost about 
$21, million. 

We are looking ahead and making commitments now, based upon 
the operation of jet aircraft, Boeings, i ag and possibly others, 
judging from this morning’s papers and Mr. Hughes’ ambitions with 
oa to TWA, aircraft that will cost in excess of $5 million. 

here has been scarcely an airplane that has come off the drawin 
board that has come close to the anticipated price, and we woul 
ess that the $5 million anticipated for jet equipment due for de- 
ivery in late 1958 or 1959, is probably an underestimate. 

Mr. Roptno. May I interrupt you there? I am curious to know, 
recognizing tiie fact that the British had somewhat pioneered in the 
field of jet aircraft, why the United States, with its terrific resources 
and the terrific developments that we had, weren’t able to pioneer in 
the field of jet engine transport. 

Mr. Gewrrrz. I would say this: that the record of the British pio- 
neering in the jet field, in many unfortunate respects, speaks for itself. 
The aircraft that they developed, the Comet is, as you know, now no 
longer flying, for unfortunate technological reasons. 
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It would be less than fair to say, though, that the British didn’t 
help tremendously in the development of the ships that are now being 
produced at both Douglas and Boeing. But the fact of the matter is 
that while the British were moving forward in their Comet develop- 
ment and production—a plan that, unfortunately, just didn’t pan 
out in terms of serviceability—our aircraft manufacturers were being 
very careful, and the Boeing 707 and the DC-8 will be better products 
that will be flying before the British produce another jet transport. 

So, in a sense, the British may have had the first jet in the air, but 
it _— not a serviceable aircraft, in terms of what our people wanted 
to buy. 

Mr. Quietry. They had turboprops in the air a substantial time in 
advance of any of our airlines? 

Mr. Gewrrz. Yes. Capital Airlines are flying those turboprops, 
on a good many domestic routes. 

Mr. Quieter. I flew in them in Europe before I could ever get on 
one in the States. 

Mr. Gewirtz. There is considerable difference of opinion, Mr. Quig- 
ley, in the industry with respect to the value, let us say, of a 2-engine 
reciprocating airplane on short haul operations, as distinguished from 
a 4-engine turboprop. Probably a great deal could be said with re- 
spect to both of them. 

It is also the opinion of the aircraft manufacturing industry, and 
some of our own carriers, that the Lockheed Electra, a turboprop, now 
on order by some of our certificated carriers, would be a much better 
airplane, too, than the British have developed. 

Mr. Roptno. Thank you, Mr. Gewirtz. 

Mr. Gewirtz. In addition to the development of these aircraft, 
costing increasingly greater sums of money, things have been done to 
airplanes in terms of safety and reliability that constitute a quality of 
competition that is important. Even in terms of the aircraft them- 
selves, there is a competitive factor involved. 

Who gets your DC~7 first? Who puts it into operation first? 
Who gets your Super G Constellation and puts that into operation ? 
Is it Eastern on the New York-Miami route, or is it National? Is it 
United on the transcontinental route, or is it American, or is it TWA? 
Is it Northwest between Chicago and the Pacific Northwest, or is it 
United ? 

Across the Atlantic, you have the same basic competitive problem. 
As an example of the t of competition that is involved there, I 
would like to submit for the record the stockholders’ report for United 
Air Lines, or the report of the stockholders’ meetings for United Air 
Lines, 1956, in which there is some very caustic cross-examination of 
the president of the United Air Lines as to why he ordered a particu- 
lar jet, why he waited to order that particular jet, why he didn’t order 
it sooner. 

Now, those are competitive factors that people just don’t appreciate 
that exist in the industry. They don’t all fly the same types of air- 
craft. They don’t all fly them because some think some are better 
than others. 

The important consideration is: who gets into operation with the 
newest and the fastest and the safest airplane? 
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Mr. Harkins. When Stanley B. Weiss, of North American Air- 
lines testified, he pointed out some improvements or activities that 
he claimed his airline led the industry in. For instance, he says: 

North American was the first airline w have new DC-6B’s especially for a 
coach service, and is still the only airline offering transcontinental coach service 
in DC-6B’s. 

Is that an accurate statement ? 

Mr: Gewirtz. The DC-6B was brought before Mr. Weiss ever 
thought of purchasing one. He may well be referring to the fact 
that the high density seating of his particular DC-6B’s constitute 
something startling and unusual, and we would submit that it is no 
more unusual than the fact that seats were first put into airplanes. 
It is the same airplane. 

Mr. Harkins. The question is: Is North American still the only 
airline offering transcontinental coach service in DC-6B’s? 

Mr. Gewirtz. I don’t think so, and I think we can take good care 
of that by pointing to the American Airlines’ Royal Coachman, a 
DC-7 operation, but which, by anyone’s admission, would be a far 
faster, far more convenient, and a far more advanced coach operation 
than is now being provided. 

Mr. Roprno. Is that the one with the red carpet ? 

Mr. Gewrrrz. As well as the Super G. 

Mr. Quiatey. Is it offering coach service? 

Mr. Gewtrrz. Yes; out of New York on May 20, and out of Wash- 
ington June 3. 

r. Materz. At what price? 

Mr. Gewirtz. $99. 

Mr. Maerz. Is North America’s transcontinental price $80? 

Mr. Gewrrtz. That is what I have seen it advertised at. Of course, 
you have got the difference between a $1-million airplane and a $214- 
million one. 

Mr. Quieter. In all fairness to the testimony quoted here, the 
Royal Coachman has not begun ? 

Mr. Gewrrrz. It has in we York. I believe it was May 1. 

Mr. Quictey. To that when this testimony was given some time in 
April that was correct ? 

{r. Gewirtz. I believe that prior to that testimony—and I would 
like to check it from the record, I am only guessing—I might check it 
with the TWA representative here—I believe TWA was flying a 
Super G Constellation with a combined first-class tourist configura- 
tion. I am advised that that is correct, and prior to the time that 
Mr. Weiss gave his testimony. _ 

Mr. Quieter. But he said a DC-6B. Now, is the same statement 
correct today, that it is the only airline using a DC-6B, just for what 
it is worth ? 

Mr. Gewrrtz. Transcontinental ? 

Mr. Quieter. Yes; just for what it is worth. 

Mr. Gewirtz. I would like to check that, Mr. Quigley. I have a 
feeling that other airlines have been flying DC—6B’s in transcontinen- 
tal coach service. I would like to check that. That is based upon my 
best information and belief. 

Mr. Quieter. The question in > mind is not whether you are 
giving something that is comparable, or something which in your 
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mind might even be better. I am just interested in knowing whether 


this is an accurate statement. 

Mr. Gewirtz. Are you inquiring as to just transcontinental service, 
or just transcontinental nonstop service? 

Mr. Harkins. Transcontinental service. 

Mr. Gewirtz. I believe that other airlines have been trying to pro- 
vide a 6B transcontinental service, but I would check it. I would like 
to point out that certainly the DC-6 and the DC-7 coach service was 
being provided by carriers up and down the east coast and up and 
down the west coast in terms of coach service. But I will check the 
comment that I have on Mr. Weiss’ testimony to be certain. 

Mr. Harxrns. And he also stated that North American led in many 
technical developments. For instance he testified, “Our fleet was the 
first completely equipped with dual-omni.” That is a radio for com- 
munication. Is that statement accurate? 

Mr. Gewirtz. No, we don’t believe it is accurate. I think it is cer- 
tain that the dual-omni range equipment was developed by the certifi- 
cated carriers. I have some testimony here that I would like to read 
into the record. 

Mr. Harkins. Before you read it, you are talking about develop- 
ment, and apparently Mr. Weiss is talking about use. He says his 
fleet was the first completely equipped with dual-omni. 

Mr. Gewretz. That may be true. But I think even Mr. Weiss will 
admit that North American had nothing to do with the development 
of the dual-omni equipment. And the first low-cost dual-omni range 
was developed by the scheduled airplanes working through the ATA. 
And this reduced the cost of the omni range by about 100 percent, per- 
mitting installations to be made at a reasonable rate. 

Mr. i uate: When was this dual-omni range development made 
by ATA for the certificated carriers ? 

Mr. Gewirtz. Made by the certificated carriers working through 
ATA. I don’t know the exact date of that. But we will supply it 
for the record. 

On the other “firsts” of North American, as long as the question has 
been raised, with respect to their pioneering efforts, I think that their 
testimony indicated the development of the drop-down door. I 
believe that the records will show that the drop-down door was devel- 
oped by the certificated airlines, and as early as 1945 incorporated into 
the design of the new Convair. 

I believe North American also contended that it was the first to 
develop and install a carry-on baggage rack, a carry-on baggage rack 
was actually—and the records will support this—in use in a certificated 
DC-3 seating 28 passengers as early as October 1944. Braniff Air- 
wae was the organization that used that. 

ere has also been a considerable amount of discussion about the 
first high-density seating layout for the Douglas DC-3. I believe 
another first that credit is taken for by North American. 

In 1945 a certificated airline made the first high-density seatin 
layout for the Douglas DC-3, and more important, it is a design whic 
was formalized in the Convair, for which contracts were signed for 
purchase in 1945. 

Now, if there are any other alleged firsts and pioneering efforts that 
were suggested on the part of any of the larger regulars, or any of 
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the other carriers, I would be delighted to set them to rest right now. 
The fact of the matter is that most of the firsts are based upon the use 
of areas developed by the certificated airlines, the use of air craft 
developed by the certificated airlines, the use of navigation facilities 
developed by the certificated airlines, and generally speaking, it prob- 
ably can be said that most of the things that were done by. some of 
the larger regulars could never have been if there hadn't been certifi- 
cated airlines laying the groundwork, putting their own money on the 
line in the early days of air transportation, a good deal of the money of 
which, as I pointed out yesterday, went down the drain in the develop- 
ment of a good many of the technological problems, or solving the 
technological problems which have made the air transport system of 
1955 a reality. 

Mr. Materz. Mr. Gewirtz, in all fairness I think we might add that 
while the certificated airlines did do the things that you point out, it 
must also be noted that they had subsidies and that it was the Ameri- 
can ee who helped in large measure. Isn’t that right? 

Mr. Gewrrrz. The American taxpayer, through subsidies, did some 
of them; that is perfectly true. The American taxpayer also was 
substantially supported by the American stockholder. And the 
American stockholder poured at least as much money into the certifi- 
cated carriers as did the taxpayer, and probably a little more. 

Mr. Materz. Now, these irregulars that you speak of disparagingly 
have never been on subsidy ? 

Mr. Grewrrtz. No one has spoken of them disparagingly. We are 
merely setting the record straight about certain allegations they have 
made about contributions to the industry. A subsidy is somethin 
you could look at in 1 or 2 ways. When you pick an aircraft out o 
surplus which has been developed by someone else who no longer 
wants it, and the surplus price is a negligible price, is that not in some 
respect a form of subsidy ¢ 

Mr. Maerz. Well, the certificated airlines had an equal oppor- 
tunity to buy these airplanes. 

Mr. Gewirtz. They did. But the certificated airlines felt it was 
more important in terms of their responsibilities to the country and 
the national defense to move into 4’s, and then 6’s, and then 7’s, and 
then jets, reequipment programs which, as was pointed out yesterday, 
constituted the plowing back in of 82 percent over a 10-year period 
since the war of all the funds that have been made available to this 
industry. Very little of this money, since 1946, comparatively very 
little has been subsidy moneys. And against that $91 million has been 
paid out to the stockholders. 

So I would consider on this question of subsidies that there has 
been an awful lot of noise, but very little subsidies. 

ais Materz. There has been an awful lot of subsidy, too; hasn’t 
there 

Mr. Gewrrrz. Not to the carriers who have made the basic contri- 
butions to the advancement of the commerce and the national defense. 
A good deal of that subsidy is taken care of in one fell swoop in what 
the civil reserve air fleet cost, $400 million just to buy and $300 mil- 
lion to maintain and operate. And I don’t believe that more than 
1 or 2 of the carriers contributing to the civil reserve air fleet are sub- 
sidized carriers today. 
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Mr. Materz. If the Comptroller General is correct, then the certifi- 
cated airlines are still receiving subsidies in the form of airmail pay. 
He points out that there is a considerable disparity between airmail 
pay and airfreight which is not justified. To the extent that there is 
that disparity, to the extent that service mail pay is higher than air- 
freight—if the Comptroller General is correct—that difference repre- 
sents a subsidy; does it not? 

Mr. Gewirtz. Well, if the Comptroller General is correct, the 
Comptroller General’s correctness is first based upon the fact that 
there is no difference between the operations involved in the carriage 
of airfreight and the operations involved in the carriage of airmail. 
You will recall that we submitted for the record yesterday certain reg- 
ulations of the Post Office Department with respect to the things that 
have to be done for airmail, which certainly constitute out-of-pocket 
expenditures, making it an infinitely more expensive operation. 

don’t believe, despite the very a substance in many areas in 
the Comptroller General’s report, that the kind of job he did in the 
field of airmail and the mail payments made to the carriers really 
support the statement that there is any element of subsidy in mail 


pay. 

We pointed out yesterday, with reference to the Board appendix 
No. 2, the nature of the procedural requirements in establishing mail 
rates, and the Post Office Department, out of whose pockets this money 
goes, have a perfect right to come in and object to some of these 
service mail rates. 

If these service mail rates are high and exorbitant in terms of what 
they produce to the certificated carriers, then how could you account 
for the fact that in fiscal 1955 there were profits to the Post Office De- 

artment far greater pro cree rae | for airmail and first-class mail 
y air than they were to the carriers ¢ 

Mr. Materz. Don’t you think in view of the Comptroller General’s 
conclusions that it is incumbent upon the CAB to conduct an imme- 
diate study, to determine whether there is any justification for this 
disparity between airfreight and airmail ? 

Mr. Gewrrtz. Mr. Tipton will answer that. 

Mr. Tieton. I interrupt at this point, because that particular issue 
of the comparability between airmail rates and airfreight rates has 
been discussed and argued for a lot of years. 

T have been doing a good bit of the arguing. The answer to your 

uestion, in my opinion, is “No.” There is no similarity between air- 

ight traffic and airmail traffic at all, and if there is any compar- 

ability between airmail traffic and any of our cargo traffic, it is a com- 
parability between airmail and air express. 

We get a nickel a ton a mile more for flying mail than we do for 
hauling express. The difference in traffic is this—and it is a familiar 
difference to anyone in the transportation business—our freight traf- 
fic is geared to high volumes and large shipments. 

Obviously, when you get that kind of traffic, your handling charges 
per unit are less. Now: our average freight shipment is about 195 
pounds, as I recall. Our average mail shipment, we believe, is in the 
neighborhood of 13. 

ow, the reason that the rates are not comparable can be illustrated 
this way. Our freight tariff—and that is what we are talking 
about—— 
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Mr. Materz. Excuseme. Weare talking about a difference of about 
15 cents per ton-mile. 

Mr. Tirron. That is right, we are talking about a difference of about 
15 cents per ton-mile. Our freight tariff— 

Mr. LETZ. What would that total difference be on an annual 
basis; do you know? 

Mr. Treron. I am sorry, I can’t give you that offhand. 

Mr. Materz. What would your rough estimate be? _ 

Mr. Trrron. It depends upon the number of ton-miles of mail we 
haul. While I am going on with this, we will find that out, and by 
the time I get finished, we will be prepared to talk about it. 

Our freight tariffs have a built-in minimum of $4. We don’t take 
a freight shipment for less than $4. If you apply your freight tariff 
to the mail that we handle—and we have run tests on this—the actual 
ton-mile yield of our freight traffic, if applied to mail, is higher than 
our mail rate per ton-mile by reason of that minimum, and by reason 
of the difference in weights of shipments between airmail and air- 
freight. 

ow that has been true. As a matter of fact, when we were dis- 
cussing the eee first-class mail service, it was denominated 
by the Post Office Department as an experiment. 

The Post Office Department had discussed the possibility—had 
made this same assertion, that airfreight rates should be used. 

Consequently, it was suggested by some of the carriers that in the 
case of the first-class mail we experiment by applying the air freight 
tariff to the mail. 

That suggestion was rejected by the Post Office Department with- 
out a full explanation. But I ro it that the reason they objected 
was that they didn’t want to give us the volumes in terms of weight 
of shipment on which we based our charges for airfreight. 

As a matter of fact, the suggestion was that they would take the 
airfreight tariff all right, and they said they would take it, as I re- 
call, on the basis of 17 cents a ton-mile. 

Well, that happened to be the rate for a 16,000-pound load. They 
said they didn’t propose, however, to give us a 16,000-pound load. ~ 

thew: illustrates my point of the difference between airfreight and 
airmail. 

Mr. Materz. Mr. Tipton, it seems to me that your arguments are 
extremely cogent. It must be recognized, however, that the Comp- 
troller General does take sharp issue with your position. 

Now, in view of the tare taken by the Comptroller General, 
which is an emphatic and unambiguous one, don’t you think that the 
Civil Aeronautics Board should conduct an investigation to resolve 
those issues, and ascertain whether or not there is justification for the 
——— between airfreight and airmail? 

Mr. Tieron. Mr. Maletz, I guess it has not been more than a year 


that the Board reset all the airmail rates for the air carriers in the 
country, including trunklines and local service line carriers, in the 
course of which they reduced the rates by, as I recall, in the neigh- 
borhood of $5 or $6 million, down to the point where those rates may 
yield 35 cents a ton-mile. 

J * ow, that investigation has been completed, only for that period of 
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Mr. Materz. Excuse me. Do you have a figure yet ? 

Mr. Treron. Do we? 

Mr. Rogrnson. 12,900,000. That is a 15-cent figure. 

(The following was submitted by the Air Transport Association :) 

Dr. Robinson’s statement that “$12,900,000 would be saved if service airmail 
pay were reduced to the level of the air freight rate” should be corrected to read 
“$7,762,000 in 1955.” 

This is based on an actual spread of 8.55 cents per ton-mile, the difference be- 
tween what the trunklines received for carrying the mail and what they would 
have received if the rate were based on average freight revenue per ton-mile. 

Mr. Materz. The total annual savings to the Post Office Depart- 
ment, if service mail pay were reduced to the air freight rate. 

Mr. Trpron. I will give you that figure, all right. But I want to 
assert ae now that the figure is completely unsound, and no one 
could—if the air freight tariff were applied to mail, it would never 
turn out that way, if you said, that instead of about 35 cents a ton-mile 
we were not to get the average yield from air freight. 

Mr. Materz. What would the figure be? 

Mr. Treron. It would be in the neighborhood of $12 million, but 
I don’t want that figure to get to be current, because it is not sound. 

Mr. Materz. Recognizing that this figure may not be an accurate 
figure, nevertheless, isn’t it possible that an investigation by the Civil 
Aeronautics Board could conceivably result in a savings of about $12 
million a year? 

Mr. Tipton. I think that is absolutely inconceivable, for two reasons: 
(1) because our studies have shown that if you apply the air freight 
tariff to mail, in many instances the rate paid per ton-mile would be 
higher, and there is no doubt about that. All you have to do is look 
at the air freight tariff and study the mail shipments going on the 
airplanes, which are 2 pounds, 12 pounds, 9 pounds, all that sort of 
thing. That is one reason. 

Mr. Maerz. Mr. Tipton, I don’t believe the committee is challeng- 
ing any of your contentions—but I am saying that the Comptroller 
General is challenging your contentions, and he is a very responsible 
officer of the United States. 

Now, because of the position that he has taken, don’t you think that 
the Civil Aeronautics Board should undertake a hearing to listen to 
the various contentions—your contentions, as well as the contentions 
of the Comptroller General and of the Post Office Department—in 
order that this matter may be resolved objectively ? 

Mr. Tipron. I pointed out that the Board just got the mail rate 
structure set up. In the course of that, the relationship of air mail to 
air freight has been thoroughly discussed. 

Now, I have a great respect for not only the present Comptroller 
General but his Office. But I certainly challenge his conclusion in this 
case ; I do not believe that the General Accounting Office is constituted 
either as a ratemaking agency or as a group of ratemaking experts. 
I therefore would challenge his conclusion. 

I don’t think that an investigation along this line would contribute 


much. Now, it may be that I have prejudiced 

Mr. Roprno. It would contribute to a determination as to whether 
or not the Comptroller General’s contention is right, or your con- 
tention is right ? 
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Mr. Tieton. I take it it might make a contribution; whether it 
would be worth the time and effort to thrash out that particular issue, 
I don’t know. 

Mr. Roprno. If there is that difference which would result in what 
Mr. Maletz termed a figure of some 12 to 14 million dollars, then 
certainly it would be something which would be in the interest of 
orderly and efficient government. 

Mr. Tipron. I think we are finding an illustration of the concern 
I expressed a moment ago in mentioning that $12 million. It is quite 
impossible that it would result in a $12 million saving in the move- 
ment of mail. So I do hope that the members of this committee will 
discount that to the extent that it will not be mentioned. The figure 
is that unsound. I think that would be generally agreed to. 

I mentioned the second reason why I thought reduction of that 
sort would be impossible, and that is the difference in treatment 
between the mail and the freight. Freight is the last priority that 
goes on the airline, and mail is the first. 

Now, that has been denominated by the Comptroller General also 
as theoretical. We have talked about that before. The experience 
of the airlines is tthat priority is not in any respect theoretical. As 
a matter of fact, I sought to test that one time. 

We were having a great debate before the Interstate Commerce 
Committee of the House, in which the same assertion was made by 
the Post Office Department. And I inquired of the Post Office De- 
partment witness after the hearing as to why wouldn’t it be sensible, 
then, to change the statute so that they got no priority for mail, but 
assumed any priority the airlines seine to give it. ind at least, at 
that point, they were not prepared to give up that priority; they felt 
that was the essential thing for the Post Office Department. 

Now, the priority is important; it is a call they have on the air- 
lines. And whether or not, in respect to any particular flight, they 
assert it, they always know they can, and the airlines always know 
they can, and that is an important characteristic of the movement of 
that. traffic. 

That makes us give it a priority. They, while they have the right 
to fine us, and do fine us on occasion, those fines do not come very 
often, because we try to provide a good mail service. But that is the 
highest class service that the airlines give. And yet, we charge less 
for it than we do for express, that takes a lower priority, and than 
we do for passengers that takes a lower priority. 

So that, it is just inconceivable to me that any savings would result. 
I think we have got a good mail structure now, recently designed to 
deal equitably with the small carriers that were taking kind of a 
beating under the previous mail rate structure. 

I think it is of the utmost importance that that mail rate structure 
be continued for a very substantial period in order to work the bugs 
out of it, and to make sure that it accomplishes the purpose it is 
supposed to accomplish. 

he net effect of the structure is that the larger the carrier and the 
higher the volume he moves, the less he gets per ton-mile. The smaller 
the carrier—which is usually seflecteli:in higher costs—the higher 
his unit per-ton mile. 

Mr. Quieter. Mr. Tipton, you talk about the recent change in the 
mail rate tariffs—how as that brought about ? 
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Mr. Tieton. I believe that proseeting was opened by a petition of 
nama General to investigate the rates. Will you check me 
on that 

Mr. Gewrrrz. It is in here. . 

Mr. Tieton. There are three ways that a mail-rate proceeding can 


start. 

The CAB can start the proceeding on its own initiative. 

The Postmaster General can file a petition requesting an investi- 
gation of the rates. 

Or any one carrier can file a petition. 

Now, I think that that proceeding was opened on a Postmaster Gen- 
eral petition. Excuse me, I gather from some of our papers that was 
opened on the Board’s own motion. 

Mr. Gewrrrz. Decided less than a year ago, too. 

Mr. Quiaiey. The Board’s own motion. Was that in the nature of 
what you might call a general investigation of the mail-rate structure? 

Mr. Treron. That is right. 

Mr. Quieter. Asa result of that, a reduction was made? 

Mr. Tieton. A reduction was made, in the neighborhood of $5 or 
$6 million, as I recall, anticipated annually by reason of increases in 
mail volume and that sort of thing. It is almost impossible, or would 
be impossible, at least, I haven’t made the computation, to determine 
the distinction. It was estimated to reduce the charges about $5 mil- 
lion or about 16 percent. 

Mr. Quietey. Thank you. 

Mr. Gewrrtz. Mr. Chairman, if I may, I would like to direct the 
committee’s attention to two fairly important statements in the Comp- 
troller General’s report. One is the reference that is made on page 
65, in the last paragraph, in which the Comptroller General Gals 
that the GAO ? a not yet,” and I am quoting, 
made a complete study of the principles and procedures used by the Board to 
develop the multielement rate, 
and then the recoommendation—— 

Mr. Maletz, may I finish, please, on this one ? 

Mr. Maerz. You are getting onto another point. 

Mr. Gewirtz. I am getting onto the suggestion of what you said 
the Comptroller’s recomendation is, mise is not entirely correct, 
and I would read that recommendation. And that is, “We recom- 
mend that in a future review,”—not “we recommend a future re- 
view”—but, 

We recommend that in a future review of service mail rates the board make 
a study of the comparability— 
first— 


of airmail to air freight and that any service rates that are established take 
into account this similarity of service. 

I believe if you go back over the record your suggestion was that 
the Comptroller General in questioning Mr. Tipton had urged that 
therede a review of mail rates instanto, so to speak. 

Mr. Maerz. I don’t recall having made that statement, but in 
any event it is correct, is it not, that the Comptroller General stated 
specifically, on page 66 of his report, and I quote: 
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The service rendered by the carriers in transporting airmail is almost identical 
to that furnished for air freight except for the alleged factor of priority, which 
the Post Office Department has stated exists in theory only. 


Is that correct, sir? 

Mr. Gewirtz. The beginning of the next paragraph which is based 
on the information supplied to the GAO “by Post Office Department 
officials” which apparently have no relationship to their own require- 


ments and regulations. 
Mr. Maerz. Let me read it: 


We have been informed by Post Office Department officials that mail and 
freight have similar characteristics in that (1) both airmail and air freight are 
loaded and handled by cargo handlers and (2) both are loaded and transported 
in storage compartments. In addition, mail in sacks or pouches is easier to 
handle and has a regularity of volume not found in freight. Regarding the 
cost to the carrier, the carriage of freight involves such items as Sales efforts, 
credit collections, damage claims, and other costs common to commercial traffic 
but not encountered in mail service. If the carriers can economically carry 
freight at their published tariffs, then it appears that service mail rates could 
be considered to be too high. Conversely if the freight rates are not economically 
sound, then the service mail rates and possibly passenger rates are subsidizing 
the air-freight business. We believe that the airlines should be able to carry 
mail at rates and yields that are closely related to those of freight. 

Mr. Gewirtz, is that a correct reading of the Comptroller General’s 
report ? , ; 

r. Gewirtz. Yes; along with the subsequent recommendation. 

Mr. Materz. I will continue on, if you would like: 

As a matter of fact, under the newly adopted transcontinental coach fare of 
$80, the airline receives less gross revenue for carrying 10 passengers the 
equivalent of a ton, including free baggage allowance from New York to Los 
Angeles than it receives for carrying a ton of mail the same distance. 

Furthermore, the gross revenue from the passengers is reduced due to such 
costs as advertising, selling, and passenger services. 

Recommendation to the Board: 

We recommend that in a future review of service mail rates the Board makes a 
study of the comparability of airmail to air freight and that any service rates 
that are established take into account the similarity of service. 


Ts that a correct reading? 

Mr. Gewrirtz. That is. I would point out that the average airline 
normally carries 10 passengers or a ton of people. At the same time 
it would be the rare occasion, indeed, if ever in the history of air 
transportation that a ton of airmail was carried at the same time on a 
passenger plane. 

Mr. Materz. I will ask you this question: Your contentions, as I 
understand them, are diametrically opposed to the contentions of the 
Comptroller General; is that right? 

Mr. Treron. I think our discussion here has indicated that we dis- 
agree with that, at least tentative conclusion, that the Comptroller 
General put forward, and we disagree sharply. 

Mr. Maerz. The next question is this: Do you not think it desir- 
able because of these sharp differences, that the Board conduct as 
expeditiously as possible, an overall investigation to determine whether 
there is any justification for this disparity ? 

Mr. Trpron. My answer to that is, “No.” 

I think it is perfectly plain that there is no justification for the 
Comptroller’s point of view. 
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That particular point of view has been debated in Congress and 
in the Board and with the Post Office Department for a long time. 
And I think there is no justification. I would see no reason, particu- 
larly in view of the large undertaking that the Board sta yester- 
day, to have them waste their time on that. 

Mr. Matetz. You think it would be a waste of time? 

Mr. Tipron. I do. 

Mr. Maerz. Despite the Comptroller General’s statement? 

Mr. Tieton. Yes; yes, I do. 

Mr. Maerz. Do you think his statements are frivolous? 

Mr. Treron. Well, I am sure he did not think they were frivolous. 

Mr. Materz. But do you think so? 

Mr. Treron. I do not think they are frivolous. I think they are 
just wrong. 

Mr. Maerz. You think they are just plain wrong, is that it? 

Mr. Tieton. That is right. And I want to make that aaa that we 
think they are wrong. Needless to say, it is no no pleasure to dis- 
agree so sharply with such an important official of the Government. 
However, the ratemaking principles he advances are just plain wrong. 

Mr. Roptno. Do you not agree, though, Mr. Tipton, in light of your 
previous remarks in which you stated that debate and discussion has 
been going on on this for a long time, and there has been no compre- 
hensive investigation, that the question might be resolved? And, 
again, considering that figure which you alluded to a while a 0, which 
may not be one which you consider to be well founded although you did 
mention it, do you not think that this still would be something that 
would be in the best interests of the Government to resolve ? 

Mr. Tieton. The debate has been going on before the Interstate 
Commerce Committee of the House in connection with legislation. 
The principle was not adopted there. 

The debate took place before the Civil Aeronautics Board. The 
principle was not adopted there. 

And the proceedings just finished, June 7, 1955, I would say that that 
particular theory has been effectively laid to rest. 

Mr. Quic.ey. Certainly not to the satisfaction of the Comptroller 
General ? 

Mr. Tipton. It has not, obviously, not to his satisfaction, but in the 
case of a congressional committee, that is expert in transportation, in 
connection with the CAB, that is expert in air transportation, and the 
fixing of airmail rates, you have the issue laid to rest. 

And my strong recommendation would be that it be permitted to 
rest. And particularly, since the mail-rate structure that was estab- 
lished less than a year ago was one with which the Postmaster General 
apparently concurred, and with which the airlines are not too happy 
since it cost them a great deal of money, but nevertheless, they are now 
making it operate. The idea of changing that mail-rate structure, 
and redoing the whole thing is just not a good recommendation. 

Mr. Harxrys. Mr. Tipton, ATA was instrumental in consolidatin 
an industry position on the development of the level and structure o 
airmail rates; was it not? 

Mr. Tipton. We did a great deal of work on it. In connection with 
the multiple-factor rate, many studies done by the airlines convinced 
some that the multiple-factor rate was a good one and others were less 
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well satisfied, but finally wound up with the idea that they would try 
it. And the ATA played a part in that. That is right. 

Mr. Harkins. In fact, as early as January 24, 1952, ATA was con- 
ducting various conferences and holding meetings on the way to de- 
velop an industry position on the structure of airmail rates. And in 
that connection, Mr. Chairman, I would like to introduce into the 
record the minutes of the Airline Research meeting of January 24, to 
26, 1952, and another document consisting of a memorandum, with 
attachments, dated April 28, 1954, from Lewis C. Sorrell, director, 
division of air transport economics, to the heads of research on the 
subject, Development of Industry Position on Level and Structure 
of Airmail Rates. 

Mr. Treron. In view of the introduction of those documents, I 
think it might be useful to the committee if I would take 2 or 3 min- 
utes to describe what led up to the document. 

Mr. Roprno. Go ahead. 

Mr. Tieton. Prior to that time, at that time and for some years 
prior to that, we had differing ton mail rates on the airlines. 

In one group of airlines, the larger ones had a rate of 45 cents a 
ton-mile. 

Then there was another group of airlines, somewhat smaller, that 
had a rate of 53 cents a ton-mile. 

And then there was another group of airlines, smaller yet, that 
had a rate of 75 cents a ton-mile. 

Reflecting roughly the difference in unit costs of those large and 
small carriers. Those were systemwide rates for each carrier. 


The net effect was that when you had a large carrier with a 45-cent 


rate competing for mail with the smaller carrier at a 53- or 75-cent 
rate, you had competition there with a rate differential. 

The Post Office Department, as I recall, in 1952 or something like 
that, took the position that that was a completely unsound situation, 
that they would intend at some stage of the game to put all of their 
mail on the cheapest carriers—on the 45-cent rated carrier, and thus 
taking the mail off of those carriers that got 53 cents a ton-mile and 
those that got 75 cents. 

Studies were started in the Board, in the Post Office Department, 
and among the carriers to determine a rate structure which could 
reflect the difference in cost levels between these large, medium-sized, 
and small carriers, and still permit them, when they compete with 
each other, to charge the Post Office Department the same rate. 

That is the net effect of all of that study, which went on for quite 
a number of years. It came out as the so-called Multiple Factor Rate 
which is a rate per pound called a terminal charge coupled with a 
rate per ton-mile called a line-haul charge. 

The net effect of it is that the larger carriers with the lower cost 
level get a lower ton-mile rate. The smaller carriers with a somewhat 
higher unit cost, get a somewhat higher ton-mile mail rate. And 
the very difficulty of working out that new rate structure, is one of 
the things that leads me to believe that the mail-rate structure should 
be permitted to work, and that we not start another investigation after 
having just concluded one less than a year ago. 

Mr. Maerz. Did this investigation that was concluded less than a 
year ago consider the possibility that airmail was essentially com- 
parable to air freight? 
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_ Mr. Tieton. It considered the possibility. { 

Mr. Matrrz. Did the Board go into this specific problem in con- 

nection with this investigation ? 
. Tieton. As I recall the exhibits of the carriers—and let me 

check on this—I am not sure of that—I had better check that—it is 

my recollection that that was a much-discussed point. é 

The character of the mail service and its comparability, includin 
this matter of priority was considered, that is my recollection, but 
had better check that and be sure that I am right. 

Mr. Roptno. Particular emphasis was placed on that point by the 
Comptroller General. It was included in his recommendations. 

Do you wish to go further? : 

Mr. Harkins. I would like to put these in the record and ask a 
question of Mr. Tipton about them. ; ; 

In the minutes of the meeting in 1952, there was discussion of the 
5-cent all-up mail problem and there is one paragraph there that I 
will read. 

This is a good time for the industry to approach the all up policy and take 
the offensive. This policy should be considered before there is an increase in 
first-class rates. The present thinking is that intercity letter mail rates should 
be 5 cents an ounce, and all letter mail be moved by the most expedient method— 
mainly all letter mail moving over 700 miles be sent by air. 

This action, of course, should come from Congress. 

Calculations have shown this would reduce the Post Office deficit by $150 


milion. The public would receive superior letter mail service and the airlines 
increased revenues. 


Then I will skip some. 


Decision on an all-up mail policy will probably come around January 1954. 
The reason for this early consideration is to have an affirmative and conclusive 
position. By 1954, mail payments may be extremely important to the airlines. 

Is mail payment considered extremely important to the airlines as 
a substitute for subsidy ? 

Mr. Treron. Well, mail payment varies in its importance from 
carrier to carrier. Some carriers, with them it is a very modest part 
of their total revenues. With other carriers, it constitutes a signifi- 
cant part. 

The discussion there was the question as to whether all first-class 
mail should move by air that could be expedited. 

As I recall the estimates there, the ton-miles of mail moved by air 
would in all probably be more than doubled if all first-class mail 
would by by air. 

Well, the significance of that block of traffic is reasonably clear. 

Mr. Harxrns. Now, in the document dated April 28, 1954, there 
is the statement : 


Apparently the Civil Aeronautics Board is now determined to create a new 
rate structure which will be equally applicable to all domestic carriers trans- 
porting mail. It seems essential to me that the carriers should devote their 
best efforts to developing a rate structure and rate levels themselves which can 
be submitted to the Board.. We would thus be folowing the course that the rail- 
roads have followed for many years in dealing with similar problems before 
the Interstate Commerce Commission. 


Did ATA and its members develop a rate structure and rate level 
themselves which was submitted to the Board? 

Mr. Tirron. No; they did not. There was not general agreement 
among the carriers as to what that rate structure rate level should be. 
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As I believe you referred to some of the papers there, there were 
studies made, particularly, of the multiple-element rate, but no rate 
structure and level was submitted to the Board because of lack of 
agreement. 

Mr. Harxrtns. I see. 

Mr. Roprno. These documents will be accepted for the record. 

(The documents are as follows :) 


AIRLINES RESEARCH MEETING MINUTES—JANUARY 24-25, 1952 


The following airline representatives were present: 


J. D. Bowers, UAL. H. Herling, CAP. 
W. B. Caldwell, Jr., NAL. . E. Nourse, UAL. 
T. Cherry, TWA. E. Reed, NEA. 
E. W. Clapp, SOU. Robertson, BEF. 
W. V. Costello, DAL. L. Stewart, NWA. 
C. A. Gross, TWA. . S. Thorne, WIS. 
T. F. Hambleton, CHI. G. Tipton, ATA. 
L. F. Hanpel, UAL. C. Sorrell, ATA. 
E. M. Johnson, DAL. . E. Robinson, ATA. 
C. W. Kriete, NEA. . H. Aldrich, ATA. 
W. P. McMillan, AAL. Kallek, ATA. 

8S. H. Newbill, EAL. 


BOsOn> 


2QERM@ 


AIRLINES RESEARCH CONFERENCE 


Afternoon session, January 24, 1952 

The afternoon session of the Airlines Research Conference was called to 
order by Dr. L. C. Sorrell who reviewed the traffic and financial gains of the 
scheduled airlines as well as other common carriers for 1951. 

Since it is necessary for Dr. Sorrell to present a report to the A. T. A. board 
of directors at their June meeting, the carriers were asked to state their 
recommendations with respect to samplying O. & D. data and the various uses 
of such data. 

It was generally apparent that the carriers have shifted to a more favorable 
attitude toward sampling. The research sampling committee, formed at the 
last research conference, has been kept informed of the progress to date. The 
committee held a meeting in December when the mathematics of the sample 
were reviewed and general consideration as to frequency and format were 
discussed. The CAB stated it would submit its recommendations and a state- 
ment of its limitations. However, as yet, no comments have been received. 
The sampling committee leaned toward omission of the revenue passenger- 
mile and interstation distance columns. Informal discussions have also been 
held with the Bureau of the Budget. 

The Research Department was extremely fortunate in having Mr. W. B. 
Deming, sampling adviser to the Bureau of the Census, review the mathematics 
of the sample structure, with which he concurred. 

Mr. Aldrich reviewed the statistical theory and implementation of the 
sample. The sample is. based on 4 percent of total ticket volume or, stated 
in another manner, 1 in every 25 tickets. The overall sample error will be 
less than 1 percent. The statistical reliability for a given city will depend 
on its ticket volume. It was decided to use March 1952 for the pilot survey. 
During this month, the airlines will conduct the regular CAB O. & D. passenger 
survey and the pilot. This pilot sample covers only domestic sales with no 
differentiation between coach and regular fare travel. The results will be sent 
to the A. T. A. research department for processing and tabulation. The pilot 
study is conducted so that adjustments may be made and to examine the imple- 
mentation procedure. The exact nature of any adjustments cannot be known 
until after completion of this pilot survey. However, it will definitely be used 
to establish a floor for minimum ticket volumes that will allow statistical 
reliability. 

In the early planning stages, uniform implementation procedures was contem- 
plated for all carriers. However, after meeting with the revenue accountants, 
such a method was considered impossible. It was necessary to visit, personally, 
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accountants of each airline and study the accounting system relative to ticket 
flow. Approximately half of the carriers had been seen at the time of the 
research conference with extremely satisfactory results. 

Frequency of reporting to the CAB, frequency of publication, and format were 
discussed. There was general concurrence in having any reasonable frequency 
of publication as long as there was no prolonged time drag. Majority of 
carrier representatives present desired semiannual reports with quarterly 
figures. 

Use of O. & D. data are made in several departments of an air carrier—pri- 
marily, traffic and sales, research, and route development work. 

A motion was made by Delta Airlines that the Research Sampling Committee 
be authorized to make recommendations as to the feasibility of sampling as 
well as frequency and format and that this recommendation be put to the 
airlines at some future date for confirmation. The motion was seconded by 
National Airlines and carried unanimously. 

The remainder of the afternoon session was devoted to a review of airway 
user charges. The industry, anticipating payment of airway user charges in 
the near future, felt that a study should be made to determine an equitable 
method of charge. In line with this thinking, the ATA board of directors, at 
its December board meeting, directed the research department to make a 
thorough study of this problem. Dr. R. V. Nebbah was appointed project direc- 
tor. The scope of this study has many facets. The historical policy of the 
Federal Government, with respect to user charges for other common carriers, 
will be investigated as well as activities of the CAA pertaining to airway facil- 
ities. (Air traffic control towers are included.) Finally, by studying classes 
of users and various measures of use of such facilities, some measure of use 
that can be both equitably charged and administrated will be determined. 
Finding some measure to be used as a basis for charge will be much more diffi- 
cult than determining classes of users. Financial effects to the industry arising 
from this charge will also be studied. A preliminary report, issued in March, 
is the base for more extensive investigations now being done. Data will be 
required from operations sections of individual airlines and the ATA opera- 
tions department, to be used in conjunction with a field survey. 

Mr. S. G. Tipton reviewed the financial aspects of this problem. From this 
viewpoint, airway user charges will be the heaviest financial blow for the 
airlines to anticipate. Railroads will definitely urge such payments. The 
industry must anticipate paying some charge for airway use. The problem 
actually simplifies to what will be a sound charge. International airway user 
charges will not be taken up at present. 

The afternoon session was then concluded. 


Session—January 25, 1952 

The greater part of the day was given over to consideration of industry traffic 
and financial conditions, with Mr. McMillen, of American Airlines, as presiding 
officer. Discussion, relative to traffic and financial estimates, was off the 
record. Other aspects discussed were the cost per mile of short-haul versus long- 
haul travel and air-coach travel. 

Short-haul costs are much greater per mile of flying than long haul, with short- 
haul rates actually below cost. Because lead factors are abnormally high at 
present, this difficulty has been prevented from becoming too acute. However, 
such a condition cannot be expected to continue indefinitely. An extensive 
study of short-haul costs per mile versus long haul was made by American 
er Mr. McMillen would like to see similar studies undertaken by other 
carriers. 

Solutions to the problem arising from short-haul costs were discussed. A 
flat charge of $1 would help fill the gap between long- and short-haul costs. 
It is generally conceded that it costs approximately $2 per passenger for 
ticketing and reservations. Mr. MeMillen felt that an additional charge of 
1 or 2 dollars would have little effect in a traveler's decision as to his method 
of transportation. Another approach is raising fares for short-haul travel. 
There were several objections to such a solution. Mr. Cherry, of TWA, pointed 
out that costs are only one consideration in pricing. The value of service 
cannot be ignored. The difficulty in raising short-haul fares is the danger of 
pricing oneself out of the market. Mr. Norling, of Capital Airlines, agreed 
‘ with this conclusion and felt that raising fares for short-haul distances would 
result in a loss of business. The problem of short-haul travel relating to fare 
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structure was investigated in a survey made in 1947. Mr. Kriete, of Northeast, 
brought out the fact that limousine rates to and from airports assume consider- 
able importance in the short-haul market. 

One method for expansion of air travel has been inauguration of air-coach 
system during off-peak hours. These periods specified by the CAB cause one 
of the major difficulties, for there is no off-peak period common to all carriers. 
Off-peaks are dependent upon direction, route segment, and time elapsed from 
origin to final destination. Air-coach fares raise the question of whether the 
carriers will receive enough revenues from such flights to realize a profit. Mr. 
Norling, of Capital Airlines, expressed the opinion that these off-peak coach 
schedules were profitable by virtue of also carrying mail, freight, and express. 
Capital Airlines is satisfied with present coach operations and feels little diver- 
sion from its first-class runs. Mr. Cherry, of TWA, pointed out that if coach 
schedules are put on truly off-peak hours, these flights would not be filled 
regardless of any rate differential. 

Mr. McMillen stated American Airlines foresees future volumes consisting of 
70-80 percent coach travel. American is not in favor of coach travel at present 
rates. The most important point relative to such travel is setting of proper 
rates, for there are much greater fluctuations in this segment than in the first- 
class market. For this reason coach business should be emphasized during eco- 
nomic recessions. 

Mr. Hambleton explained that Chicago & Southern has no coach operations 
at the present time and is not inclined toward any reduction in present fare 
rates. A review of the research department study, A National Plan to Limit the 
Number of Air Travel Agencies, was on the agenda. However, a representative 
of the travel agency committee was not present and this item was omitted. 

The CAB mileage book was then taken up with Mr. Johnson, of Delta Airlines, 
leading the discussion on present format and suggestions for possible changes. 
He stated that the present mileage book overstates total airline mileage by 
78 percent for mileages of all air carriers are still based on duplications. It 
was felt that the route descriptions given in the mileage book were important 
and should be continued. In fact, the carrier representative present would like 
to see the descriptions repeated verbatim from the actual certificates. Without 
these descriptions, minimum interstation air distances cannot be computed. 
Mr. Gross, of TWA, pointed out that mileage duplications should be elim- 
inated, and route patterns should be the final determination of mileage. Mr. 
Newbill, of Eastern, feels it is easier to use the certificate for mileage compu- 
tation. It was also suggested that carrier nonstop distance tables be added. 

The following motion was offered by Mr. Robertson, of Braniff Airlines: The 
mileage book be amended as follows: (1) Unduplicated route mileages be 
indicated at the bottom of each route map; (2) the certificate with its docket 
number and effective date be included exactly as given by the CAB; (3) mileage 
tables now presently shown be eliminated; and (4) nonstop interstation air 
distance be shown in some type of table. There were two amendments to this 
motion. Mr. Gross added that an additional page follow the route map, giving 
a detailed list of point-to-point distances, The other item, by Mr. Stewart, of 
Northwest, was that summaries of unduplicated route mileages by carriers and 
classes of carriers be shown. The motion with its amendments was unanimously 
accepted. 

Progress on subsidy separation was reviewed by Mr. Tipton, of ATA. A subsidy 
separation bill has been passed by the Senate fixing mail rates, based on costs 
for a period not to exceed 3 years. The general policy of ATA is to have this 
cost provision stricken out of the Senate version and to defer the question of 
international subsidies for some future period. Otherwise, to give support to 
the general policy of subsidy separation. 

Mr. Tipton introduced the study on 5-cent all-up mail, In the last session of 
Congress a bill increasing airmail postage from 6 to 8 cents was introduced. 
This was defeated solely because it was joined to a first-class surface mail 
increase. The major desire for increasing postage rates is to lessen the post- 
office deficit. Such a price increase, however, cannot solve the deficit problem, 
for the large increase in expenditures has come from wage raises. It can only 
perhaps help decrease losses. 

This is a good time for the industry to approach the all-up policy and take the 
offensive. This policy should be considered before there is an increase in first- 
class rates. The present thinking is that intercity letter mail rates should be 
5 cents an ounce, and all letter mail be moved by the most expedient method— 
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mainly all letter mail moving over 700 miles be sent by air. This action, of 
course, would have to come from Congress. 

Calculations have shown this would reduce the post-office deficit by $150 
million. The public would receive superior letter-mail service and the airlines 
increased revenues. 

Several problems arise in such a study. First is the capacity of the air- 
lines. On an overall base, the industry can definitely handle this vo'ume of 
mail resulting from an all-up policy. However, capacity must be figured on a 
route segment basis, with rescheduling of flights most probable. The second 
is the financial impact on the railroads. In 1951, if the airlines had carried 
all letter mail moving over 700 miles, the net rate fur the railroads wuuld 
have decreased to 3.52 percent from the 3.58 percent they actually achieved. 
The problem of space for distribution of airmail at airports is being studied 
by Mr. Williams of American Airlines. The fourth problem is the effect on 
air-carrier revenues and the net rate of profit. Mr. McMillen pointed out that 
there will be little increase in long-haul-mail volumes, for penetration in this 
distance is presently at its maximum. Much of the short-haul mail woud be 
lost with the greatest increase coming from medium distances. The carriers 
generally felt that 700 miles was too high as a breaking point. Since airmail 
would still be carried at present rates (45 cents a ton-mile for the Big Four), 
such a setup might not help financially. Carrier representatives generally 
favored a breakpoint of 500 miles. Mr. Norse of United added that a point of 
500 miles would probably double mail volume. 

Decision on an all-up mail policy will probably come around January 1954. 
The reason for this early consideration is to have an affirmative and conclusive 
position. By 1954, mail payments may be extremely important to the airlines. 
Dr. Sorrell expressed the opinion that such a program could not be instituted 
without some difficulty, for no class of mail, as reported by cost-ascertainment 
reports, paid its own way. 

The last topic for discussion was related to ATA research department in 
general. The carriers were asked the value of present travel and financial re- 
leases. This information is not available much earlier than from Aviation Daily. 
However, traffic statistics sent out by the research department cover scheduled 
data which is not available in the Daily. 

The carriers agreed that recurrent information on nonscheduled earriers was 
extremely important and useful and should be continued. Generally, it was 
felt st origin and destination studies should also be mandatory for irregular 
carriers. 

Coach figures were also asked to be released quarterly by the ATA research 
department. This data should contain both regular coach travel as well as 
all reduced-fare plans. 

A eommittee was formed to study the desirability of a permanent conference 
group. Membership, with Dr. Sorrell as chairman, is as follows: Norse of 
cae Norling of Capital, Kriete of Northwest, and Thorne of Wisconsin- 


It was suggested that 2 full days be allowed for future meetings and that 
the sessions be held at the beginning of a workweek. Mr. Newbill suxvested 
meeting days of Tuesday and Wednesday. One of the semiannual meetings 
should be held during January and devoted primarily to discussion of traffic 
and finances. The date for the second meeting of 1952 will be determined upon 
completion of the O. & D. passenger sample study. 





Atk TRANSPORT ASSOCTATION OF AMERICA, 
Washington, D. C., April 28, 1954. 
Memorandum. 
Subject: Development of industry position on level and structure of airmail rates 
To: Heads of research. 


You may already have received notification of the May 10, 1954, industry 
meeting to discuss the airlines position on the level and structure of airmail 
rates, sent out by Mr. Kelly, secretary of the airline finance and accounting 
conference. A copy of this memorandum is enclosed for your convenience. 

Because of the close relationship of this exploration of airmail rates to the 
activities of research personnel, it has been suggested by Mr. Johnson that air- 
line research departments be advised of the meeting scheduled for May 10 and 
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that they may find it advisable to attend. It is assumed, of course, that in 
most instances those involved in research will be associated with mail studies 
of their companies. 
One of our own staff will attend the Chicago session. 
Lewis C. SORRELL, 
Director, Division of Air Tansport Economics. 


AIRLINES FINANCE AND ACCOUNTING CONFERENCE, 
DIVISION OF AIR TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., April 28, 1954. 
Memorandum. 


Subject: Meeting call May 10, 1954; development of industry position on level 
and structure of airmail rates. 
To: Member representatives, representatives of the research department. 


Since adjournment of the recent meeting of industry and Board representatives 
on the subject level and structure of airmail rates, the president of the associa- 
tion has written as follows to the heads of those airlines whose airmail rates 
have been opened by action of the Board: 

“We have been attempting to follow all of the actions recently taken by the 
Post Office Department and the Civil Aeronautics Board with respect to both the 
level and structue of your mail rate. The opening of all the trunkline mail 
rates has, it seems to us, brought the matter to a head. 

“Apparently the Civil Aeronautics Board is now determined to create a new 
rate structure which will be equally applicable to all domestic carriers trans- 
porting mail. It seems essential to me that the carriers should devote their best 
efforts to developing a rate structure and rate level themselves which can 
be submitted to the Board. We would thus be following a course which the 
railroads have followed for many years in dealing with similar problems before 
the Interstate Commerce Commission. 

“For this reason, I have asked members of the staff of the ATA to take steps 
to get the proper people in the airlines together to discuss this problem as soon 
as possible.” 

At the same time he has given instructions to me to proceed with arrange- 
ments for the proposed meeting referred to in the final paragraph of his letter, 
with the understanding that such meeting will be attended by a policy level 
representative on the subject of mail pay from each such airline, in some in- 
stances the member represenative, in others a representative of the research 
or other department. Furthermore, in view of the fact that any developments 
agreed upon at such meeting might have an important impact on each other 
member airline, the president has urged this office to make every effort to have 
every member airline send a representative to this meeting. 

These instructions have been discussed with member representatives of vari- 
ous airlines and, in accordance with their composite view, a meeting is hereby 
called to convene at 9:30 a. m. on Monday, May 10, 1954, in the Blackstone 
Hotel, Chicago, IL. 

Counsel for the association has assured that the CAB has been advised that 
this meeting will be held and that such a course of action will not be in violation 
of the law. 

This office has taken the liberty of reserving the estimated number of hotel 
rooms that will be required to accommodate attendants. In view of the fact 
that the convention of the Petroleum Institute will be meeting in Chicago during 
that week, hotel accommodations will be very difficult to obtain. Accordingly, it 
would be appreciated if each member representative would advise on or before 
Tuesday, May 4, who will represent his company at such meeting and whether 
or not the attendant wishes to use one of the rooms that have been reserved. 


E. F. Kettry, 
Ezvecutive Secretary. 


Mr. Roprno. It is my recollection, talking about subsidy, that you 
mentioned the fact that we had discussed it rather at length, and 
seemed to be placing a lot of emphasis on it. Whether or not I 
properly construed your statement in regard to it, you seem to mini- 
mize the importance of subsidy. I wonder whether I am correct. 
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You made mention of this in a way that caused me to conclude that 
it was not an important factor in the growth of the certificated 
carriers. ; 

Mr. Gewrrrz. Indeed, not, sir. If you got that impression, let me 
correct it. 

It was certainly an important element in the growth of the carriers 
in the days of their infancy and to some extent still is with local- 
service airlines, helicopter and on certain international routes. 

Mr. Roprno. I am glad you made that statement because the im- 
pression was in my mind that you attempted to minimize the impor- 
tance of subsidy. I know that at least way back in the early growth 
of the certificated carriers, that a big percentage of their total revenue 
was attributable to subsidy. 

Are there any other questions ? 

Mr. Harkins. You indicated that the benefits from the civil reserve 
air fleet, made up for the subsidy payments that had been made to 
the airlines, thus sort of indicating that by establishing this civil re- 
serve air fleet, the airlines were paying Back something to the Govern- 
ment for making up the subsidy payments. Is that a correct analysis? 

Mr. Gewrrtz. That is not the impression I intended to create. I do 
not believe that was in fact the impression that was generally created. 

Mr. Harkins. What was it ? 

Mr. Grewrrtz. That the creation of the reserve fleet is part of the 
statutory obligations of the certificated carriers. We do it gladly and 
willingly and as part of our general responsibility to that aspect of the 
act that requires that the air transportation system be both a supple- 
ment and a complement to our National Defense Establishment. 

If in the course of that it represents a contribution that may not 
equalize but certainly make up in some respect the subsidies that have 
ee paid out over the past years, why, we are happy to take credit 

or it. 

Mr. Harrys. I see. That is the idea I am trying to get at. 

Mr. Gewrrrz. Just as we do for the taxes and the other things that 
= airlines contribute to the continuing prosperity of the United 

tates. 

Mr. Harxrns. Well, all of the planes in the civil reserve fleet are 
presently being flown by the carriers, are they not, and being used in 
their daily operations? ' 

Mr. Gewirtz. That is correct. 

Mr. Harxrns. And the arrangements for the civil reserve air fleet 
are simply to have these planes adapted for cargo use as needed by the 
military on a 24- or 48-hour basis? 

Mr. Gewirrz. That is correct. 

Mr. Harxrns. The changes that are to be made in the airplanes, the 
removal of the seats and the institution of other equipment, will be paid 
for by the Government; its that not right ? 

Mr. Gewrrrz. Under contract at the time they become part of the 
active auxiliary. 

Mr. Hargis. That is right. 

Mr. Gewrrtz. I would assume, under contract that some payment 
would be made for the services rendered, which does not strike me as 
being particularly inequitable or unusual. 

Mr. Harxrns. I am not saying it is inequitable or unusual, but it is 
not a gift to Government, is it ? 
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_ Mr. Gewirrz. All we are maintaining is that the existence of that 
civil reserve air fleet, whether it is sitting still on the ground or being 
operated by the carriers, represents a saving in capital investment to 
the United States Government of $400 million and a saving in terms 
of the fact that we operate them as distinguished from MATS, the 
Navy, or any other portion of the Defense Establishment represents a 
Savings in maintenance and operation of $300 million a year. That 
was the only point that was made. 

In addition to the points of obligation, our acceptance of it, and 
our fulfillment of it. 

Mr. Harkins. Well, having the civil reserve air fleet in the estab- 
lishment the way it is, as you point out, removes the necessity for the 
Government to maintain comparable equipment and that is in itself 
beneficial to the airlines industry, is it not? 

Mr. Gewirtz. We would choose to believe that it is beneficial to 
aoe of us, and the Government, as well as the people of the United 

tates. 

Mr. Harxins. Another benefit to the airlines industry is that the 
pecans would be used in the operations of the civil reserve air fleet. 

f the fleet is called into active service it will be manned by the 
regular personnel of the airlines. So there will be no disruption of 
the personnel of the airlines in a war, by the draft; isn’t that right? 

Mr. Gewirtz. Well, that is a fascinating statement, Mr. Harkins. 

I suppose that it constitutes no disruption to airline personnel 
because airline personnel will not be flying those three hundred-odd 
planes in commercial operations. They will be flying those planes 
under contract. And I would suspect at considerably lower return 


than they would get if they were being flown in commercial operation. 
y g Dae; £ The 
is r 


All I can say is, on the of my experience in the Air Transport 
Command, when you saw some of the contract operators sweating in 
the middle of Africa, there is considerable question as to whether you 
are better off serving in that capacity as a contract operator or serving 
in uniform at the Pentagon, 

Mr. Harkins. That is all quite true, but the point is that the organ- 
ization of the airlines will not be disturbed by losing personnel. 

Mr. Gewirtz. If you choose to believe that the personnel of the 
airlines would not be disturbed, by reason of their operation in the 
Civil Reserve Air Fleet, I won’t argue with you. There may be some 
difference of opinion on the part of the personnel. 

But by the same token, I do not think it is particularly germane 
to the issue of whether or not the antitrust laws of the United States 
are involved. 

Mr. Harxrns. No, but it is germane to the issues of the benefit of 
subsidy. 

Mr. i We will get on to another pnene, Mr. Gewirtz. 
I would like to ask you a question relative to the matter of ticket 
agents. 

Sa. Gewirtz, would you say that it is or is not correct that the Air 
Traffic Conference of the Air Transport Association has established 
a rather comprehensive system for the selection and regulation of the 
travel agents with whom its members may deal ? 

Mr. Gewrrtz. With a fast shuffle, 1 would like to turn this portion 
of the program over to Mr. Markham. 
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Mr. Rovrno. Yes, sir. 

Mr. Marxuam. They have adopted an air traffic conference agen 
resolution which is included in the trade practice manual filed wit 
the CAB and approved by it. 

Mr. Ropvrno. And would you say that an ATA carrier can do 
business only with an agent whose name appears on the air traffic 
conference agency list ? 

Mr. Marxnam. That is one of the provisions, yes, sir. 

Mr. Roprno. The ATC committee has absolute power, has it not, to 
approve or disapprove any application by a person who desires to be 
named as an agent on the agency list ? 

Mr. Marxuam. I am not sure what you mean by “absolute power.” 

Mr. Roptno. Can it approve or disapprove? 

Mr. Marxuam. There are exceptions provided under which appoint- 
ments may be made without prior approval of the agent’s qualifica- 
tions by the committee. 

The normal procedure is for an agent who desires appointment 
to secure a sponsor, submit his application together with the infor- 
mation that is required. And in due course that application will be 
submitted to the agency committee. The agency committee then 
reviews the qualifications of the agent in the light of the standards 
contained in the resolution and decides by a two-thirds vote that he is 
qualified ; or if there is not a two-thirds vote, he is not approved. 

There has been some testimony before the committee, baliivs, that 
it required unanimous vote. That is not correct. It requires a two- 
thirds vote of the members of the committee present and voting. 

But let me point out that while there is a standing committee of, 
I believe, seven members, that for purposes of passing on the quali- 
fications of agents, any member company of the air traffic conference 
may send a voting representative to the committee meeting. So that 
for purposes of passing on these applications, all members of the 
air traffic conference have the opportunity to be present and vote. And 
it is two-thirds of those present and voting, not unanimous, and not 
necessarily just the seven members of the standing committee. 

Mr. Materz. At this point I offer in eveidence the air traffic confer- 
ence agency resolution. 

Mr. Roptno. It will be admitted in the record. 

(The Air Traffic Agency resolution appears on p. 1774.) 

Mr. McCutiocn. I would like to ask one question here. When you 
say that an applicant for an agency must have a sponsor, do you mean 
a - ne iy among one of these certificated airlines or any reputable 
citizen 

Mr. MarxHam. One of the members of the Air Traffic Conference, 
one of the airline members. And the reason for that, Mr. McCulloch, 
is really very simple. 

The agency committee does not want to spend its time reviewing the 

ualifications of agents which none of the members wants to appoint. 
In other words, unless there is an airline which wants to appoint the 
agent, the assumption is that there is no necessity for reviewing his 
qualifications. 

Consequently, when an airline sponsors an agent, that is an indica- 
tion that it would like to be able to appoint that agent. 
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So that all that the sponsorship means in effect is, (1) we want to 
appoint the agent, and (2) we will undertake to obtain the informa- 
tion required for the committee’s consideration. 

The absence of a sponsor simply means that none of the companies 
is interested in appointing that agent, and for that reason there is no 
necessity for the committee to determine whether he is a qualified agent 
or not. 

Mr. McCutxoca. Are there many agents finally appointed who are 
not originally suggested by one of your members? 

Mr. Marxuam. Well, under the procedures that have been in effect 
for the last 10 years, sponsorship has been a requirement; in other 
words, some company submits the agent’s application, thereby indi- 
cating that it would like to appoint the agent. 

Mr. McCuu.ocu. Well, going back beyond that, does one of the 
members pick out Joe Doak travel agent and then sponsor him, or may 
a reputable citizen decide that he would like to be a travel agent and 
present his qualifications to one of the members who in turn, if they 
approve it, submit it? 

Mr. Marxuam. Either way; it works both ways. 

In other words, an agent who would like to represent a carrier is 
pordnetty free to approach the carrier, and I assume that that is what 

appens in many of the cases, if not the majority of them. 

Mr. McCuutocw. Thank you. 

Mr. Roprno. Is it not correct, Mr. Markham, that persons who are 
finally approved by the Air Traffic Conference must enter into a stand- 
ard sales agency agreement which spells out the scope of his authority, 
designates the location of the sales office, the deadline by which he 
must make collections and remittances, and methods of selling, remu- 
nerations, commissions, and the like ? 

Mr. Marxnam. It is correct that each agency must, under the 
resolution, enter into a standard sales agency agreement, the form of 
which is attached to the resolution and incorporated into it; yes, sir. 

You have mentioned a few of the subjects covered by the sales agency 
agreement. 

Mr. Roprno. I know there are others. Letmeaskthis: Is it, there- - 
fore, not correct that it is impossible for a person to become a travel 
agent for any certificated carrier unless he is first licensed by the ATA ? 

Mr. Marxuam. No, it is not. Your statement is not quite correct, 
Mr. Chairman. 

As I mentioned earlier there are a number of exceptions provided in 
the resolution under which an appointment may be made by an indi- 
vidual carrier, subject to later review of the agent’s qualifications by 
the committee. 

You also used the term “licensing.” 

Mr. Roptno. Yes. 

Mr. Marxuam. We have not registered this as a licensing arrange- 
ment. It is an arrangement which I will be glad to spell out if you 
care to have me. 

It is an arrangement under which the resolution defines what is re- 
garded as a qualified agent, a legitimate travel agency. 

There are three types of them defined in the resolution. It provides 
that with the exceptions which are contained in the resolution, the 
agency committee is to determine whether or not an agent who has been 
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Por or appointed under one of the exceptions meets the quali- 
cations set out in the resolution. 

And there are certain things which the committee is instructed to 
consider in doing that. So that we had regarded it as a procedure for 
determining the qualifications of agents, rather than a licensing ar- 
rangement. Althoug 

r. Matxerz. What is the difference between the procedure that you 
set forth and a licensing arrangement? 

Mr. Marxuam. If you find comfort in the term “licensing,” I have 
no objection to your using it. I say we have not regarded it as a 
licensing arrangement. 

Mr. Quieter. I might comment that I do not find comfort in either 
the arrangement or the terminology. 

Mr. Marxnam. Well, let me explain, if I may, Mr. Chairman, the 
background of this. I think it is important to an understanding of 
the arrangement. 

It is true that with the exceptions that I have mentioned, and which 
are spelled out in the resolution, approval of the agent’s qualifications 
by the agency committee is a prerequisite to appointment of an agency 
by one of the member carriers of the Air Traffic Conference. 

The reason for that is that every airline feels that it has a i legiti- 
mate interest in the agents appointed by other carriers, and there are 
several reasons for that . 

In the first place, as I am sure you know, all of the Air Traffic Con- 
ference members have what you call interline ticketing and baggage 

reements under which nek airline acts as an agent for each other 
airline for ticketing purposes. 

That means, necessarily, that when one airline appoints an agent, 
that agent becomes a subagent for all of the other carriers. He can 
ticket over—he can issue interline tickets involving both his immedi- 
ate principal and the other carriers with whom his principal has inter- 
line ticketing agreements. 

It means, also, of course, that in the eyes of the general public who 
walk into the agent’s oflice, that agent represents the airlines generally. 
He is likely to have a sign on his window saying, “Airline tickets,” but 
certainly, if you walk into an agent’s office and buy a ticket over, say, 
American Airlines and United Air Lines, you assume that the agent is 
representing both. You do not know whether he is actually appointed 
by both of them or not. But if he is appointed by one of them, by 
reason of his subagency, he can issue tickets over the other. 

So that in the eyes of the public, he is likely to be regarded as the 
agent of all of the carriers. 

There are other reasons why the carriers feel that they have an in- 
terest in the agents appointed by the other carriers. 

There are weeny carriers who, simply as a matter of philosophy, feel 
that if one of their principal competitors appoints an agent, they 
must pean him also. They regard that as necessary for the protec- 
tion of their own competitive interests. 

So that they can, from a competitive standpoint, be forced to ap- 
point an agent, whether they would have been willing to select him 
originally or not, if he is appointed by one of their principal competi- 
tors. 
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A third reason: The type of agency representation that is selected 
by any carrier tends to deflect on the other carriers, For example, if 
airline A were to appoint every shoeshine parlor and every drug store 
and every pool hall in the communities they serve as their agents, the 
public would soon come to believe that that was the type of agency 
representation which all of the carriers used. You cannot differentiate 
in the minds of the general public between the carriers who appoint 
a ticket agent, because as I indicated before, if any one carrier selects 
an agent, the public is likely to regard him as the agent of all, and 
consequently, the industry, all carriers in the industry, feel that they 
have some stake in the type of agents which the others appoint. 

A second part of that—and this I think has been borne out in the re- 
cent history of the nonscheduled carriers in their agency appoint- 
ments—if the public is victimized by a dishonest or incompetent agent, 
that reflects on the industry generally, and I think you will find in 
the report of the House Interstate and Foreign Commerce Committee, 
on the amendments to the Civil Aeronautics Act which added the so- 
called agency amendments to that act, ample support for the point that 
it is the airlines who suffer in the long run in the eyes of the public for 
the wrongs of their agents. 

So that any one airline can, by appointing a dishonest or incom- 
age agent, bring down on the heads of all airlines some responsibi- 

ity as far as the general public is concerned. 

hat the Air Traffic Conference carriers have tried to do is to set 
up a procedure which would assure the selection of competent, repu- 
table, and aggressive agents. They regard that as sound sales policy, 
and nobody would question that it is sound sales policy. 

The airlines want their services merchandised through agents who 
are competent, who are trained to give the public good advice, to give 
them correct information, and complete information. 

There is a second reason why they think that is important: 

The airlines are civilly and criminally liable for the actions of their 
agents. If an agent gives out bad information, or if he makes mis- 
representations to the public, the carrier as his principal is certain! 
civilly liable, and it has been suggested from time that if the agent is 
guilty of rebating or is guilty of fraud, the carrier, his principal, may 
even be criminally liable for his actions. 

Furthermore, I am sure you understand that any airline which 
appoints an agent has a very large financial stake in the operations 
of that agent. If you put into the hands of an agent a block of blank 
tickets, those tickets can be converted into thousands of dollars worth 
of transportation, not only over that one carrier, but over all of the 
other carriers with whom the principal, the airline principal, has 
interline agreements. 

Furthermore, of course, the money that the agent collects for those 
tickets is money that belongs to the airlines, and the airlines want 
some assurance that when that money is due, it will be paid. 

Consequently, they are interested in agents who are financially 
responsible. 

1ird, and I think perhaps most important in the eyes of some of 
the carriers, they want agents who are aggressive, who are willing 
and able to promote the sale of their services. They want agents who 
are trained and competent to do it, but who also have an interest in 
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doing it, who have the financial responsibility and the financial re- 
sources and the knowledge that it takes to do i. 

The airlines regard the agents as a supplement to their own sales 
organizations. Many of the airlines regard the agents as specialists 
in developing pleasure, vacation, and casual type traffic. 

Frequently the agents can reach the potential passenger in that 
field better than an airline sales organization can. And, consequently, 
= want agents who have the competence, who have the knowl 
and who have the financial resources that are required to do the sales 
and promotional job that they want done. 

It is perfectly true, I suppose, that adequate licensing, if you want 
to use that term, at the governmental level, would provide the air- 
lines the kind of protection that they want. 

But the history of airline agency representation before the war. 
before there was any Air Traffic Conference Agency Agreement, and 
the history of the nonscheduled agency picture since the war, have 
convinced the carriers that, in the absence of either Federal or State 
laws which would provide at least minimum qualifications, minimum 
financial responsibility, minimum competency, as far as travel agents 
are concerned, the only protection they have is through an arrange- 
ment of that sort. 

Mr. Roptno. Mr. Markham, then you would say that the agency 
committee of the conference can effect the removal of any agent if it 
determines that the agent fails to comply with its sales agency agree- 
ment, and can do this summarily ? 

Mr. Marxuam. That is one of the considerations that the agency 
committee is required to take into account in reviewing the qualifica- 
tions of an agent once appointed. 

In other words, his actual performance under the sales agency 
agreement is a consideration. And if the committee were to find that 
he had consistently and deliberately breached his agreement, it is a 
factor that well might lead to cancellation. 

Mr. Ropino. Without agreement on the part of the sales agent? 

Mr. Markuam. Yes; that is correct. 

Mr. Roptno. And then would you not say it is a fair statement that 
you as a regulated industry have been delegated authority by the 
CAB to regulate the conduct of members of an unregulated industry ? 

Mr. Markuam. To the extent that our interests are immediatel 
and directly involved, I suppose that that statement is correct. 8 
have not undertaken to regulate the travel agency industry as an 
industry. We have undertaken to protect our own interests in so 
far as agents can affect them adversely. And we have undertaken 
to regulate our own relationship with our own agents. 

Mr. Quieter. Which makes the situation even worse, because if 
they were regulated by any State agency or by a Federal Govern- 
ment. agency, we would at least assume that that Government agen 
in its regulation and control would have a broader interest in min 
than just one segment of one industry. 

Mr. Well, we have a broader interest in mind, It may 
be a self-interest, Mr. Quigley, but it is a broader interest. We are 
very much—— 

Mr. Quictxy. Not broad enough. It is not broad enough to in- 
clude the interests of the nonskeds. 
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Mr. Marxuam. We are not really concerned about the nonskeds as 
far as this particular program is concerned. There is nothing exclu- 
sive about our agency agreement. An agent who does the job that he 
is expected to do under our agreement is perfectly free to represent 
anybody and everybody else that he pleases. 

Mr. Catia: Including the nonsked ? 

Mr. Marguam. Including the nonskeds; yes, sir. On that 

oint 
m Mr. Quieter. When was the last time that happened ? 

Mr. Marxuam. Beg your pardon ? 

Mr. Quictey. When was the last time that happened ? 

Mr. Marxuam. Last time what happened, sir ? 

Mr. Quietry. That one of your licensed agents represented a non- 
scheduled airline ? 

Mr. Marxuam. There are many of them right today who repre- 
sented nonscheduled airlines. Many of them. 

Mr. Quietry. Are they in the same position as Mr. Katz that was 
referred to in the memorandums that were introduced the other day? 

Mr. Marxuam. I am not familiar with that. Was that the Parris 
Island case? Iam not familiar with the case. 

Mr. Roprno. That was the Parris Island case. 

Mr. Marxuam. I am not familiar with that particular case, but I 
suggest there is immediately a great distinction here, because the rep- 
resentation that we are permitted on military bases is an exclusive 
type of representation. 

And again, I say I do not know anything about that, but I think 
that that is not a normal travel agency type of situation at all, but the 
great majority, I think, of the agents now representing the Air Traf- 

c Conference certainly represent the steamship companies, they rep- 
resent bus lines, they represent tour operators, and many of them rep- 
resent nonscheduled carriers. 

Mr. Quiciey. Have you any idea how many ? 

Mr. Marxuam. I could not tell you offhand. As a mater of fact, 
I do not know that we even know; I do not think that we even attempt 
to keep records. 

Mr. Quicrry. Would that maybe be the explanation as to why they 
are doing it? You do not know? 

Mr. Marxuam. No; because we do not care, as long as they do the 
kind of a job for us that they are expected to—we do not care who else 
they represent. 

We dp not ask for exclusive oe we simply ask for good agents 
who will do the kind of a job that we want done and will live up to 
their agreements with us, who are financialy responsible and will pay 
their bills when their bills are due, who will not mistreat the public. 

I would like to ask that you include in your record, Mr. Chairman 
Report No. 2420 of the House of Representatives, 82d Congress, od 
session, which is the report of the House Interstate and Foreign Com- 
merce Committee on bill No. S. 2690, which was the bill that added 
the travel-agency provisions to sections 411 and 902, I believe it is, of 
the Civil Aeronautics Act. 

Mr. Roprno. That will be included. 

(The report No. 2420 referred to appears on p. 1803.) 
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--Mr. Marxuam. You will find in that report a very shocking dis- 
closure of what happens when you turn travel agents loose, who are 
free to mistreat the public and free to mistreat their own principals, 
without any effort to control them except perhaps on the part of the 
individual principal. 

Mr. Mo Hu. Mr. Chairman, I do not know the purpose of all 
of this line of questioning, and I have no objection to it. However, 
it leaves a question in my mind and leaves an inference with me that 
I would like to have discussed. 

That inference is this: That your association might, upon dis- 
covery that a travel agent was selling passage over a nonscheduled 
airline, immediately revoke the contract or otherwise prohibit the 
continuance of that agency for your members. 

This is the question: If an agent is following the terms and con- 
ditions of your contract, which does not contain, either directly or in- 
directly, I understand, a provision prohibiting the agent from selling 
passage on a nonscheduled carrier, should the agent sell such pas- 
sage, would you proceed to revoke his contract ? 

{r. MarxuHam. No, sir. 

Mr. McCuttocu. So, therefore, you find no fault with agencies 
that have been created pursuant to your procedure solely by reason 
of the fact that they sell or offer to sell tickets or passage on non- 
scheduled airlines? 

Mr. Marxuam. As far as the Agency Committee is concerned, we 
do not. It may well be that an individual carrier would elect not to 
appoint such agents. 

r. McCutsocn. After the appointment was made, what would be 
the course of action, if that fact were discovered, either by your com- 
mittee or by the individual carrier, that sponsored that agency? 

Mr. Marxuam. So far as the agency committee is concerned, noth- 
ing would happen, sir, as long as that agent was still meeting the quali- 
fications and was still doing the kind of job that he was expected to 
do. The fact that he was representing competing carriers, whether 
they were nonscheds, or whether they were steamship carriers, bus 
lines, or railroads, would not affect his qualifications as far as the 
agency committee is concerned. 

Mr. McCutiocn. Again, there is nothing in the contract, or the 
agreement or the license or whatever name you wish to call it, which 
prohibits an agent from selling or offering for sale a ticket or a pas- 
sage on a nonscheduled carrier? 

Mr. Marx«uam. There is not, and there has not been for several 

ears. 
- In fairness to the committee let me give you the history of this just 
very briefly. 

Back a number of years ago—and I cannot recall just when it was— 
IATA adopted a resolution which prohibited IATA agents from 
representing non-[ATA air carriers who either paid higher rates of 
commission than the [ATA carriers paid, or, I believe, charged lower 
fares over competitive routes. 

This resolution was formally investigated by the Civil Aeronautics 
Board. There was a full hearing on it. And at the conclusion of the 
hearing the Civil Aeronautics Board approved the IATA resolution. 

Following that action, I believe in 1951, the Air Traffic Conference 





1760 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


adopted a somewhat similar provision which we filed with the Civil 
Aeronautics Board. 

But less than, I think, a year later, without any explanation as to 
why our resolution was different than the LATA resolution, the Board 
summarily disapproved our resolution. 

The Air Traffic Conference immediately canceled it. It has not been 
in effect since then, and it has not been observed since then, to my 
knowledge. 

At the time the resolution of the Air Traffic Conference was pending 
before the Civil Aeronautics Board, we received an inquiry from Sen- 
ator Sparkman, who was then the chairman of the Senate Small Bus- 
iness Committee, inquiring as to the reasons for ores that resolu- 
tion, and I would be glad to place in the record, Mr. Chairman, a copy 
of the letter which we wrote Senator Sparkman. 

Mr. Ropino. That will be admitted in the record. 

(The letter dated June 7, 1951, is as follows:) 


Arr TRAFFIC CONFERENCE OF AMERICA, 
Washington, D. C., June 7, 1951. 
Hon. JOHN SPARKMAN, 
Chairman, Senate Small Business Committee, 
United States Senate, Washington, D. C. 

My Dear Senator: I am very happy to comply with the request contained in 
your telegram of yesterday for an explanation of the supplement to the Air 
Traffic Conference sales-agency agreement which was sent out for execution 
on May 21 of this year. 

The practical problem to which the amendment is addressed is essentially a 
very simple one. The scheduled airlines have for many years relied upon travel 
agents to supplement their sales efforts. Some of the larger airlines, which 
have large sales organizations of their own, rely on the agents primarily to 
develop pleasure and tour business which is not susceptible to direct selling by 
the airlines themselves. The smaller scheduled airlines, however, rely upon 
the travel agents fur additional coverage. Their own sales and traffic organiza- 
tions are not adequate to sell and service some of the commercial business which 
they handle, particularly in small communities where the volume of traffic does 
not justify the maintenance of downtown ticket oftices and sales forces. And, 
in the case of all of the scheduled airlines, both large and small, considerable 
reliance must be placed upon the travel agents to promote traffic at off-line points. 
As a result, the scheduled airlines regard the travel agents as an integral and 
essential part of their sales promotion and service programs. At the present 
time approximately 1,800 travel agency offices in the United States and Canada 
hold appointments from one or more of the members of the Air Traffic Conference. 

Experience in the older forms of transportation, as well as in the air-transpor- 
tation business itself, has demonstrated the necessity for establishing standard 
rates of commission for the various types of business sold. In the absence of 
such an arrangement, competition among the transportation companies will force 
a rising spiral of commission rates as the companies try to outbid one anether 
for the business produced by particular agents. The exorbitant and uneconomic 
rates of commission resulting from such a situation do not benefit the publie, 
but, on the cuntrary, benetit only the agents, while the rates charged to the public 
must reflect the increased sales costs of the companies providing the transporta- 
tion. For that reason, all of the established forms of transportation have 
arrangements under which the rates of commission are standardized. 

The Air Traffic Conference has been dealing with this problem for a number 
of years and, for many years, has maintained on file with the Civil Aeronautics 
Board resolutions under which maximum rates of commission are established, 
The present resolution establishes a maximum rate of 5 percent on domestic 
business, 74 percent on international business, and 10 percent on all-expense 
tours. These rates have been approved by the Civil Aeronautics Board. 

The nonscheduled airlines, which have come into the business since the end 
of World War II, have, for the most part, no adequate sales organizations of 
their own. They have relied primarily, if not exclusively, upon travel agents, 
both to sell their business and to serve their passengers. In order to induce 
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agents to represent them, and in an effort to provide agents with an incentive to 
sell transportation over their lines rather than over the lines of the scheduled 
carriers, the nonscheduled carriers have increased the commissions paid to 
agents, in some cases, to 30 percent or more. 

The result is quite obvious. A travel agent who receives, say, 30-percent 
commission from the sale of a ticket over a nonscheduled carrier, and who re- 
ceives 5 percent for the sale of a ticket between the same points over a scheduled 
airline, will sell a passenger transportation over the nonscheduled carrier, if 
that is possible. His own financial interest will not permit him to represent 
both carriers impartially, or even to consider the needs and desires of the passen- 
ger. He will sell transportation over the scheduled line only when he is unable 
to induce the passenger to travel via the nonscheduled carrier. 

The Metropolitan Life Insurance Co. could hardly be expected to appoint or 
retain an agent who also represented the John Hancock and who received from 
the John Hancock 5 or 6 times as large a commission for selling a policy with 
the Hancock Co. as he received from the Metropolitan. To retain an agent 
with such an obvious conflict of interest would hardly be a sound sales policy. 
Similarly, a manufacturer looking for sales outlets would not select, as his repre- 
sentatives, persons who handle competitive products, selling at lower prices but 
paying the retailer a higher profit. . 

Any vendor of goods or services must expect wholehearted and aggressive 
support from his sales representatives if his sales program is to be effective. 
The scheduled airlines are in no different position. They cannot expect travel 
agents to sell transportation over their lines when it is to the agents’ financial 
advantage to sell transportation over competitive nonscheduled lines. 

The solution to the problem adopted by the scheduled carriers is identical 
to that adopted by the International Air Transport Association several years 
before. Resolutions similar to the amendment referred to in your telegram 
were filed by IATA with the Civil Aeronautics Board and were the subject of a 
formal proceeding before the Civil Aeronantics Board. By its Order B-5083, 
dated January 26, 1951, the Board approved the IATA resolutions. It was only 
after that approval that the Air Traffic Conference adopted similar measures 
to meet the problem. 

It should be pointed out that the amendment leaves the agent free to choose 
which of the competitors he will represent. If he elects to represent the sched- 
uled lines, he may not act as a general agent or general sales agent for non- 
scheduled carriers, nor may he accept higher rates of commission from other 
air carriers, without the consent of the scheduled carriers whom he represents. 
Under the amendment, he may still act as agent for the nonscheduled carriers 
if the rates of commission paid by those carriers are no greater than those paid 
by the scheduled carriers. The scheduled carriers do not demand undivided 
loyalty from their agents; they simply ask that the agent not place himself in 
a position where his own financial interests conflict with his loyalty to the 
scheduled carriers whom he purports to represent. 

Perhaps an additional word should be said in explanation of the first clause 
of the amendment, relating to general agents or general sales agents. A regular 
sales agent is normally a retailer of transportation. A general agent or a 
general sales agent may also be a retailer, but, in addition, is something else— 
a wholesaler or a representative for other purposes. Traditionally, in the trans- 
portation business, a general agent or general sales agent receives, in addition 
to the normal retail commission, either an overriding commission on sales made 
in his territory by other agents, or additional compensation determined inde- 
pendently of sales. In order to make the provision with regard to commissions 
effective, therefore, it is necessary to include the prohibition against acting 
as a general agent or general sales agent. Otherwise an open and obvious 
avenue for evasion would be provided if the agent were free to act as a general 
agent for other companies and thereby receive compensation in addition to the 
normal commission. 

For your information I am enclosing a copy of the supplementary agreement 
containing the amendment and a copy of the memorandum transmitting it to 
the agents. 

I trust that this explanation covers the ground in which you are interested. 
If you have further questions, however, I shall be very happy to attempt to 
answer them for you. 

Sincerely yours, 
M. F. Reprern, 
Brecutive Secretary. 
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Mr. Mauerz. Are you through-—— 

_Mr. Marxnam. Yes; I am not sure whether there are more ques- 
tons. 

Mr. Materz. With the answer to Mr. McCulloch’s question. 

Mr. Marxuam. Yes. 

Mr. Matrrz. Is it not correct that if the Civil Aeronautics Board 
liad not approved your agency resolutions, your activities would prob- 
ably have ~un afoul of the antitrust laws? 

oo Markuam. I hate to deliver an offhand legal opinion on a point 
like that. 

Let me say this: I think that there was enough question about it, 
so that you will notice that the resolution was made subject to the prior 
approval of the Civil Aeronautics Board. The carriers did not under- 
take to operate under it until it had been approved by the Board. 

Mr. Marerz. When you got approval from the Board, that approval 
meant immunization from the antitrust laws; is that correct ? 

Mr. Marxuam. We had the benefits of section 414 of the Civil 
Aeronautics Act. 

Mr. Maerz. As I understand it, these agreements of ATA make 
it possible for your carriers, by collective industry action, to limit 
the number of travel agents in each area; is that right ? 

Mr. Marxuam. They make it possible, but they do not work that 
way, with rare exceptions. There was at one time a resolution of the 
conference filed with the Board under which they undertook to limit 
the number of agency appointments to the number that then existed. 
The reason for that was that the Air Traffic Conference was engaged 
in 2 complete review of the entire agency program. And they wanted 
to maintain the status quo as far as possible until they could decide 
what, if any, changes they proposed to make. 

There were conferences going on with representatives of the agencies 
as to what changes were called for and desirable. 

During that period there was a resolution approved by the Board 
under which they maintained as a ceiling the number that were then 
appointed. But that has not been the case since then, with possible 
exceptions in individual cases. 

Mr. Roprno. What do you mean by “then” ? 

Mr. Marxuam. At the time that resolution was in effect, Mr. Chair- 
man—the resolution I just referred to. 

Mr. Roprno. You say there may be possible exceptions. 

Mr. Markuam. One of the things that the agency committee is 
required to take into consideration in passing on agents is the need for 
representation in the particular area. There may well be situations 
where, in a small community for example, you already have 2 or 3 
agents in operation. That the committee would regard as one of the 
factors bearing on the application of a new agent: the fact that none 
of the agents in the community were able to make a living out of 
their travel-agency business, and were not able to devote the time and 
the money to the promotional activities that they wanted, and that they 
felt that the appointment of additional agents in that community 
would make the situation worse instead of better. 

Mr. Matrrz. Is it true then that your organization can and has 
refused to license applicants as travel agents on the basis that there 
is presently enough competition in a particular area? 

Mr. Marxnam. Under the terms of the resolution they can. 
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I would say that, from my own knowledge, the number of instances 
in which that has happened woul be very, very limited, Mr. Maletz. 

Mr. Maerz. Does it not happen every once in a while, at least— 
and this has come to the committee’s attention—that individuals 
have applied to become travel agents and their applications have been 
turned detent because the carriers or the existing travel agents have 
thought that there are a sufficient number of agents in the area? 

Mr. Marxuam. I cannot speak for what the individual carriers 
have done as far as sponsorship is concerned. That is a matter that 
we, of course, are not familiar with. So whether a particular carrier 
would refuse to sponsor the application of an agent on the ground that 
it did not—that carrier did not want any more representation in the 
community, I do not know. 

I repeat that as far as the agency committee is concerned, so far as 
my knowledge of it goes, there has been a very limited number of cases 
in which that has been a factor. 

Mr. Materz. Could you supply the committee with those limited 
number of cases ? 

Mr. Marxuam. I have no way of doing that, Mr. Maletz, because no 
records are kept of the bases on which agents are disapproved. That 
is one—— 

Mr. Maerz. Could you give us a list of all applicants who were 
disapproved in the last 3 years? 

Mr. Marxuam. Mr. Lundmark says he thinks that will be possible. 

(Disposition of Travel Agent Application, 1953-55, subsequently 
supplied by ATA is on p. 1811.) 

All told during this 3-year period, the committee considered 671 applications, 
out of which 191 were disapproved. 

Mr, Materz. But you could not indicate the reasons for the dis- 
approval in each case? 

' Mr. Marxuam. No, no; we have discontinued keeping records of 
reasons simply because we found they were so unreliable. It would be 
just as difficult to try to keep statistics on why an agent is disapproved 
when you have 18 or 20 people voting and when there are many factors 
to be considered by the committee, as it would be to keep statistics on 
why each of us did or did not vote for President Eisenhower at the last 
election. 

Mr. Matetrz. What quaranty is there then, under this type of licens- 
ing system, against arbitrary and capricious action by your agency 
committee ¢ 
' Mr. Marxnam. The principal guaranty I would say is that every 
carrier, including the carrier who is sponsoring the agent, is entitled to 
be present at that meeting. 

' Mr. Maerz. There is no appeal from the ruling of the agency 
committee; is there? 

' Mr. Marknam. No; there is no appeal provided. 

Mr. Materz. In other words, an applicant does not have the right of 
appeal that he would have if a public licensing system had been set up; 
is that not true? 

Mr. Marxuam. Well, that depends on whether the public licensing 
system provided a right of appeal. I do not think I would have had 
any right of appeal had the admissions committee of the North Caro- 
lina or the District bar turned me down. 
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Mr. Maerz. Well now, just a moment. If the admissions com- 
mittee had turned you down for arbitrary or capricious reasons, I 
think you will find thers is a right of appeal to the courts. 

Mr. Marxuam. Well, let me say this. I have not attended all of the 
agency committee meetings in the last 10 years. I have attended a 

reat many of them. And I can assure you from personal observation 
that the people who attend those meetings make a very honest and very 
conscientious effort to apply the standards that they have been told to 
apply in reviewing the qualifications. 

r. Materz. Have the standards been formulated ? 

Mr. Marxuam. They are spelled out in the agency resolution. 

Mr. Materz. Let us assume now that travel agents decided to get 
together among themselves and agree upon a commission rate of 6 per- 
cent. Would not such an agreement be in violation of the Sherman 
Antitrust Act? 

Mr. Marxuam. Again, you are asking for an offhand legal opinion 
and I ani just very reluctant to give it. 

Mr. Materz. That is a price-fixing agreement; is it not? 

Mr. Marxnam. In the case of the agents, I suppose that that is 
fixing a price for their services. Of course, in the case of the air- 
lines—— 

Mr. Maerz. Let us defer that for one moment. Are you familiar 
with the case of the United States v. The National Association of 
Real Estate Boards decided by the Supreme Court in 1950, I believe? 

Mr. Marxuao. I read it at the time it came out. 

Mr. Maerz. In that case the Court held that price fixing by real- 
estate agents was a per se violation of the Sherman Antitrust Act. 

Mr. Marxuam. I will accept your interpretation of the case. I 
have not read it for years. 

Mr. Matetz. Is it not correct that the members of the Air Trans- 
port Association are collectively bound to pay a standard commission 
rate to travel agents? 

Mr. Markuam. No,sir. That is not quite correct. They are bound 
not to exceed a maximum rate, 

Mr. Maerz. That maximum is 6 percent? 

Mr. Marxuam. No; that is not correct. The maximum is 5 per- 
cent in the case of domestic air transportation ; 7 percent in the case of 
international transportation; 10 percent in the case of either tailor- 
made or advertised air tours. There are two types of tours described 
in the resolution and either carries a 10 percent commission. 

Mr. Maerz. If the agents themselves had entered into such an 
oom, I think you indicated that such an agreement would prob- 
ably violate the antitrust laws, is that right? 

Mr. Marxuam. I accepted your interpretation of the real estate 
case. 

Mr. Matetz. What the member carriers of the ATA do then, is to 
accomplish these same results by agreeing not to pay agents more than 
5 percent commission, is that not right? 

r. Marxuam. I think the legal situation is different. I think the 
practical situation is just a great deal different. 

The legal situation differs from this standpoint, that we are not 
fixing prices for our products or our services. We are agreeing on a 
maximum amount of expense. And it is a relatively small item of 
expense. 








MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1765 


Mr. Materz. Just a moment. 

Mr. Marxuam. It is an expense item for us and not the price of a 
service that we provide or a product that we sell. 

Mr. Materz. Are you saying that an agreement between companies 
with respect to a maximum price that they. will pay is not a per se 
violation of the antitrust laws? 

Mr. Marx«nam. It is not my understanding that it is, Mr. Maletz. 
As a matter of fact, I understand that agreement on expense items is 
largely an open question still. It is one in which the Department of 
Justice has been interested for a number of years, but I am not aware 
of any decision of the courts which says that it is a per se violation 
of the antitrust laws. 

Mr. Maerz. You are speaking now as an expert in antitrust laws? 

Mr. Marxuam. I do not profess to be. 

Mr. Materz. Is it ye position that an agreement between com- 
panies that they will not pay more than a prescribed amount for 
services is not a per se violation of antitrust laws? 

Mr. MarxHAm. That is my understanding. And I may well be 
wrong. I point out again, however, that the carriers made no at- 
tempt to operate under this resolution until after it had been ap- 
proved by the Civil Aeronautics Board. 

Now, on this question of maximum commission rates let me say 
this, that it makes a great deal of difference, it seems to me, whether 
you are talking about fixing a price for something you sell or whether 
you are talking about expenses is purely from a practical standpoint. 

The airlines discovered that before World War IIl—and this is 
hearsay, because I was not connected with the industry at that time— 
that they were bidding against one another for every ticket. And 
my references to Joe, the shoeshine boy, the pool hall and the drug 
store, I am informed, are not hypothetical. ey were prepared to 
pay a commission in those day for any ticket that could be produced. 
And one carrier would tell Joe, the shoeshine boy, “Any time you can 
sell a ticket for us we will give you 5 percent.” 

And the next carrier would find that Joe, the shoeshine boy, was 
pretty good at producing a passenger or two passengers a day. 
they would give him 8 percent. And the third carrier would give him 
10 percent, and so on. 

Precisely the same thing has happened with the nonscheduled car- 
riers in the period since the war. And in the report that I referred to 
of the House Interstate and Foreign Commerce Committee there are 
references there to the fact that the travel agents were gouging the 
carriers for commissions in the neighborhood of 25 to 30 percent much 
of the time, and in some cases, as high as 80 percent. 

Mr. Matetz. Mr. Markham, would you be opposed to Federal regu- 
lation governing the conduct of ticket agents? 

Mr. Marxnam. Would we be opposed to it ? 

Mr. Maerz. Opposed to such legislation, yes. 

Mr. Marxuam. No; I do not think we would be opposed to it, if it 
would serve the purposes that we think are required, both for the 
protection of the public and for our protection. In other words, if 
there were some assurance that agents were competent, were quali- 
fied, were financially responsible, I do not think we would oppose it, 
although that is my own personal opinion. 

77632—5T—pt. 1, vol. 3——23 
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Mr. Mauetz. You think a system of private regulation. is sufficient, 
is that correct ? : 

Mr. Marxuam. I think that the results that we have had have been 
far superior to the experience which our own carriers had before 
they tried it and far superior to the experience which the nonskeds 
have had without it. 

Mr. Materz. Under your resolution, if an ATA carrier fails to 
abide by the regulations governing ticket agents it may run afoul of 
the enforcement office established last December, is that not correct? 

Mr. Marxuam. If the agreement is breached, that is, if the agency 
resolution is breached, yes, the enforcement procedure is available, or 
private arbitration is available. 

We have had for years an agreement among our carriers to use 
arbitration, rather than litigation, to enforce their agreements. So 
that any carrier who felt aggrieved by the breach of another carrier, 
could proceed in arbitration or he could ask the enforcement. office. 

Mr. Maerz. Your enforcement office? 

Mr. Marxuam. That is right. 

Mr. Materz. An offending carrier could conceivably be required to 
pay a fine in any given case as high as $25,000 in addition to costs and 
other measurable damages, is that not right? 

Mr. Marxuam. That involves a question as to whether or not the 
enforcement resolution superseded the $5,000 maximum in the agence 
resolution itself. And I think it is probably correct to say that it did. 
But that question has not been determined. 

Mr. Materz. I direct your attention to a letter dated January 13, 
1954, from Kaymax Travel Agency to Mr. Redfern, executive secre- 
tary, Air Traffic Conference of America and reads as follows: 

Mr. Marxuam. What was the date? 

Mr. Maerz. January 13, 1954. 


GENTLEMEN : In accordance with supplement No. 1 of Air Traffic Conference 
sales agency agreement, consent is requested to the following proposal. 

We wish to represent as Richland, Wash., sales agent, Johnson Air Lines an 
intrastate regularly scheduled airline contemplating operations between Spolrane 
and Seattle, Wash. via Pasco, Wash. Johnson Air Lines is not a member 
of the Air Traffic Conference. They contemplate a commission to sales agents in 
excess of that paid by members of the conference. 

Your favorable consideration of this matter will be appreciated. 


Mr. Chairman, I offer this letter in evidence at this point. 
Mr. Roptno. It may be admitted. 
(The letter dated January 13, 1954, is as folows:) 


KayMAx TRAVEL AGENCY, 
Richland, Wash., January 13, 1954. 
Atm TRAFFIC CONFERENCE OF AMERICA, 
Washington 6, D. C. 


(Attention M. F. Redfern, executive secretary. ) 


GENTLEMEN : In accordance with supplement No. 1 of our Air Traffic Conference 
sales agency agreement, consent is requested to the following proposal. 

We wish to represent as Richland, Wash., sales agent, Johnson Air Lines, 
an intrastate regularly scheduled airline contemplating operations between Spo- 
kane and Seattle, Wash., via Pasco, Wash. Johnson Air Lines is not a member 
of the Air Traffic Conference. They contemplate a commission to sales agents in 
excess of that paid by members of the conference. m 

Your favorable consideration of this matter will be appreciated. 
Very truly yours, 
KaYMAx TRAVEL AGENCY, 
JoHN R. Hits, 
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Mr. Materz. I next direct your attention to a reply dated J er 
21, 1954, from Mr. C. C. Hubbard, executive secretary, to Mr. John 
Hills, which reads: 


Deak Mr. Hrtxs: We refer to your letter of January 13, 1954. Enclosed is a 
eopy of our letter of July 7, 1952 which was sent to all ATC agents. You will 
note that supplement No 1 was repealed effective July 26, 1952. 

This repeal accordingly eliminates any restrictions upon you as an ATO agent 
to represent other transportation companies. 

However, if you have any further question concerning your representing John- 
son Airlines we suggest you approach those ATC airlines by whom you are ap- 
pointed. ~ ae 


Mr, Chairman, I offer this letter in evidence at this time. 
Mr. Ropnrno. It may be admitted. 
(The letter dated January 21, 1954, is as follows :) 


JANUARY 21, 1954. 
Mr. JOHN R. HIt1s, 
Raymaz Travel Agency, 
Lobby of the Desert Inn, Richland, Wash. 


' Dearm Mr. Hitts: We refer to your letter of January 13, 1954. Enclosed is a 
copy of our letter of July 7, 1952 which was sent to all ATC agents. You will 
note that supplement No. 1 was repealed effective July 26, 1952. 

This repeal accordingly eliminates any restrictions upon you as an ATC agent 
to represent other transportation companies. 

However, if you have any further question concerning your representing 
Johnson Airlines we suggest you approach those ATC Airlines by whom you are 
appointed. 

Very truly yours, 
C. C. Hupparp, 
Erecutive Secretary. 

Re: NWA, UAL, WAL, WCA: For your information we quote from the agent’s 
letter. 

“We wish to represent as Richland, Wash., sales agent, Johnson Air Lines, 
an intrastate regularly scheduled airline contemplating operations between 
Spokane and Seattle, Wash., via Pasco, Wash. Johnson Air Lines is not a member 
o fthe air traffic conference. They contemplate a commission to sales agents in 
excess of that paid by members of the conference. 

“Your favorable consideration of this matter will be appreciated.” 


Mr. Materz. I direct your attention to a related letter dated Febru- 
ary 8, 1954, from the Air Traffic Conference, to Mr. R. E, Hill, man- 
ager, rates and tariffs, West Coast Airlines, Seattle, Wash. 

This letter in part reads as follows: 


As a little background information on this general subject, the Air Traffic Con- 
ference back in 1952 adopted an amendment to the sales agency agreement which 
would prevent agents from representing airlines paying higher commissions than 
that paid by ATC members. This would, of course, have had the effect of dis- 
couraging agents from representing nonskeds. This amendment to our sales 
agency agreement was disapproved by the CAB, and it was necessary for us to 
remove the restriction. The letter which was written to all ATC agents on 
July 7, 1952, concerning this action reads as follows: 

“You are hereby advised that in accordance with the action of this conference, 
the fifth subparagraph of paragraph 2 of the ATC sales agency agreement is 
repealed effective July 26, 1952, and will not be in effect after that date.” 

I can appreciate the competitive position of WCA in this matter. However, 
the agent is not in violation of his agreement if he undertakes to represent 
Johnson Airlines. 

It is important, however, that all concerned realize that an agent will hardly 
provide the services and promotional activities expected by ATC members under 
the terms of the agreement if he is, in fact, selling transportation on behalf of 
other airlines which pay higher commission rates. 

Under this premise, it is, of course, always possible for the members to vote 
deletion of the agent from the approved ATC list, and other agents who have 
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indulged in similar activities have been brought up for consideration at the 
annual review of the agency list by the agency committee. 

If Kaymax Travel Agency does actually promote sales over nonconference 
members which pay higher commissions, and to the detriment of conference mem- 
bers, such action on his part would, in my opinion, subject him to the conse- 
quences which can result by his failure “* * * to create and stimulate the 
sales of air passenger transportation offered by the carrier. * * *” 

1 trust the above will be of some help to you. 


Mr. Chairman, I offer this letter in evidence at this point. 

Mr, Roptno. To whom was that letter? 

Mr. Materz. It was from John A. Lundmark, assistant exeeutive 
secretary of the ATA, who is here today, I believe. 

Mr. Roprno. It may be admitted into the record at this point. 

(The letter dated February 8, 1954, is as follows:) 


Frsruary 8, 1954. 
Mr. R. B. Hr, 
Manager, Rates and Tariffs, West Coast Airlines, 
Boeing Field, Seattle, Wush. 

Dear Bos: Thank you for your letter of February 3, concerning activity of the 
Kaymax Travel Agency in representing Johnson Airlines. 

As a little background information on this general subject, the air traffie con- 
ference back in 1952 adopted an amendment to the sales agency agreement which 
would prevent agents from representing airlines paying higher commissions 
than that paid by ATC members. This would, of course, have had the effect of 
discouraging agents from representing nonscheds. This amendment to our 
sales agency agreement was disapproved by the CAB, and it was necessary for 
us to remove the restriction. The letter which was written to all ATC agents on 
July 7, 1952, concerning this action reads as follows: 

“You are hereby advised that in accordance with the action of this conference, 
the fifth subparagraph of paragraph 2 of the ATC sales agency agreement is 
repealed effective July 26, 1952, and will not be in effect after that date.” 

I can appreciate the competitive position of WCA in this matter. However, 
the agent is not in violation of his agreement if he undertakes to represent 
Johnson Airlines. It is important, however, that all concerned realize that an 
agent will hardly provide the services and promotional activities expected by 
ATC members under the terms of the agreement if he is, in fact, selling trans- 
portation on behalf of other airlines which pay higher commission rates. Under 
this premise, it ts, of course, always possible for the members to vote deletion 
of the agent from the approved ATC list, and other agents who have indulged 
in similar activities have been brought up for consideration at the annual review 
of the agency list by the agency committee. If Kaymax Travel Agency does 
actually promote sales over nonconference members which pay higher commis- 
sions, and to the detriment of conference members, such action on his part 
would, in my opinion, subject him to the consequences which can result by his 
failure “* * * to create and stimulate the sale of air passenger transportation 
offered by the carrier * * *,” 

I trust the above will be of some help to you. 

Sincerely yours, 
JoHN A. LUNDMARK, 
Assistant Executive Secretary. 


Mr. Matetz. Now I take it that the consequences referred to by the 
ATC would be the removal of the Kaymax Agency from the ATC 
approved agents list, thus barring that agent’s right to do any further 
business with certificated ATC carriers; is that right ? 

Mr. Marxnam. Not if the agent is still doing the kind of a job 
he is supposed to do for his principals. 

Mr. Maerz. Mr. Lundmark is here, and I take it that he can testify 
with respect to this letter. 

Is it not fair to state that — as an executive of ATC were in your 
letter suggesting a device for circumventing the Civil Aeronautic 
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Board’s disapproval of a restriction which ATC sought to impose 
on travel agents ? 

Mr. Lunpmark. No, I think the ae of that letter was merely 
to say what Mr. Markham has said before in his testimony, that if at 
any time one of our members feels that an agent is not living up to 
his agreement with them, he can ask that that agent be reviewed. That 
can be done for a number of reasons. 

I think in that letter we mentioned selling and promotion of sched- 
uled air transportation. 

Mr. Materz. You are saying here that if Kaymax Travel Agenc 
does not actually promote sales over nonconference members whic 

y higher commission rates, and to the detriment of conference mem- 
sa such action—you do not mention any other action—but such 
action on his part would in your opinion subject him to the conse- 
quences which can result by his failure to create and stimulate the 
sale of air passenger air transportation offered by the carrier; is that 


ight? 
Me LunpMark. I think the important words there are the “to the 
detriment.” If he can do it without having any serious effect on 
our carriers. 
Mr. Maerz. Are you not suggesting in effect that if this Kaymax 
Agency in fact charges ee commission rates than Johnson Airlines, 
that you can remove him from the agency list ? 


Mr: Lunpmark. I do not think that is a suggestion at all, Mr. 
Maletz. I think what that letter says is this: That if he represented 
Johnson Airlines and received 40 percent—I think it could be safely 
assumed that he might not give pane representation to West Coast 


who, I believe, is the carrier involve 
If that proves the case, I think West Coast is at perfect liberty to 
uest review of the agent to see if he is complying with the terms 
of his agreement with them. 

Mr. Materz. But your letter indicates that the agent can be deleted 
from the ATC agency list and not by individual action of West Coast 
Airlines; is that not right, sir? 

Mr. Lunpmarx. West Coast Airlines can always take individual 
action by canceling their appointment for that matter. 

Mr. Maerz. Let us assume that this Kaymax Agency does, in fact, 
charge 40 percent to Johnson Airlines. Are you not prohibited by 
virtue of the Civil Aeronautics Board disapproval from rejecting him 
as an ATC accredited oe 

Mr. Lunpmark. On that ground alone, I think that you are right. 

Mr. Maerz. What other ground do you point out in your letter, 
apart from the fact that he is going to charge Johnson Airlines a 
higher commission rate—do you have the letter before you? 

r. LunpMarK. No, I do not. 

Mr. Maerz. May I show it to you? 

Mr. Lunpmark. I think I am familiar with the correspondence. 

Mr. Maerz. What other ground did you suggest for removing him 
from the ATC accredited list apart from the fact that he was going 
to higher commission rates? 

Mr. LunpmarK. Once again I think those words, “to the detriment 
of West Coast Airlines” are what are important. 





1770 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


In this case, the commission of 40 percent could be considered by 
West Coast as a detriment. I certainly think that the agent could 
be considered by the committee on that basis. 

Mr. Materz. I see. In other words, under your interpretation if 
a travel agency should charge higher commission rates to a non-ATA 
member that mere fact could operate as a detriment to the ATA 
carrier ¢ 

Mr. Lunpmarx. I seriously doubt that. 

Mr. Materz. Is that not the position you took in your letter? 

Mr. Lunpmark. I do not believe so. 

Mr. Materz. Would you point out in your letter anything that 
would indicate that that is not true? 

Mr. LunpMarK. Well, possibly, Mr. Maletz, that was a poor choice 
of words. However, I am sure that the recipient knew exactly what 
we meant, because he is familiar with the agency program. 

Mr. Materz. Was not the purpose of your letter to prevent the Kay- 
max Travel Agency and others similarly situated—with possibly the 
poor choice of Temeneaie as you suggested that was used—from selling 
any transportation on carriers which are not members of ATA ? 

r. LunpMakkK. No. 

Mr. Maerz. What did you have in mind by this letter—you had 
already written a letter to Kaymax Travel Agency—why did you have 
to spell out in some detail the facts which you did spell out? 

Mr. Lunpmarx. Well, I was asked a question. I endeavored to 
answer it. 

I also might add at this point, to my knowledge Kaymax has never 
been put up for review by the agency committee, and I just checked 
the agency list—Kaymax is still on the approved list—Kaymax is still 
under appointment by West Coast Airlines. 

Mr. Maerz. Would you say that again? 

Mr. Lunpmark. I said Kaymax is still an approved ATC agent; 
to my knowledge, has not been reviewed, and still represent West Coast 
Airlines. : 

Mr. Materz. And Johnson Airlines? 

Mr. Lunpmark. I do not know about Johnson Airlines. 

Mr. Quictey. That would be an interesting point. 

Mr. Lunpmarx. I do not think there is any more Johnson Airlines. 

Mr. Quictey. That might even be more interesting. 

Mr. Roptno. What would have happened if he had actually operated 
as you indicated here, to the detriment of conference members by his 

romotion of sales of nonconference members; what would actually 

ave occurred ? 

Mr. Lunpmarg. I would have no way of knowing, Mr. Chairman. 

As Mr. Markham pointed out—and I think I can repeat—I never 
remember an agent being removed from the list simply because he 
represented nonscheduled airlines, and we know a number of them 
do. That is about as clearly as I can answer your question. 

Mr. Roprno. But in this case, it is rather coincidental that after the 
receipt of your letter you know that he is still on the agency list. Of 
course, it would be interesting to find out whether or not he does, in 
fact, represent the nonconference member, the Johnson Airlines. I 
think that would be a thing for the committee to ascertain. 

Mr. Maerz. Now, Mr. Lundmark, one further question: 
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Did you not, on the one hand, in effect, advise the travel agenc 
that it. was free to sell transportation to a non-ATA carrier, an 
shortly thereafter suggest to West Coact Airlines they could expel that 

ency if it did do so 
Te Lunpmarx. I do not think I wrote the first letter. 

Mr. Materz. That is the letter that I have read. You do not think 
that letter so indicates? 

Mr. Marxuam. It was signed by Mr. Hubbard. I think that is 
the point he was making. 

Me Wiss No; that letter that you have there. 

Mr. Lunpmarx. Yes. I did not write the first letter, Mr. Maletz. 
Ihave my letter here. I have the letter that I wrote. 

Mr. Wades I am talking about the letter that you wrote. Is 
not the import of your letter to indicate to the West Coast Airlines 
a technique for expelling the Kaymax Travel Agency after another 
official of ATA had advised the travel agency that it was free to sell 
transportation for non-ATA carriers? 

Mr. Lunpmarxk. That could be, Mr. Maltez. However, I doubt, 
at the time I wrote West Coast, I had knowledge of the letter that the 
agent wrote to someone else, which had been answered by someone else. 

Mr. Roptno. Pardon me. 

Is Kaymax Travel Agency’s actual relationship to West Coast Air- 
lines such that if he had undertaken to promote the sales of noncon- 
ference members, then the West Coast Kinines could have dropped 
him; is that it? 

Mr. Lunpmark. Well, they could have canceled their individual 
appointment of the agency. His agreement would not have been 
terminated. 

Mr. Roprno. Would not have been what? 

Mr. Lunpmark. His agreement with the conference would not have 
been terminated. 

Mr. Ropvtno. His agreement with the conference would not have 
been terminated ? 

Mr. Lunpmark. No. 

Mr. Materz. Mr. Tipton, are you familiar with the testimony of 
Sir William Hildred, to the effect that IATA will not accredit an 
company as a travel agent which is a general agent for a non-IAT 
carrier ¢ 

Mr. Treton. No. I have just read his testimony. I am not familiar 
with that part. 

Mr. a Are you familiar with the policy of IATA in that 
respect 

Mr. Treron. Mr. Markham would be better able to answer that. 

_Mr. Markuam. I know they have a resolution which, as I men- 
tioned earlier, was approved te the Civil Aeronautics Board after 
a full formal proceeding, including a full hearing. 

As far as I know, it is still on the books. 

Mr. Matetz. That resolution provides, does it not, that a person or 
a company which acts as a general agent for a non-IATA carrier is 
not eligible to become accredited as a travel agent by any IATA 
carrier ¢ 

Mr. Marxuam. I am not familiar with the details of that resolution. 

Mr. Matetz. Is that approximately correct ? 

Mr. Marxkuam. It is as close as I could come, from memory. 
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Mr. Maerz. Would you like to have your recollection refreshed on 
that point, or would you take my word? 

Mr. Markuam. I will accept your statement, but I am just not 
familiar with it personally. 

Mr. Materz. Now, I believe you have indicated that your Air Traffic 
Conferences recognizes [A TA-approved agents, have you not? 

Mr. Marxuam. No; I have not indicated any such fice. 

Mr. Materz. Is that correct ? 

Mr. Marxuam. I have not indicated any such thing. There is a 
provision in our resolution under which one of our carriers can, 
without prior approval of an agent by the Air Traffic Conference 
Agency Committee, appoint an agent in the United States or Canada 
who has been on the [ATA list for a year, but that, again, is subject 
to later review by our own committee. 

That is one of the exceptions that I mentioned earlier under which 
a carrier may appoint an agent without getting the prior review of his 
qualifications by the agency committee. 

Mr. Maerz. Let me ask you this question: 

Does your Air Traffic Conference recognize [AT A-approved agents? 

Mr. Marxuam. I do not know what you mean by “recognize,” and 
I am not trying to quibble with you, but the mere fact that an agent 
is on the [ATA list does not necessarily mean that he will be approved 
by our committee. 

For example, the IATA list, I am informed, contains a great man 
of the so-called national agents who specialize exclusively in the sale 
of transportation between the United States and their native coun- 
tries. 

I think it is entirely possible that the Air Traffic Conference Com- 
mittee would feel that agents of that type had no interest in promot- 
ing domestic transportation, and were making no effort to do so, and 

robably would not do so. So it does not follow that because an agent 
is an IATA agent that he would be regarded as meeting the quali- 
fications of the Air Traffic Conference. 

Mr. Maerz. Would a general agent for a non-IATA carrier be 
eligible to become an ATC accredited agent? 

Mr. Marxnam. The fact that he was a general agent for somebody 
else might or might not have any bearing on it. I do not recall any 
such case having come up. I just do not know of any such case, 
There is nothing in the resolution on it one way or another. And I 
do not recall the point ever having been considered. 

Mr. Matetz. Has ATC accredited as an agent any person or com- 
pany which acts as a general agent for a non-IATA carrier or for 
a non-ATA carrier ? 

Mr. Marxuam. As a regular travel agent? 

Mr. Materz. A general agent. 

Mr. Marxuam. As far as I know, there are only four general agents 
approved by the Air Traffic Conference Committee. The general 
agency thing—the general-agency type of arrangement is something 
which is not very important, as far as domestic air transportation is 
concerned. 

There has been a limited number of cases. 

You will recall that the resolution describes a general agent as 
quite a different type of person and a different type of relationship. 

Mr. Maerz. Yes. 
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Mr. Marxuam. Than the normal agency. 

Mr. Maerz. That does not answer my question. 

Mr. Marxuam. Now, I am afraid I do not quite understand your 
question, because if you are asking if we have approved as general 
agents—— 

Mr. Maerz. No. Have you approved as a travel agent any person 
or company which also acts as a general agent for a non-[ATA car- 
rier or a non-ATA carrier? 

Mr. Marxnam. I indicated before that I do not know. I do not 
recall the point ever having come up. 

Mr. Maerz. Your answer before was with reference to a general 

nt for a non-IATA carrier. I was broadening the question to in- 
clude a non-ATA carrier. 
ame Marxuam. I just do not know. Again, I repeat, I have not 

Mr. Maerz. Would you submit that information for the record? 

Mr. Marxnam. I do not know how we could get it. 

We have something like 2,200 or 2,300 agents on the list. As I 
mentioned before, we are not particularly concerned with who else 
they represent as long as they do the kind of a job that we want 
them to do. And the fact that they represent a nonscheduled carrier 
or a steamship carrier or a busline, a railroad, does not concern us as 
long as they are doing the job for us. So we would have no way in 
the world, that I know of, of finding out whether or not any of them 
are general agents for particular carriers without writing all 2,200 
or 2,300 of them and asking. 

Mr. Matetz. At this point, I offer in evidence a letter dated Feb- 
ruary 3, 1954, from Mr. R. E. Hill, manager, rates and tariffs, West 
Coast Airlines, to Mr. Lundmark. 

Mr. Roprno. It will be admitted. 

(The letter dated February 3, 1954, is as follows :) 

West Coast ArRiines, INC., 
Boeing Field, Seattle, Wash., February 3, 1954. 
Mr. Jonn A. LUNDMARK, 
Assistant Executive Secretary, 


Air Traffic Conference of America, 
Washington, D.C. 

Deak JoHN: We make reference to a letter dated January 21 directed to the 
Kaymax Travel Agency, of Richland, Wash., by C. C. Hubbard, which concerned 
that agency’s request for the conference’s approval to represent Johnson Air- 
lines, an intrastate carrier operating between Seattle and Spokane via Pasco, 
Wash. This carrier intends to pay commissions to travel agencies in this area 
at a higher percentage than Air Traffic Conference members are permitted under 
the agency agreement. 

Mr. Hubbard's letter stated that there are no restrictions on ATC agents in 
representing other transportation companies. However, this places West Coast 
Airlines in a peculiar position in that Johnson Airlines is competing with us for 
the carriage of passengers between these points. If the travel agents are per- 
mitted to collect a higher rate of commission from this carrier, West Coast Air- 
lines stands the chance of losing a great deal of traffic as a result. 

We would appreciate your advice as to what restrictions may be placed 
on the travel agencies in this area concerning the sale of transportation over 
this intrastate carrier. If convenient, you might forward to us any copies of 
letters addressed to Air Traffic Conference agents covering this subject as were 
mentioned in Mr. Hubbard’s letter of January 21, mentioned above. 

Very truly yours, 
A. E. Hort, 


Manager, Rates and Tariffs. 
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Mr. Roptno. I think that the committee has been in session lo 
enough this morning. I would like to recess the hearing of this 
morning at this present time. Mr. Tipton and Mr. Gewirtz, can you 
return here next Wednesday ? 

Mr. Trpron. Yes, sir. 

Mr. Gewirtz. Yes, sir. 

Mr. Ropino. All right, then we will adjourn until next Wednesday 
at 10 o’clock. 

(Whereupon, at 12:55 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., on Wednesday, May 16, 1956.) 


{Air Traffic Conference of America, A Trade Practice Manual] 
Arr TRAFFIC CONFERENCE AGENCY RESOLUTION 
PREAMBLE 


The purpose of this resolution is to encourage the promotion and sale of air 
passenger transportation by agents of members in an orderly and efficient manner 
which will best serve the public interest and that of the members and agents by 
maintaining ethical standards of business practice among the agency representa- 
tives and the members. 


SECTION I. DEFINITIONS 


For the purposes of this resolution—- 

A. The term “advertised air tour” means an all-expense tour (1) which con- 
sists of a round trip or circle trip, wholly or in part over the lines of one or more 
members, plus at least two of the following services and accommodations (in 
addition to those covered by the tariff fares and charges applicable to the air 
passenger transportation furnished by any member participating in the tour) 
which are furnished to the passenger upon presentation of coupons supplied him 
by the agent from whom he purchased the tour : lodging, meals, specially provided 
local transportation, the services of guides or escorts, sightseeing trips, or other 
similar tourist services; (2) which is arranged, advertised, and offered for sale 
to the public generally by and at the expense of a member or an agent; (3) 
which is sold at a price prepaid in full by the purchaser; and (4 ) which is adver- 
tised by repeated commercial announcements in newspapers, in periodicals, and by 
printed folders containing at least one cut. 

B. The term “agency committee” or “committee” means the agency commit- 
tete of the conference. 

C. The term “agency list” means the air traffice conference agency list. 

D. The term “agent” means any person appointed by a member as its repre- 
sentative for the purpose of selling air passenger transportation (other than an 
officer or employee of such member, or a general agent appointed by such mem- 
ber in accordance with the terms of this resolution, or another carrier by air 
which is legally permitted to engaged in air passenger transportation on a sched- 
uled basis). 

E. The term “air passenger transportation” means transportation of persons 
by air, whether or not it is point-to-point transportation, on a common-carrier 
or contract-carrier operation, or an any special service. 

F. The term “independent air tour” means an all-expense tour (1) which 
consists of a round trip or circle trip, wholly or in part over the lines of one or 
more members, plus at least the following services and accommodatitons (in addi- 
tion to those covered by the tariff fares and charges applicable to the air passen- 
ger transportation furnished by any member participating in the tour) which are 
furnished to the passenger upon presentation of coupons supplied him by the 
agent from whom he purchased the tour: (@) overnight lodging in at least 
two noncontiguous cities or localities; and (0) specially provided local trans- 
portation; or the services of guides or escorts; or sightseeing trips; or other 
similar tourist services: Provided, (a) That the portion of the price applicable 
to such services and accommodations furnished each passenger amounts to at 
least $15 if the tariff fares and charges applicable to the air passenger trans- 
portation furnished by all members participating in the tour are $75 or less; (b) 
that such portion amounts to at least 20 percent of such tariff fares and 
charges if such tariff fares and charges are more than $75 and less than $175; 
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and (c) that such portion amounts to at least $35 if such tariff fares and charges 
are $175 or more; (2) which is sold at a price prepaid in full by the purchaser ; 
and (3) all of the arrangements for which are made by an agent prior to the 
passenger’s departure from his point of origin. 

G. The term “authorized agency location” means a place of business at which 
an agent is authorized to represent a member, under the provisions of para- 
graph 2 of the sales agency agreement with such agent. 

H. The term “bank travel department” means a special department operated by 
a bank exclusively for the sale of passenger transportation and general travel 
services, such as tour itineraries, sightseeing arrangements, and hotel reserva- 
tions, and which is open to the public for such purposes. 

I. The term “conference” means the Air Traffic Conference of America. 

J. The term “continental United States” includes only the area within the 48 
States and the District of Columbia. 

K. The term “domestic air passenger transportation” means air passenger 
transportation, furnished by one or more members, between points within the 
continental United States and/or the Dominion of Canada, or on a flight which 
takes off from and returns to a point within the continental United States or 
the Dominion of Canada without landing at any other point. 

L. The term “executive secretary” means the executive secretary of the con- 
ference or his authorized representative. 

M. The term “general agent” means any person (other than another carrier 
by air which is legally permitted to engage in air passenger transportation on a 
scheduled basis) who is appointed by a member, in accordance with the terms 
of this resolution, as its representative for the purpose of selling air passenger 
transportation and performing additional services, and who is paid for his 
services on a different basis than that used in remunerating agents. 

N. The term ‘“‘member” means any member of the conference who is bound by 
this resolution pursuant to the bylaws of the conference. 

O. The term “person” includes an individual, corporation, partnership, asso- 
ciation, company, or firm. 

P. The term “sales agency agreement” means the Air Traffic Conference sales 

agency agreement in the form attached hereto as exhibit A. 
_. Q. The term “transportation bureau” means a place of business, located in a 
hotel or club, which is operated on a year-around basis (unless it is operated 
by an agent who operates at least 10 authorized agency locations at other ad- 
dresses on a year-around basis) exclusively for the promotion and sale of pas- 
senger transportation and general travel services, such as tour itineraries, 
sightseeing arrangements, and hotel reservations, and which is open to the 
public for such purposes; the ownership and management of which is completely 
independent of the ownership and management of such hotel or club; in the 
income of which such hotel or club has no financial interest (other than the 
collection of rent for the space occupied) ; and none of the operators or em- 
ployees of which perform any services of the type commonly referred to as 
“porter services”. 

R. The term “travel bureau” means a place of business which is operated 
primarily for the promotion and sale of passenger transportation and general 
travel services, such as tour itineraries, sightseeing arrangements, and hotel 
reservations, and which is open to the public for such purposes; a substantial 
portion of the income of which is derived from such business; and which is 
advertised and otherwise represented as an office for the sale of passenger trans- 
portation and services related thereto. An office located in a hotel or club shall 
not constitute a “place of business” within the meaning of this paragraph. An 
office located in a private residence which is also used for residential purposes 
shall not constitute a “place of business” within the meaning of this paragraph, 
unléss such office is used exclusively for business purposes and is open to the 
public for such purposes; but no such office shall constitute a “place of busi- 
ness” within the meaning of this paragraph if it is operated and maintained 
by a person who operates a transportation bureau or a travel bureau at another 
address, or who is employed by any transportation company, or who, as an em- 
plovee or otherwise, performs any services of the type commonly referred to as 
“porter services” at any hotel or club. 





SECTION II. SCOPE OF RESOLUTION 


‘ A. This resolution shall govern (1) the appointment by a member of any 
agent authorized by such member to sell tickets or issue exchange orders cover- 
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ing domestic air passenger transportation at or through any authorized agency 
location in the continental United States or the Dominion of Canada, and 
(2) the remuneration paid by or for a member to any agent for the sale of 
domestic air passenger transportation. 

L. Nothing in this resolution shall apply to or restrict the remuneration paid 
by or for a member to its own officers, directors, or regular full-time employees. 


SECTION Ill. PAYMENTS BETWEEN MEMBERS 


A. No member shall pay a commission, fee, or any other form of remunera- 
tion to any other member for the sale of domestic air passenger transportation: 
Provided, however, That nothing in this resolution shall prohibit (1) a member 
from paying a commission in accordance with section VIII A of this resolution ; 
and (2) a bona fide arranzement for the joint operation or use by two or more 
members of any office for the service of passengers. 


SECTION IV. THE APPOINTMENT AND LISTING OF AGENTS 


A. The executive secretary shall maintain, for the information of the mem- 
bers, an Air Traffic Conference agency list which shall be kept current, and shall 
be published at such intervals and in such manner as the agency committee may 
from time to time prescribe. The names of agents and authorized agency loca- 
tions shall be placed on, and removed from, the agency list only as provided in 
this section. The agency list in effect on the effective date of this section shall 
continue in effect until modified in accordance with this section. 

B. Any person who desires to be named as an agent on the agency list, or 
to have any place of business added to the agency list as an authorized agency 
location, s''all make written application to the executive secretary through a 
member. The application shall be in such form and contain such information 
as may be prescribed from time to time by the agency committee. Promptly 
upon receipt of any such application, the executive secretary shall notify all 
members of the receipts of such application and shall refer it to the agency 
committee for review. 

C. The agency committee is hereby empowered to approve or disapprove any 
such application. No person shall be approved as an agent unless such person 
has a satisfactory credit standing and a reputation for ethical practice in the 
sale of passenger transportation and services related thereto. No place of busi- 
ness shall be approved as an authorized agency location unless such place of 
business is a bank travel department, a transportation bureau, or a travel 
bureau; Provided, That the committee may, in exceptional cases and by unani- 
mous vote of the committee members present at any duly constituted meeting, 
approve not more than one place of business in any city or town not a part of 
a larcer metropolitan area where no authorized agency location exists, as an 
authorized avency location, even though such place of business is not a bank 
travel department, transportation bureau, or travel bureau, as long as such 
place of business, in the opinion of the committee, does not conflict with the 
activities of any previously authorized agency location. In acting upon any 
such application, the agency committee shall consider the willingness, ability, 
and activity of the arent in promoting and selling air passenger transportation, 
particularly vacation, pleasure, and tour travel; the number of authorized agency 
locations in the area involved; and the need of members for agency representa- 
tion in the area involved. The executive secretary shall place on the agency list 
the name of any person anproved as an avent by the agency commitee and any 
place of business approved as an anthorized agency location by the agency 
committee. 

DPD. The agency committee shall meet no more frequently than once each year 
for the purpose of acting upon such applications. In acting wpon any such 
applicstion, the committee shall act hy two-thirds vote of the committee mem- 
bers present at any duly constituted meeting. All members shall be notified at 
lenct 45 dovs prior to any such meeting of the applications to be considered at 
such meeting. 

FE. As soon as practicable after the name of any person has been placed on the 
agency list as provided in paragraph C of this section. the execntive secretary 
shall, as avent for and on hehalf of 11) members, enter into a sales agency ngree- 
ment with such person, and shall notify all members of the date on which the 
execution of such agreement is completed. After receipt of such notive from 
the executive secretary, any member may appoint such person as its agent by 
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executing and delivering to such person a certificate of appointment in such 
form and manner as may be prescribed from time to time by the agency com- 
mittee: Provided, That no such certificate shall bear a date prior to the date 
on which it is transmitted to the agent. A copy of each such certificate shall be 
forwarded to the executive secretary at the same time the original is trans- 
mitted to the agent, and the executive secretary shall promptly notify all other 
members of the receipt of such copy. 

F. Any member may authorize an agent appointed by it to represent it at 

a place of business not previously designated by it by executing and delivering 
to such agent a designation of additional authorized agency location in such 
form and manner as may be prescribed from time to time by the agency com- 
mittee. A copy of each such designation shall be forwarded to the executive 
secretary at the same time the original is transmitted to the agent, and the 
executive secretary shall promptly notify all other members of the receipt of 
such copy. 
G. The committee may, from time to time, on its own initiative, and shall 
upon the application of any member, review the eligibility of any agent or 
any authorized agency location. In any such review, the committee shall con- 
sider the same factors as would be considered in acting upon an original appli- 
cation, and in addition shall consider the experience of the members with such 
agent and the agent’s record in performing its sales agency agreement with the 
members. Approval of the eligibility of any agent or any authorized agency 
location shall require the affirmative vote of two-thirds of the persons present 
and entitled to vote at a duly constituted meeting of the committee. All mem- 
bers shall be notified at least 45 days prior to any such meeting of the names of 
the agents and of the authorized agency locations to be considered at such 
meeting: Provided, That in the case of an agent whose books have been andited 
within the past 120 days by any member, 10 days’ advance notice shall be suffi- 
cient. The executive secretary shall remove from the agency list the name 
of any agent or any authorized agency location disapproved by the agency 
committee. As soon as practicable after the name of any azent has been re- 
moved from the agency list, the executive secretary shall terminate the sales 
agency agreement with such agent on behalf of all members. 

H. No member shall appoint or retain any person as its agent unless the 
executive secretary has entered into a sales agency agreement with such per- 
son and such agreement is then in effect. Except as provided in paragraph A 
of section VII, the executive secretary shall not enter into a sales agency agree- 
ment with any person unless the name of such person appears on the agency list 
then in effect: Provided, (1) That if any person acquires the ownership of the 
business of any other person whose name appears on the agency list then in 
in effect, the executive secretary, if so requested in writing by any member, 
shall place the name of the person acquiring the ownership of such business on 
the agency list, pending action by the committee on such person’s application, 
and shall, as agent for and on behalf of all members, enter into a sales agency 
agreement with such person; (2) that if any member desires representation 
in a community in which no other authorized agency location exists and desires 
to designate, as an authorized agency location, a place of business which is 
located in such community (but not within 20 miles of any other anthorized 
agency location), and which is operated by a person not named on the agency 
list then in effect, the executive secretary shall, if so requested in writing by 
such member, place the name of such person, and such place of business. on 
the agency list pending action by the committee on such person's application, 
and shall, as agent for and on behalf of all members, enter into a sales agency 
agreement with such person; (3) that if any member desires to designate, as an 
authorized agency location, any place of business which does not appear on the 
agency list then in effect but which has been included on the International Air 
Transport Association list of agents in traffie conference area 1 continuously 
during the most recent 12-month period, the executive secretary shall, if so 
requested in writing by such member, add such place of business to the agency 
list pending action by the committee on the application relating to such place 
of business, and, if the person operating such place of business is not named on 
the agency list then in effect, shall, as agent for and on behalf of all members, 
enter into a sales agency agreement with such person. If the committee dis- 
approves the application with respect to any place of business which has been 
added to the agency list pursuant to the third proviso of the preceding sentence, 
no member shall redesignate such place of business as an authorized agency 
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location for a period of 1 year following the date of such disapproval. No» 
member shall designate any place of business as an authorized agency location 
unless such place of business appears on the agency list then in effect: Provided, 
however, That any member who has appointed any agency may designate as an 
authorized agency location any place of business operated by such agent which 
is located in a community in which no other authorized agency location exists 
(but not within 20 miles of any agency location operated by any other agent),: 
until and unless such place of business is disapproved by the agency committee. 
For the purposes of this paragraph, the term “community” does not include 
military installations or establishments. 

I. If, at any time or for any reason, any member cancels the appointment 
of any agent, or the designation of any authorized agency location, such mem- 
ber shall promptly so notify the executive secretary, giving the reasons for such 
cancellation. The executive secretary shall promptly transmit such informa- 
tion to all other members. If all members who have appointed an agent, or who 
have designated an authorized agency location, cancel such appointment or 
designation, the name of the agent, or the authorized agency location, shall be 
removed from the agency list. 

J. If the agency committee or any member shall determine that any agent 
is failing to comply with his (its) obligations under the second sentence of the 
second paragraph of paragraph 5 of the sales agency agreement, such committee 
or member shall promptly so notify the executive secretary. The executive 
secretary shall immediately so notify all members, and shall terminate the sales 
agency agreement with such agent on behalf of all members. 

K. Agents whose names appear on the agency list shall be provided by the 
executive secretary with such form of certificate or other evidence of approval 
as may be prescribed from time to time by the agency committee. The cost 
thereof shall be borne out of the fees collected from agents. Any deficiency in 
funds to pay such cost shall be assessed against the members on such basis as 
may be prescribed by action of the conference. 


SECTION V. DETERMINATION, COLLECTION, AND DISPOSITION OF AGENTS’ FEES 


A. The Airline Finance and Accounting Conference shall determine the amount 
necessary to defray the cost of implementing any agency program. The Air 
Traffic Conference may prescribe whether all or a portion of the cost of the 
implementing shall be defrayed by fees to be paid by the agents, and the fees to be 
charged shall be determined accordingly. 

B. As soon as practicable after the Air Traffic Conference, pursuant to para- 
graph A, has prescribed the annual fee, the executive secretary shall, each year, 
certify to the treasurer of the Air Transport Association the names and addresses 
of all agents whose names appear on the agency list, the amount of the annual 
fee due from each agent, and such other information as the treasurer may 
require to collect and account for such fees. The treasurer of the Air Transport 
Association is hereby authorized and directed to send, in the name of the executive 
secretary, on or before January 1 of each year, a statement to each agent of the 
annual fee owed by such agent. The executive secretary shall turn over all such 
fees to the said treasurer, who shall deposit them in a separate bank account. 
The treasurer shall maintain current records showing the agents owing fees, the 
agents from whom fees have been collected, the amount of fees collected, the dis- 
bursements from the funds so collected and the purpose of each such disburse- 
ment, and the balance in the said bank account. Disbursements from the fund 
may be made by the treasurer by means of checks signed by him and counter- 
signed by one of the persons authorized to countersign checks drawn on the 
general funds of the association, only upon and in accordance with: (1) A 
certification by the executive secretary, showing the amount and purpose of the 
disbursement; (2) in the case of disbursements to cover the cost of the bond or > 
bonds provided for in section VI or the cost of performing the auditing or ac- 
counting functions provided for in section VII, if such disbursements are author- 
ized pursuant thereto, a certification by the executive secretary of the Airline Fi- 
nance and Accounting Conference showing the amount and purpose of the dis- 
bursement ; 

C. The executive secretary shall not enter into a sales agency agreement with 
any person unless, at the time such agreement is executed, such person pays the 
amount (if any) owed by such person as an initial fee, under the provisions of 
the sales agency agreement. All such initial fees shall be handled and accounted 
for as provided for in paragraph B of this section. 
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D. If any agent shall fail to pay any annual fee within 30 days after such fee 
becomes due under the sales agency agreement, the treasurer of the association 
shall immediately notify the executive secretary, who shall immediately notify 
all members and shall terminate the sales agency agreement with such agent on 
behaif of all members, in accordance with the procedures established by the Air 
Trattic Conference. 

E. Funds collected by the treasurer of the association as fees from agents shall 
be expended as provided in this resolution, and any excess shall be disposed of in 
such manner as the board of directors of the association may from time to time 
prescribe. 


SECTION VI. THE BONDING OF AGENTS 


A. The Airline Finance and Accounting Conference shall recommend to the Air 
Traffic Conference each year whether, for the following year, a bond or bonds 
ought to be procured for the joint and several benefit of the members, and, if so, 
whether all agents, certain classes of agents, or specific agents, shall be covered 
by such bond or bonds. When a bonding program is implemented the Airline 
Finance and Accounting Conference is authorized to prescribe the type of coverage 
of such bond or bonds, the amount of such coverage, and the underwriter and/or 
insurance broker with whom such coverage shall be placed. Upon notification by 
the Airline Finance and Accounting Conference of its determination under this 
paragraph, and of the type and amount of coverage, if any, so prescribed by it, 
and upon approval thereof by the Air Traffic Conference, the treasurer of ATA 
shall procure and maintain, in accordance with instructions from the Airline 
Finance and Accounting Conference, the bond coverage so prescribed. Each 
agent, if of a class upon which coverage is so prescribed, shall be covered by the 
bond from the date of his appointment if such appointment is made during the 
period in which said bond is in effect. If the bonding company notifies the 
executive secretary of the ATC that any agent, upon whom coverage is required, 
is not acceptable for such coverage, said executive secretary shall immediately 
so notify all members and shall terminate the sales agency agreement with such 
agent upon behalf of all members. The bond coverage provided for herein shail 
be the bond coverage required by the Air Traffic Conference under the sales 
agency agreement, 

B. The cost of procuring and maintaining such bond or bonds shall, pursuant to 
section V hereof, be certified to the treasurer of the Air Transport Association, 
and shall, to the extent so certified, be borne out of the fees collected from the 
agents. 

SECTION VII. DEFAULTS BY AGENTS 


' A. If any agent fails to remit to any member within 30 days after such remit- 
tance is due under the terms of the sales agency agreement, such member shall 
immediately so notify the executive secretary. The executive secretary shall 
immediately so notify all members, and shall terminate the sales agency agree- 
ment with such agent on behalf of all members. Thereafter, the executive secre- 
tary shall, if so requested in writing within 60 days of such termination by any 
member having had the defaulting agency under appointment, enter into a sales 
agency agreement with a new ownership of such agency, provided : 

1. The new ownership makes immediate full cash settlement to all carriers 
for all indebtedness of the previous owner or owners, 

2. None of the owners or stockholders of the defaulted agency are members 
of the new ownership transferee. 

8. The new ownership is sponsored by a member airline in the usual manner 
with an application to be rendered in such form and contain such information 
as may be prescribed from time to time by the agency committee. 

If any agent remits to any member by check and such check is dishonored by 
the drawee bank because of insufficient funds, sach member shall immediately 
so notify the executive secretary by telegraph giving the name and address of 
such agent and bank and the amount of such check. The executive secretary 
shall immediately transmit such information by telegraph to all members who 
have appointed such agent and to the surety on the bond or bonds maintained 
pursuant to paragraph A of section VI. 

B. If any member, pursuant to paragraph 15 of the sales agency agreement 
with any agent, elects to withdraw all ticket forms and exchange orders supplied 
by it to such agent and revoke any authorization previously given to such agent 
to draw its own exchange orders on such member, such member shall immediately 
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so notify the executive secretary. The executive secretary shall immediately 
so notify all members and each member who has appointed such agent shall 
immediately withdraw all ticket forms and exchange orders supplied by it to such 
agent and revoke any authorization previously given to such agent to draw its 
own exchange orders on such member. No member shall thereafter provide such 
agent with supplies of its ticket forms or exchange orders, or authorize such 
agent to draw its own exchange orders on such member, until 7 days after the 
date upon which the executive secretary mails a notice to each member that such 
agent is no longer in default to the member which originally gave notice pur- 
suant to this paragraph B. 

C. If the remittance due any member from any agent is not received by such 
member within 6 days after the date on which such agent is required to remit 
pursuant to paragraph 5 of the sales agency agreement, such member shall im- 
mediately send to such agent by certified or registered mail return receipt re- 
quested, with a copy to the executive secretary, a letter in the form prescribed 
from time to time by the agency committee. At the end of each month, the 
executive secretary shall compile a list of the names and addresses of all agents 
to whom such letters were sent during the months, and shall send a copy of such 
list to each member and to the office of the International Air Transport Associa- 
tion designated by such association to receive such information. If the name of 
any agent appears on such monthly lists, or on the similar monthly lists pub- 
lished by the International Air Transport Association Traffic Conference No. 1, 
four times during any calendar year, the executive secretary shall promtly so 
notify all members and the office of the International Air Transport Association 
to which such lists are sent. Each member who has appointed such agent shall, 
within 14 days of the date of such notice, withdraw all ticket forms and exchange 
orders supplied by it to such agent and revoke any authorization previously 
given to such agent to draw its own exchange orders on such member. No mem- 
ber shall thereafter provide such agent with supplies of its ticket forms or 
exchange orders, or authorize such agent to draw its own exchange orders on 
such member, until 7 days after the date on which the executive secretary mails 
a notice to each member that the agency committee has reviewed the eligibility 
of such agent pursuant to paragraph G, section IV, of this resolution, and has 
approved such agent. 

D. In the event that the aggregate amount of the losses sustained by two 
or more members, by reason of the default of any agent appointed by them, 
exceeds the amount payable to the conference for the use and benefit of such 
members under the terms of the bond or bonds maintained pursuant to para- 
graph A of section VI, such members shall share in the amount so payable in 
proportion to the amount of their respective losses, as evidenced by the amount 
remaining unpaid on account of each such member’s exchange orders or tickets: 
Provided, however, That if any such member shall have failed to report the de- 
fault of such agent as required by paragraph A of this section, such member in 
addition to such other penalty as may be provided under the air transport rules 
of arbitration for violating the provisions of this resolution, shall not be entitled 
to share in the amount so payable unless and until all other such members have 
recovered the full amount of their respective losses, 

E. If, due to any error or neglect of the executive secretary or of any other 
employee of the Air Transport Association of America, the bond or bonds main- 
tained pursuant to paragraph A of section VI fail to provide such coverage, and 
for such amounts, as has been prescribed by the Air Traffic Conference, or if, due 
to any such error or neglect, the amount so prescribed is not collectible in any 
ease of default by an agent, the amount of any loss sustained by any member 
appointing such agent, which would not have been sustained but for such error 
or neglect, shall be assessed against the members at the same rate at which the 
dues of the said association were assessed for the fiscal period in which such 
default occurred. 

F. If any member, pursuant to paragraph I of section IV or paragraph A or B 
of this section, notifies the executive secretary that an agent has failed to remit 
to such member, or has remitted by check and such check was dishonored by 
the drawee bank because of insufficient funds, the evecutive secretary shall im- 
medately transmit such information to the office of the International Air Trans- 
port Association designated by such association to receive such information. 
If the executive secretary receives information from the International Air Trans- 
port Association that any agent has failed to remit to any member of that asso- 
ciation, or has remitted by check and such check was dishonored by the drawee 
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bank because of insufficient funds, he shall immediately transmit such informa- 
tion to all members who have appointed such agent. 

G. If and when the Airline Finance and Accounting Conference and the Air 
Traffic Conference jointly determine that audits of agency records are necessary, 
the procedure for conducting such audits and defraying the expenses thereof 
shall be determined jointly by the Airline Finance and Accounting Conference and 
the Air Traffic Conference. Nothing herein shall prevent a member from exam- 
ining an agent’s records with respect to sales made by the agent in behalf of 
such member. 

SECTION VIII. REMUNERATION OF AGENTS 


A. No remuneration of any description shall be paid by or for a member to 
any person for the sale of domestic air passenger transportation, except— 

1. a commission paid to an agent in accordance with the provisions of 
this section and the sales agency agreement ; 

2. a commission paid to a general agent appointed by such member under 
a written contract between such member and such general agent at a rate 
not exceeding that payable to agents under this resolution, plus an overriding 
commission not in excess of 2% percent; 

3. a commission, at a rate not exceeding that payable to agents under this 
resolution, paid to a carrier by air or a steamship carrier or to an agent 
approved by the International Air Transport Association or a recognized 
agent of a steamship conference, for the sale, outside the United States 
and the Dominion of Canada, of air passenger transportation which is solely 
between points within the continental United States and/or the Dominion 
of Canada; and 

4. a commission, at a rate not exceeding that payable to agents under this 
resolution, paid to another carrier by air which is legally permitted to engage 
in air passenger transportation on a scheduled basis for the sale of any 
through ticket covering continuous air passenger transportation between a 
point within the continental United States or the Dominion of Canada and 
a point outside of either such area, or between two points outside of either 
such area, 

B. No commission shall be paid to any agent (1) unless such agent issued a 
ticket or exchange order covering the air passenger transportation for the sale 
of which the commission is paid; (2) unless, at the time of making such sale, there 
was in effect a sales agency agreement with such agent and such agent had been 
appointed by (a) the member paying the commission, and (b) at least one of 
the members participating in the air passenger transportation covered by such 
ticket or exchange order; and (3) unless the air passenger transportation for the 
sale of which the commission is paid was covered by a ticket or exchange order 
of the member paying the commission, or by an exchange order of the agent 
drawn on such member, validated by the agent by affixing a validating stamp or 
a rubber stamp showing the name of the agent and the date of issuance, and 
otherwise issued by the agent in conformity with the sales agency agreement: 
Provided, however, That nothing in this resolution shall prevent sponsoring or 
cosponsoring members, who have appointed an agent within 60 days after the 
date of the bulletin from the executive secretary notifying members of the execu- 
tion of a sales agency agreement with such agent, from paying a commission to 
such agent for the air passenger transportation sold by such agent (and for which 
the agent issued air transportation exchange orders) after the date on which 
the executive secretary, pursuant to section IV-B of this resolution, notified all 
members of the receipt of such agent’s sponsored application or of the receipt of 
notice of cosponsorship, and prior to the effective date of such appointment, so 
long as the commission paid does not exceed that which would have been paid 
had such appointment been in effect during such period. 

C. No commission shall be paid to any agent at a rate in excess of the following: 

1. For the sale of any advertised air tour, 10 percent of the tariff fares and 
charges applicable to the domestic air passenger transportation included in such 
tour: Provided, That prior to the date on which any such tour is offered for sale 
to the public, such tour has been approved by the originating member and by 
any other members participating in the transportation. 

If the committee determined that such tour is not, in fact, an adverised air 
tour, within the meaning of paragraph A of section I, any commission paid to 
any agent for the sale of such tour, as such, shall be reclaimed by the member 
paying such commission. 
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2. For the sale of any independent air tour, 10 percent of the tariff fares and 
charges applicable to the domestic air passenger transportation included in such 
tour: Provided, That no commission shall be paid to any agent for the sale 
of any such independent air tours unless— 

(a) such agent has established to the satisfaction of the member paying 
the commission (i) that he has, by advertising and other promotion, made 
substantial efforts to promote the sale of independent air tours; and (ii) 
that he has regularly advertised, and demonstrated his ability and willing- 
ness to arrange and sell, independent air tours; and 

(b) such agent has filed with the member paying the commission one copy 
of an agent’s air tour report (in the form prescribed by the agency com- 
mittee). 

3. For the sale of any through ticket covering air passenger transportation 
between a point within the continental United States or the Dominion of Canada 
and a point outside of either such area, or between two points outside of either 
such area, which is not included in an independent or advertised air tour, a 
percentage (in no event to exceed 714 percent) of the tariff fares and charges 
applicable to the domestic air passenger transportation covered by such ticket, 
equal to the rate of commission paid on the balance of such ticket. 

4. For the sale of any charter flight, 5 percent on the actual transportation 
mileage charges only (or on minimum tariff charges assessed in lieu of such 
transportation mileage charges), and not on any ferry mileage charges, landing 
charges, layover charges, or other accessorial charges involved in the computa- 
tion of the total charter rate. 

5. For the sale of any other domestic air passenger transportation, 5 percent 
of the tariff fares and charges applicable to such transportation: Provided, That 
if any member pays a commission on sightseeing flights, such commission shall 
be at a minimum rate of 25 cents per passenger. 

D. No commission shall be paid to any agent by or for one member for any 
sale on account of which any other member has paid, or is obligated to pay, a 
commission, nor shall more than one commission be paid by or for any member 
on account of the same sale. No commission shall be paid to any agent by or 
for any member for the sale of air passenger transportation over the lines of any 
other member who has previously notified all members in writing (with a copy 
to the executive secretary) of its unwillingness to reimburse any member for 
the amount of such commission. 

E. No member shall enter into or continue any arrangement with any agent 
for the joint occupation of any office space except with the approval of the agency 
committee. 

F. No member shall accept collect telegrams or telephone calls from any agent 
for any purpose. A member may reimburse an agent for the cost of telephone 
ealls or telegrams made to the member or sent to the member by the agent occa- 
sioned by errors on the part of the member: Provided, That a report of each such 
reimbursement shall be made by the reimbursing member to all other members 
within 5 days of such reimbursement. Unless expressly so authorized by a reso- 
lution of the conference, no member shall assume or pay any telephone, tele- 
graph, mailing, printing, or other advertising or promotional expense of any 
agent for any purpose. The restrictions of this paragraph shall not be construed 
to apply to enterprise or similar telephone listings, or to the imprinting of an 
agent’s name and address on literature published by a member for general distri- 
bution through agents and other distribution outlets. 

G. No member shall establish or maintain for the benefit of an agent a sign or 
other permanent display, containing the member’s name, the total cost price of 
which shall exceed $10. 

H. Nothing in this resolution shall be construed to prohibit the reasonable 
entertainment of an agent by a member. 

I. Nothing in this resolution shall be construed to prohibit a member from 
providing an agent with free or reduced-rate transportation on scheduled oper- 
ations when permitted by law or Government regulation. Nor shall this resolu- 
tion be construed to prohibit a member from providing courtesy flights on non- 
scheduled operations for agents without charge to the agents. Such nonsched- 
uled courtesy flights shall, however, not exceed 1 hour of flying time at any one 
time. 

SECTION Ix. THE APPOINTMENT OF GENERAL AGENTS 


A. No member shall appoint or retain any person as its general agent anywhere 
in the continental United States or the Dominion of Canada without the approval 
of the agency committee. 
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roval shall be nted only under unusual circumstances, when it 
wsiuiun tiie necessary that wack member have a general agent to enable it 
most effectively to sell air passenger transportation in an economical and efficient 
manner,in the territory where the general agent is to be located. 

C. Such approval shall be effective only for such period, and subject to such 
terms, conditions, and limitations, as the agency committee may prescribe. 

D. An application for approval under this section shall be filed in writing by 
the applicant member with the executive secretary, and shall be in such form 
as may be required by the agency committee. The executive secretary shall 
promptly notify all other members of such application. 

E. In considering any such application, the committee shall act by a three- 
fourths vote of the committee members present at any duly constituted meeting. 
The efflecutive secretary shall notify each member at least 45 days prior to any 
such meeting of the applications which will be considered at such meeting, and 
each member shall be entitled to designate one of its officers or employees as its 
representative who shall, for all purposes connected with the consideration and 
vote on such application, be considered a member of the committee. For such 
purposes, a majority of the regular members of the committee shall constitute a 


quorum. 
SECTION X. AGENTS’ USE OF NAMES 


A. If any agent located within the continental United States or the Dominion 
of Canada shall fail to comply with the provisions of paragraph 3 of the sales 
agency agreement, such failure may be considered by the agency committee as 
evidence of unethical practice by such agent within the meaning of paragraph 
C of section IV. Each member shall report promptly, in writing, to the executive 
secretary any such failure, and the executive secretary shall promptly refer such 
report to the committee. 

B. No member shall retain, within the continental United States or the 
Dominion of Canada, a general agent who, in any connection, uses a name or trade 
identification which would identify him as a general agent or office of any airline 
or group of airlines other than the specific airline or airlines for whom he is a 
general agent. 

©. Upon the written request (addressed to the executive secretary) of any 
agent, general agent, or member, the agency commitee shall, or upon its own 
initiative may, render, in writing, ruliugs upon the question of whether any 
member has failed to comply with the requirements of this section, or whether 
the use of any name or trade identification by any agent or general agent con- 
stitutes a failure to comply with the provisions of paragraph 8 of the sales agency 
agreement, or with the provisions of paragraph B of this section. Before ren- 
dering any such ruling, the committee shall receive and consider the written 
expression of views of any interested person. Any such ruling shall be final and 
conclusive, and binding upon each member. 


SECTION XI. REMITTANCES BY AGENTS 


No member shall authorize an agent to remit at intervals less frequent than 
the ist and 16th days of each calendar month unless such member has designated 
at least 10 authorized agency locations operated by such agent. 


SECTION XII, ARBITRATION 


This resolution shall be subject to arbitration under the air transport rules of 
arbitration. A decision of arbitrators in any proceeding under such rules find- 
ing any member guilty of any violation of the provisions hereof, shall require 
payment by such member of a sum not to exceed $5,000. 


SECTION XIII. REPEALS 


‘ This resolution supersedes and repeals the following resolutions of the con- 
erence: 

. Suspension of commission to agents, adopted May 25, 1942. 

. Conference agency resolution, adopted April 17, 1942. 

. Standard sales agency agreement, adopted August 25, 1941. 

. Resolution pertaining to agents’ use of names, adopted June 17, 1940. 

. Air traffic conference agency control list, adopted November 10, 1943. 

. The appointment of general agents, adopted March 27, 1939. 

- Handling of literature through agents, adopted March 27, 1939. 
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8. Standard travel agents publications, adopted June 17, 1940. 
9. Standard travel agents signs, adopted June 17, 1940. 
10. Rate of commission on domestic portion of international tickets, adopted 


November 27, 1944. 


11. Air-tour resolution, adopted November 27, 1944. 
12. Conference agency resolution, adopted Mareh 31, 1944. 


SECTION XIV. EFFECTIVE DATE 


This resolution shall become effective on the first day of the second calendar 
month after the issuance by the Civil Aeronautics Board of an order of approval 


thereof. 


Adopted: Meeting, May 3-4, 1945 

Filed with CAB: June 22, 1945 

CAB action: Approved, September 27, 
1945, agreement CAB No. 403, pro- 
vided that any air carrier paying 
any officer, director, or full-time em- 
ployee any commissions for the sale 
of air transportation, report such 
commissions to the Board, together 
with a brief statement of the rea- 
sons for the payment of the commis- 
sions. (See CAB Order Serial No. 
E-2502 of February 18, 1949) 

Effective: November 1, 1945 

Amended: Mail, June 15, 1945 

Filed with CAB: June 22, 1945 

CAB action: Approved September 27, 
1945, agreement CAB No. 403 

Effective: November 1, 1945 

Amended: Mail, passenger traffic sec- 
tion, April 4, 1946 

Effective : April 14, 1946 

Filed with CAB: April 11, 1946 

CAB action: See note page 46-F 


Amended: Meeting, passenger traffic 
section, May 6-7, 1946 

Effective: May 31, 1946 

Filed with CAB: May 30, 1946 

CAB action: See note page 46-F 

Amended: Meeting, passenger traffic 
section, October 2, 1946 

Effective: October 25, 1946 

Filed with CAB: October 22, 1946 

CAB action: See note page 46-F 


Amended: Meeting, passenger traffic 
section, March 26, 1947 

Effective: April 19, 1947 

Filed with CAB: April 9, 1947 

CAB action: See note page 46-F 


Amended: Regular members present, 
meeting passenger traffic section, 
December 2-3, 1947 ; regular members 
absent, mail, passenger traffic section, 
January 3, 1948 

Effective: January 16, 1948 

Filed with CAB: January 6, 1948 

CAB action: See note page 46-F 


Amended: Meeting, passenger traffic 


section, December 2-3, 1947 
Effective: March 19, 1948 
Filed with CAB: December 16, 1947 
CAB action: See note page 46-F 


Amended: Mail, March 9, 1948 
Effective: March 19, 1948 

Filed with CAB: March 11, 1948 
CAB action: See note page 46-F 


Amended: Mail, June 30, 1948 
Effective: July 10, 1948 

Filed with CAB: July 7, 1948 

CAB action: See note page 46-F 


Amended: Meeting, passenger traffic 
section, December 2-3, 1947 

Effective: October 1, 1948 

Filed with CAB: December 16, 1947 

CAB action: See note page 46-F 


Amended: Mail, June 30, 1948 
Hffective: October 1, 1948 

Filed with CAB: July 7, 1948 
CAB action: See note page 46-F 


Amended: Mail, September 2, 1948 
Effective: September 12, 1948 

Filed with CAB. September 10, 1948 
CAB action: See note page 46-F 


Amended: Meeting, November 4, 1948 
Effective: November 22, 1948 

Filed with CAB: November 17, 1948 
CAB action: See note page 46-F 


Amended: Mail, January 24, 1949 
Effective: February 3, 1949 

Filed with CAB: January 25, 1949 
CAB action: See note page 46-F 


Amended: Meeting, April 20-21, 1949 
Effective: June 5, 1949 

Filed with CAB: May 13, 1949 

CAB action: See note page 46-F 


Amended: Mail, August 8, 1949 
Effective: September 3, 1949 

Filed with CAB: August 22, 1949 
CAB action: See note page 46-F 


Amended: November 29-30, 1949 
Effective: January 11, 1950 

Filed with CAB: December 20, 1949 
CAB action: See note page 46-F 


Amended: Mail, February 14, 1950 
Effective: March 16, 1950 

Filed with CAB: March 1, 1950, 
CAB action: See note page 46—-F 


Amended: Meeting, April 27-28, 1950 
Effective: June 14, 1950 

Filed with CAB: May 19, 1950 

CAB action: See note page 46-F 
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Amended: Meeting, October 12-13, 1950 

Effective : December 1, 1950 

Filed with CAB: November 10, 1950 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044-A 


Amended: Meeting, October 12-13, 1950 

Effective: April 1, 1951 

Filed with CAB: November 10, 1950 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044 


Amended: Mail, February 5, 1951 

Hffective: April 1, 1951 

Filed with CAB: February 9, 1951 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044-A-2 


Amended: Meeting, April 17-18, 1951 

Effective: May 30, and July 1, 1951 

Filed with CAB: May 11, 1951 

CAB action: Agreement CAB No. 5044—- 
A-3; see note page 46-F agreement 
CAB No. 5044-A-4; approved Septem- 
ber 7, 1951 

Amended: Meeting, April 17-18, 1951 

Effective: December 31, 1951 

Filed with CAB: May 11, 1951 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044-A-5 


Amended: Meeting, April 17-18, 1951 

Effective: September 17, 1951 

Filed with CAB: May 11, 1951 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044-A-6 


Amended: Mail, May 23, 1951 

Effective: September 17, 1951 

Filed with CAB: May 24, 1951 

CAB action: Approved September 7, 
1951; agreement CAB No. 5044—A-7 


Amended: Meeting, December 11-12, 
1951 

Effective: January 30, 1952 

Filed with CAB: January 30, 1952 

CAB action: Approved March 7, 1952; 
agreement CAB No. 5044—-A-10 


Amended: Mail, June 26, 1952 

Effective: July 26, 1952 

Filed with CAB: July 16, 1952 

CAB action: Approved November 3, 
1952; agreement CAB No. 5044—-A-11 


Amended: Meeting, November 17-20, 
1952 

Effective: January 11, 1953 

Filed with CAB: December 16, 1952 

CAB action: Approved February 16, 
1953 ; agreements CAB No. 5044-A-—12 
and No. 5044—A-13 
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Amended: Mail, February 27, 1953 » 

Effective: March 29, 1953 

Filed with CAB: March 2, 1953 

CAB action: Approved March 27, 1953; 
agreement CAB No. 5044-A-15 


Amended: Meeting, April 28-30, 1953 

Effective: June 10, 1953 

Filed with CAB: May 18, 1953 

CAB action: Approved May 3, 1955; 
agreement CAB No. 5044-A-17 


Amended: Meeting, November 15-16, 
1954 

Effective : December 22, 1954 

Filed with CAB: November 24, 1954 

CAB action: Approved May 3, 1955; 
agreement CAB No. 5044-A-18 


Amended: Meeting, agency committee, 
January 19-20, 1955 

Effective: March 28, 1955 

Filed with CAB: March 10, 1955 

CAB action: Approved May 3, 1955; 
agreement CAB No. 5044—A-20 


Amended: Meeting, agency committee, 
January 19-20, 1955 

Effective: January 1, 1956 

Filed with CAB: March 10, 1955 

CAB action: Approved May 8, 1955; 
agreement CAB No. 5044-A-19 


Amended: Meeting, Air Traffic Confer- 
ence, May 4-5, 1955 

Effective: June 16, 1955 

Filed with CAB: May 18, 1955 

CAB action: Approved June 15, 1955; 
agreement CAB No. 5004—A-21 


Amended: Meeting, agency committee, 
June 27-28, 1955 

Effective: September 5, 1955 

Filed with CAB: August 8, 1955 

CAB action: Approved September 2, 
1955 ; agreement CAB No. 5044-A-22 

Amended: Meeting, Air Traffic, Con- 
ference, August 10-11, 1955 

Effective: September 15, 1955 

Filed with CAB: August 16, 1955 

CAB action: Approved September 16, 
1955 ; agreements CAB No. 5044—A-23 
and No. 5044-A-—24 


Amended: Meeting, agency committee, 
December 5-7, 1955 

Effective: February 20, 1956 

Filed with CAB: January 31, 1956 

CAB action: 


Amended: Meeting, agency committee, 
December 5-7, 1955 

Effective: When sales agency agree- 
ment amended for other purposes. 

Filed with CAB: January 31, 1956 

CAB action: 


Concurred in by all regular members and by the following associate member : 


Trans-Canada Air Lines. 
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(Nore.—By Order Serial No. E-5685, dated September 7, 1951, the CAB ap- 
proved the agency resolution and agency agreement together with all amend- 
ments thereto which were in effect on that date, with one exception. That ex- 
ception related to provisions which have since been repealed by conference 


action.) 
(Air Traffic Conference of America Trade Practice Manual] 
Arm TraFFIC CONFERENCE SALES AGREEMENT 


THIS AGREEMENT, made and entered into this ‘ 
19__, by and between , acting as agent for the several 


air carriers which are parties to the Air Traffic Conference Agency Resolution 
(copies of which are on file and available for inspection at the offices of the 
Civil Aeronautics Board, Washington, D. C., the office of the Executive Secre- 
tary of the Air Traffic Conference of America, Washington, D. C., and the 
general offices of the air carriers which are members of the Air Traffic Confer- 


ence of America), 


WITNESSETH 


That, for and in consideration of the mutual covenants and agreements here- 
inafter contained, it is agreed as follows: 


1. Effectiveness 

This Agreement shall become effective as between the Agent and any individual 
air carrier, which is a party to the Air Traffic Conference Agency Resolution, 
only if such carrier (hereinafter called “the Carrier’) delivers to the Agent a 
Certificate of Appointment, duly executed by or on behalf of the Carrier, author- 
izing the Agent to represent the Carrier subject to the terms and conditions of 
this Agreement. All of the provisions of this Agreement shall take effect, as 
between the Carrier and the Agent, on the 5th day after the date of such Cer- 
tificate of Appointment. 

The delivery of said Certificate of Appointment by the Carrier to the Agent 
shall be deemed a ratification and adoption of this Agreement by the Carrier 
and thereafter this Agreement shall have the same force and effect between 
the Carrier and the Agent as though they were both named herein and as though 
they had both subscribed their names hereto on the date appearing on said Cer- 
tificate of Appointment. 


2. Scope of agent’s authority and activities 

The authority of the Agent to represent the Carrier shall be specifically lim- 
ited to the authority expressly granted by this Agreement. 

During the term of this Agreement, the Agent shall represent the Carrier for 
the purpose of promoting and selling air passenger transportation offered by 
the Carrier. In selling such transportation, the Agent shall conform to and 
observe the tariffs, rules, regulations and instructions issued by the Carrier, 
and the applicable terms and conditions of tickets and exchange orders of the 
Carrier issued or used by the Agent. The Agent shall furnish information to 
its clients and the public concerning the Carrier’s air passenger transportation 
services in conformance with current authorized forms, folders, advertising, 
schedules, tariffs, rules, regulations and instructions issued by the Carrier. 

The Agent shall exercise the authority granted by this Agreement, and repre- 
sent itself as an agent of the Carrier, only at or through such places of business 
as are designated by the Carrier in the Certificate of Appointment delivered to 
the Agent by the Carrier or in a Designation of Additional Authorized Agency 
Location, duly executed by or on behalf of the Carrier and delivered to the Agent. 
The Carrier shall have the privilege of designating additional places of business, 
or of terminating the designation of any place of business, at any time upon 
written notice to the Agent. 

The promotional and sales activities of the Agent on behalf of the Carrier shall 
not be restricted as to territory, except that, if such territory is at any time 
limited in writing by the Carrier, the Agent’s activities shall be strictly confined 
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within such limits. The Carrier may at any time appoint other agents, in addi- 
tion to the Agent, in any territory for the purpose of promoting and selling air- 
passenger transportation offered by it. 

The Agent shall not sell or issue tickets or exchange orders covering air- 
passenger transportation offered by the Carrier to persons who plan to sell, issue, 
or offer to sell or issue, such transportation documents, but who have not been 
authorized by the Carrier to represent the Carrier. 

The Agent shall not sell or issue tickets or exchange orders supplied by the 
Carrier in connection with the sale of air-passenger transportation offered by any 
other carrier unless the Carrier participates in such passenger transportation. 


8. Designation of agency 

The Agent may represent himself, on letterheads, advertising, telephone list- 
ings and classifications, office signs, and otherwise, as an “Agent” or “Travel 
Agent” representing the Carrier, but shall not represent himself as a “General 
Agent” or use any other designation (such as “Air Lines Ticket Office” or “Con- 
solidated Air Lines Ticket Office”) which would indicate or imply in any way 
that his office is an office of the Carrier. 


4. Issuance of tickets and exchange orders 

The Carrier may, at its option, provide the Agent with supplies of its ticket 
forms or exchange orders for issuance to the Agent’s clients to cover transporta- 
tion purchased ; or, if written authorization is given to the Agent by the Carrier, 
the Agent may draw its own exchange orders on the Carrier. The Agent shall 
deliver to its clients the proper forms of tickets or exchange orders as authorized 
from time to time by the Carrier; and routing information, et cetera, shown on 
any such documents shall be in accordance with the applicable rules, regulations, 
and‘instructions furnished to the Agent by the Carrier. 

All ticket forms and exchange orders supplied by the Carrier to the Agent 
shall remain the property of the Carrier, and shall be held in trust by the Agent 
until issued to the Agent’s clients to cover transportation purchased, or until 
otherwise satisfactorily accounted for to the Carrier. 


5. Collections and remittances 

The Agent shall, not later than the Ist and 16th days of each calendar month 
(or at such other intervals as the Carrier may designate from time to time in 
writing), report and remit for all transportation sold hereunder (and for which 
Agent has issued tickets or exchange orders supplied by the Carrier or has drawn 
exchange orders on the Carrier) through the close of business on the preceding 
day. (If no transportation has been sold hereunder during any such period, the 
Agent shall so report to the Carrier.) The Agent agrees to account to the Carrier, 
in such manner and by such method as may be prescribed by the Carrier’s 
accounting officials from time to time, for all sums due the Carrier hereunder, 
and for all transportation receipts and other required documents accepted by the 
Agent in payment for air passenger transportation sold hereunder (and for 
which the Agent has issued tickets or exchange orders supplied by the Carrier or 
has drawn exchange orders on the Carrier) pursuant to the Universal Air Travel 
Plan. Remittances of moneys shall be made to the Carrier in the official currency 
of the country where the Agent is located, or its equivalent, unless otherwise 
instructed in writing by an authorized official of the Carrier. The Agent shall be 
entitled to deduct from such remittances the applicable commissions, as specified 
in Paragraph 8 hereof. 

All moneys, less applicable commissions to which the Agent is entitled here- 
under. collected by the Agent for air passenger transportation or other services 
sold hereunder (and for which the Agent has issued tickets or exchange orders 
supplied by the Carrier or has drawn exchange orders on the Carrier) and all 
transportation receipts and other required documents accepted by the Agent in 
payment for air passenger transportation sold hereunder (and for which the 
Agent has issued tickets or exchange orders supplied by the Carrier or has drawn 
exchange orders on the Carrier) pursuant to the Universal Air Travel Plan, shall 
be the property of the Carrier, and shall be held in trust by the Agent until satis- 
factorily accounted for to the Carrier. All such moneys, less applicable commis- 
sions to which the Agent is entitled hereunder, shall be deposited by the Agent in 
a bank or other financial institution in a special account, designated “(Name of 
Agent), Trust Account for Members of Air Traffic Conference of America,” which 
account shall be used by the Agent exclusively for such moneys (except that 
moneys collected by the Agent for air passenger transportation or other services 
sold under any other agreement between the Agent and the Carrier may also be 
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kept in said account and the designation of said account may be modified aecord- 
ingly), and the Agent shall make no withdrawals therefrom or draw checks or 
drafts thereagainst except to beneficiaries thereof and in the amount represent- 
ing the transportation and other services sold on account of said beneficiaries, 
less commission as aforesaid: Provided, That the Agent shall be relieved of ‘the 
obligation of maintaining said special account if (a) the Agent is determined by 
the Agency Committee of the Air Traffic Conference of America to be # 
“bank travel department” within the meaning of the Air Traffic Conference 
Agency Resolution; or (b) the Agent demonstrates to the satisfaction of the said 
Agency Committee that his (its) capital assets, which are available for the 
satisfaction of his (its) debts, exceed his (its) total liabilities by at least $75,000, 
and the credit rating of the Agent, if published by Dun and Bradstreet or other 
recognized credit-rating agency, is shown as “good” or higher, and the Agent 
submits annually to the Executive Secretary, at the time he (it) remits the annual 
agency fee a current balance sheet certified by a certified public accountant and 
establishes that his (its) capital assets available for satisfaction of his (its) 
debts continue to exceed his (its) liabilities by at least $75,000; or (c) the Agent, 
without expense to the Carrier or the Air Traffic Conference of America, procures 
and maintains, or causes to be procured and maintained, for the joint and several 
benefit of the members of the Air Traffic Conference of America, a bond or bonds 
providing such coverage, and in such amounts, as shall be satisfactory to the 
Agency Committee of said Conference: and Provided further, That if the Agent 
is not relieved of the obligation of maintaining said special account as herein- 
above provided, the Agent shall, in addition to maintaining said account and. if so 
requested in writing by the Carrier, procure and maintain, or cause to be pro- 
cured and maintained, for the benefit of the Carrier and without expense to the 
Carrier or the Air Traffic Conference of America, a bond or bonds providing sueh 
coverage, and in such amounts, as shall be satisfactory to the Carrier. If the 
Agent is not relieved of the obligation of maintaining said special account as 
hereinabove provided, he (it) shall request the bank or other financial institution 
in which the account is established to notify the Bxecutive Secretary that the 
account has been established. 

The books and records of the Agent relating to the sale of transportation offered 
by the Carrier shall be open to inspection by the Carrier and/or an auditor of 
the Air Traffic Conference of America. 


6. Misrepresentation as to routing, et cetera 

The Agent shall not make any misrepresentation as to the carrier, aircraft, 
or route by which any passenger is to be transported, nor as to any service to 
be furnished by the Carrier. 


7. Securing of accommodations 

The Agent shall request reservations of accommodations only when the Agent 
has had a request to do so from a client and, if so required by the Carrier, when 
a deposit therefor in the proper amount has been paid to the Agent by the client. 
The Agent shall secure confirmation from the Carrier that a definite reservation 
has been made before issuance to the client of a ticket or exchange order for any 
particular flight or flights; except that, unless otherwise instructed by the Car- 
rier, an exchange order may be issued to a client covering “opening date” trans- 
portation, or a ticket may be so issued which includes an “open date” portion or 
portions for which no accommodations have been reserved at the time of issuance 
to the client, provided such forms are properly marked to indicate “open date” 
issuance in accordance with current instructions of the Carrier. 


8. Remuneration—commission 

As remuneration for the services performed by the Agent hereunder, the Car- 
rier agrees, subject to the limitations set forth in this Agreement, to pay the 
Agent as commission a percentage as set forth in Schedule A attached hereto 
and made a part hereof) of the fares and charges applicable to the air passenger 
transportation offered by the Carrier which is sold by the Agent hereunder. 
Such commission shall be accepted by the Agent as full compensation for its 
services rendered to the Carrier hereunder. No commission will be paid,to the 
Agent for the sale of any air passenger transportation unless (1) such Agent 
issued a ticket or an exchange order covering the air passenger transportation 
for the sale of which the commission is paid, and (2) such Agent collected the 
proper amount of fares and charges applicable to such transportation or pro- 
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cured a properly executed transportation receipt and other documents as required 
pursuant to the Universal Air Travel Plan. 

The Agent shall not be entitled to a commission for the sale of any air pas- 
senger transportation, and shall refund any commission previously paid or 
retained in connection with such sale, unless the passenger is actually trans- 
ported by the Carrier to a point other than that at which he embarks; except 
that, where the terms of sale of the transportation provide for a return to the 
point of embarkation without landing at any other point, the Agent shall be 
entitled to a commission if the passenger is actually transported in accordance 
with such terms. 

In eases of cancellation by the Agent’s client of any portion of the transporta- 
tion sold by the Agent and for which the Agent has issued a ticket or exchange 
order supplied by the Carrier or has drawn an exchange order on the Carrier, 
the Agent shall not be entitled to a commission for the sale of the portion so 
eancelled, and shall, on demand of the Carrier, refund any commission previously 
paid or retained in connection with such sale. Any moneys withheld by the 
Agent as commissions from remittances due the Carrier hereunder, pursuant 
to Paragraph 5 of this Agreement, shall remain the property of the Carrier, and 
shall be held in trust by the Agent until the transportation to which the commis- 
sions relate has been completed. 

No commission will be paid to the Agent for the sale of any air-passenger 
transportation for which the Agent issues a ticket (or portion thereof) or ex- 
change order in violation of any provision of this Agreement. 

No commission will be paid to the Agent for the sale of any air-passenger 
transportation, exclusively between points in the Continental United States and/or 
the Dominion of Canada, which is paid for under the Universal Air Travel Plan: 
Provided, That if such Plan is entered into after the sale was made, a commission 
will be paid on such sale as if no such Plan had been entered into. No com- 
mission will be paid to the Agent for the sale of any air passenger transportation 
paid for by Government travel voucher, warrant, or similar Government purchase 


contract. 


9. Communications 

The carrier will not accept collect telegrams or telephone calls from the Agent 
for any purpose, nor will the Carrier assume or pay any telephone, telegraph, 
mailing, printing, or other advertising or promotional expense of the Agent for 
any purpose. The Carrier will, however, prepay reservation confirmation mes- 


sages to the Agent. 


10. Refunds 

The Agent shall not, unless so authorized by the Carrier in writing, refund 
any fare or charge applicable to air transportation sold by the Agent hereunder 
and for which the Agent has issued a ticket or exchange order supplied by the 
Carrier or has drawn an exchange order on the Carrier, if remittance for such 
transportation has been made by the Agent to the Carrier, or if the Carrier has 
issued a ticket to the passenger in exchange for any exchange order originally 
issued by the Agent; nor shall the Agent make a refund on any portion of a par- 
tially used ticket unless authorized in writing by the Carrier to do so. The 
Agent shall make refund only to the person authorized to receive the refund and 
in accordance with the tariffs, rules, regulations, and instructions issued by 
the Carrier, and shall not assess or withhold from the refund payee any amount 
as a service charge or otherwise. The Agent hereby agrees to indemnify and 
hold the Carrier harmless from and against any claim arising from the failure 
of the Agent to refund promptly to the authorized refund payee the proper 
amount of fare or other charge. If the amount refundable was collected by the 
Agent and remitted to the Carrier prior to making the refund, the Carrier shall 
reimburse the Agent the amount of such refund upon receipt of the Agent’s writ- 
ten statement that the refund has been paid. 


11. Commissions not to be divided 

The Agent shall retain the full amount of the commissions allowed by the 
Carrier unless an authorized traffie official of the Carrier authorizes the Agent 
in writing to nay a portion of its commissions to a subogent, and such subagent is 
included on the Air Traffic Conference Agency List. The Agent shall not rebate 
or promise to rebate, directly or indirectly in any manner whatsoever, the com- 
missions, or any portion thereof, granted to the Agent hy the Carrter, to any 
passenger or client. 
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12. Free or reduced rate transportation furnished to Agent not transferable 


The Agent shall not resell or otherwise transfer any ticket or other document 
entitling him, or any of his officers or employees, to air-passenger transportation 
offered by the Carrier if such ticket or document has been furnished to the Agent 
without charge or at a reduced rate. 


13. Compliance with tariffs, rules, regulations, and instructions 


The Agent shall comply with all instructions of the Carrier, including any 
specific instructions applying to any particular case or circumstances, and shall 
make no representation or statement not previously authorized by the Carrier. 
The Agent shall deliver to the Carrier such specific instructions, requests, or 
particulars in connection with a client or his transportation as may be proper to 
enable the Carrier to render efficient service to its passengers. The Agent also 
agrees to adhere to and comply with the tariffs, rules and regulations of the 
Carrier. 

14. Adwertising and publicizing the Carrier’s services 

In carrying out the services specified hereunder and within the limitations 
hereof, the Agent shall make known the services of the Carrier in every way 
reasonably practicable. However, samples of all advertising matter to be issued 
by and at the expense of the Agent, in which reference is made to the Carrier, 
shall be approved by the Carrier prior to display or distribution thereof. 

The Carrier shall furnish the Agent with timetables, schedules of fares, and 
other information and instructions, including advertising and publicity matter, 
which the Carrier customarily supplies to its agents, and the Agent shall make 
effective use thereof in publicizing the services of the Carrier. 


15. Default 


If at any time the Agent is in default to the Carrier or to any other party to 
the Air Traffic Conference Agency Resolution, the Carrier, at its option, may 
either terminate this Agreement, as between it and the Agent, by notice in writing 
to the Agent, such notice to take effect immediately upon its receipt, or may, for 
such periods as it deems advisable, withdraw all ticket forms and exchange orders 
supplied by it to the Agent and revoke any authorization previously given to the 
Agent to draw its own exchange orders on the Carrier. 


16. Adequate amount of business 


The Agent shall endeaver to create and stimulate the sale of air passenger 
transportation offered by the Carrier, to perform and provide adequate service 
to the Agent’s clients, and to transact a sufficient amount of business to justify 
the costs and responsibilities incurred by the Carrier in retaining the agency. 
The failure or inability of the Agent to produce an amount of business sufficient 
to justify the continuance of the agency may result in its termination at any 
time by the Carrier. 


(Nore.—This amendment is not effective until the ATC sales agency agree- 
ment is amended for other purposes. It should be placed in front of page 53.) 


Paragraph 20, second paragraph (Note: First, third, and fourth paragraphs are 
unchanged.) 

The Agent shall pay to the said Executive Secretary, upon execution of this 
Agreement, an initial fee which bears the same relation to the amount of the 
annual fee payable hereunder as the portion of the calendar year remaining 
after the date of the announcement by the Executive Secretary of the receipt of 
the Agent’s sponsored application bears to a full calendar year: Provided, That 
if this Agreement is executed during the month of December, no such initial 
fee shall be payable. 


Amended: Meeting, Agency Committee, December 5~7, 1955. 
Effective: When Sales Agency Agreement amended for other purposes. 
Filed with CAB: January 31, 1956, CAB Action: 








17. Maintenance of ethical business standards 


The Agent shall at all times maintain ethical standards of business in the 
conduct of the agency and in its dealing with its clients, the public and the 
Carrier. 
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18. Liability 


The Carrier hereby agrees to indemnify and hold harmless the Agent, its 
officers, agents, and employees from all responsibility and liability for any 
damage, expense, or loss to any person or thing caused by or arising from any 
negligent act or omission of the Carrier, its representatives, agents, employees, 
or servants, and related directly or indirectly to any transportation sold by the 
Agent hereunder and performed or to be performed by the Carrier. The Agent 
likewise agrees to indemnify and hold harmless the Carrier, its officers, agents, 
and employees from all responsibility and liability for any damage, expense, or 
loss to any person or thing caused by or arising from any negligent act, omission, 
or misrepresentation of the Agent, its representatives, agent ,employees, or ser- 
vants. The Agent further agrees to indemnify and hold harmless the Carrier, its 
officers, agents, and employees, from any and all damage, expense, or loss on 
account of the loss, misapplication, theft, or forgery of tickets, exchange orders, 
or other supplies furnished by the Carrier to the Agent, or the proceeds thereof, 
whether or not such proceeds have been deposited in a bank, and whether or 
not such loss is occasioned by the insolvency of either a purchaser of such forms 
or documents or of a bank in which the Agent may have deposited such proceeds, 
and notwithstanding the fact that, under the terms of this Agreement, such 
proceeds are the property of the Carrier and held in trust by the Agent. 


19. Notices 


All notices to the Agent or to the Carrier shall be sufficient if sent by prepaid 
telegram or mail, addressed as each party may designate in writing during the 
term of this Agreement. 


20. Agency fees 

The Agent shall pay to the Executive Secretary of the Air Traffic Conference 
of America, on or before January 10 of each year, an annual fee in the amount 
prescribed by the said Conference for each place of business designated by any 
party to the Air Traffic Conference Agency Resolution as provided in Para- 
graph 2 of this Agreement. 

The Agent shall pay to the said Executive Secretary, upon execution of this 
Agreement, an initial fee which bears the same relation to the amount of the 
annual fee payable hereunder as the portion of the calendar year remaining 
after the date of execution of this Agreement bears to a full calendar year: 
Provided, That if this Agreement is executed during the month of December, 
no such initial fee shall be payable. 

In the event of termination of this Agreement as between the Agent and 
each party to the Air Traffic Conference Agency Resolution which has delivered 
a Certificate of Appointment to the Agent, the last fee paid by the Agent under 
this Agreement shall be prorated as of the date of such termination and the 
portion applicable to the period after such termination will be refunded to the 
Agent. 

on the event the designation of any place of business is terminated by all parties 
to the Air Traffic Conference Agency Resolution which have designated such place 
of business as provided in Paragraph 2 hereof, the portion of the fee last paid 
by the Agent attributable to such place of business shall be prorated on the 
same basis, and an appropriate refund made to the Agent. 


21. Agency bond 

The Agent shall be acceptable to the bonding company for coverage under such 
bond, and for such amount, as may be required by the Agency Committee of the 
Air Traffic Conference of America. Failure to so qualify shall immediately 
terminate this Agreement as between the Agent and all parties to the Air Traffic 
Conference Agency Resolution. 


22. Transfer, assignment, or change of name or address 

The name or names under which the activities of the Agent are conducted, or 
under which any of its offices are operated, shall be only such as are set forth 
in this Agreement, and neither such name or names, nor the location of any place 
of business designated by any party to the Air Traffic Conference Agency Resolu- 
tion as provided in Paragraph 2 of this Agreement, shall be changed without the 
prior written consent of each such party. This Agreement shall not be assign- 
able, or otherwise transferable, by the Agent without the prior written consent 
of each such party. 
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23. Other agreements superseded 

This Agreement shall supersede any and all prior agreements between the 
Agent and any party to the Air Traffic Conference Agency Resolution concerning 
the sale of air-passenger transportation offered by any such party, except with 
respect to rights and liabilities existing at the date hereof. 


24. Termination 


This Agreement may be terminated, as between the Agent and the Carrier, at 
any time by notice in writing, from either to the other, such notice to take ef- 
fect immediately upon its receipt, subject to the fulfillment by each of all obli- 
gations accrued prior to the receipt of such notice. This Agreement may. be 
terminated, as between the Agent and all parties to the Air Traffic Conference 
Agency Resolution, at any time by notice in writing, from the Agent to the Execu- 
tive Secretary of the Air Traffic Conference of America, or from the Executive 
Secretary of the said Conference (or his authorized representative) to the 
Agent, such notice to take effect immediately upon its receipt, subject to the ful- 
fillment, by the Agent, and by each party to the said Resolution which has de- 
livered a Certificate of Appointment to the Agent, of all obligations accrued 
prior to the receipt of such notice. Upon termination of this Agreement as 
between the Agent and the Carrier, all unused ticket forms and exchange orders 
of the Carrier shall immediately be returned to the Carrier, together with all 
moneys due and payable to the Carrier hereunder, and a complete and satisfactory 
accounting rendered. 


25. Rights, etc., of air carriers several 

The rights, powers, privileges, immunities, and duties under this Agreement, 
of the air carriers which are parties to the Air Traffic Conference Agency Resolu- 
tion shall be several and not joint. 


26. Subject to carrier’s obligations, etc., under air traffic conference agency 
resolution 


The Agent recognizes that the Carrier is party to the Air Traffic Conference 
Agency Resolution and as such is entitled to certain rights and is subject to 
certain obligations under the provisions of said Resolution. The Agent further 
recognizes that this Agreement is entered into for an indefinite period and that 
it may be terminated at any time by the Carrier, as provided in Paragraph 24 
hereof, for any reason which is deemed sufficient by the Carrier, and that the 
Carrier is under no obligation to justify such termination. The Agent agrees 
that this Agreement and the rights and obligations of the parties hereto are 
subject to the said Air Traffic Conference Agency Resolution and the rights 
and obligations of the Carrier thereunder, and that the Agent shall have no re- 
course against the Carrier, or the Air Traffic Conference of America, or any mem- 
ber of the Air Traffic Conference of America, or against any officer, employee, 
agent, or servant of any of them, by reason of any action taken in accordance 
with the provisions of the said Resolution, or by any reason of any termination 
of this Agreement in accordance with its provisions. 


IN WITNESS WHEREOF, 
Witness: acting as agent for the several air 
icin Astin scab ecesaeteigesnlaaren labameaiaaineriaianacetana carriers which are parties to the Air 
scons staeneh ilia aetnine ea mreiagiaemtiade cee ee Traffic Conference Agency Resolution 


PU LCR on A Fk ETE RIENE REEDED SCC ee ts aan cate Nae eke aa aS Agent 
ee MS ALL OAR pb ae BR RE LINE OE Ee eae eS oe ee 
SF TSPO OL ETIES BS AYELER 7 PAL IAAT GP APE ARS Oy SIE ea (Name) 
(Title) 
OE eco nec uisdemimaeenaenniias 
CE OE on ccecniesictigent aecheteteaenam 
Oa'titie 2.2.2 Gty'of Sli Soll S9O.20, tobi so boureseisste soe 3th . 
appeared before me, and being first ‘duly sworn stated that he is the .--_---_- 
A GA SU OC ere OO GUL Sa. Juicsaai 42s that 


(Title) (Agent) 
being duly authorized to do so, he executed the forgoing agreement on behalf of 
eis dinneibldde Datasets, abtdaaaes ; and that it is his/her signature which appears above. 
(Agent) 


Notary Public. 


BEY CORMREIIII CII OE inka cecinicdiceinmsatinccnans 
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ScHEDULE A 


RATES OF COMMISSION 


1. For the sale of any Advertised Air Tour, ten percent (10%) of the tariff 
fares and charges applicable to the domestic air passenger transportation offered 
by the Carrier included in such Tour: Provided, That prior to the date on which 
such Tour is offered for sale to the public, such Tour has been filed with and 
approved by the party to the Air Traffic Conference Agency Resolution on whose 
lines the Tour originates, and filed with and approved by all other parties to the 
said Resolution participating in the transportation. 

2. For the sale of any Independent Air Tour, ten percent (10%) of the tariff 
fares and charges applicable to the domestic air passenger transportation offered 
by the Carrier included in such Tour : Provided, That— 

(a) The Agent has established to the satisfaction of the Carrier (i) that 
he has, by advertising and other promotion, made substantial efforts to 
promote the sale of Independent or Advertised Air Tours; and (ii) that 
he has regularly advertised, and demonstrated his ability and willingness 
to arrange and sell, Independent or Advertised Air Tours ; and 

(bo) The Agent has filed with the Carrier an Agent’s Air Tour Report 
on forms supplied by the Carrier. 

8. For the sale of any through ticket covering air passenger transportation 
between a point within the Continental United States or the Dominion of Canada 
and a point outside of either such area, or between two points outside of either 
such area, which is not included in an Independent or Advertised Air Tour, a 
percentage (in no event to exceed seven and one-half percent (7%)) of the 
tariff fares and charges applicable to the domestic air passenger transportation 
offered by the Carrier covered by such ticket, equal to the rate of commission paid 
to the Agent on the balance of such ticket. 

4. For the sale of any charter flight to be operated by the Carrier five percent 
(5%) on the actual transportation mileage charges only (or on minimum tariff 
charges assessed in lieu of such transportation mileage charges), and not on 
any ferry mileage charges, landing charges, layover charges, or other accessorial 
charges involved in the computation of the total charter rate. 

5. For the sale of any other domestic air passenger transportation offered by 
the Carrier, five percent (5%) of the tariff fares and charges applicable to such 
transportation : Provided, That the commission payable for the sale of any trans- 
portation on a sightseeing flight only shall not be less than twenty-five cents (25¢) 
per Passenger. 

DEFINITIONS 


For the purposes of this Schedule A— 

1. The term “Advertised Air Tour” means an all-expense tour (1) which con- 
sists of a round trip or circle trip, wholly or in part over the lines of the carrier, 
plus at least two of the following services and accommodations (in addition 
to those covered by the tariff fares and charges applicable to the air passenger 
transportation) which are furnished to the passenger. upon presentation of 
coupons supplied him by the agent: lodging, meals, specially provided local 
transportation, the services of guides or escorts, sightseeing trips, or other 
similar tourist services; (2) which is arranged, advertised, and offered for sale to 
the public generally by and at the expense of a carrier which is a party to the 
Air Traffic Conference Agency resolution or an agent whose name appears on 
the Air Traffic Conference Agency list; (8) which is sold at a price prepaid in full 
by the purchaser ; and (4) which is advertised by repeated commercial announce- 
ments in newspapers, in periodicals, and by printed folders contining at least one 
cut. 

2. The term “Independent Air Tour” means an all-expense tour (1) which 
consists of a round trip or circle trip, wholly or in part over the lines of the 
carrier, plus at least the following services and accommodations (in addition 
to those covered by the tariff fares and charges applicable to the air passenger 
transportation) which are furnished to the passenger upon presentation of 
coupons suppiied him by the agent (a) overnight lodging in at least two non- 
contiguous cities or localities; and (b) specially provided local transportation ; 
or the services of guides or escorts; or sightseeing trips; or other similar tourist. 
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services: Provided, (a) That the portion of the price applicable to such services 
and accommodations furnished each passenger amounts to at least $15 if the 
tariff fares and charges applicable to the air passenger transportation furnished 
by all carriers who are parties to the Air Traffice Conference Agency resolution 
are $75 or less; (b) that such portion amounts to at least 20 percent of such 
tariff fares and charges if such tariff fares and charges are more than $75 and 
less than $175; and (c) that such portion amounts to at least $35 if such tariff 
fares and charges are $175 or more; (2) which is sold at a price prepaid in full 
by the purchaser; and (3) all of the arrangements for which are made by the 
agent prior to the passenger’s departure from his point of origin. 

3. The term “Continental United States” includes only the area within the 48 
States and the District of Columbia. 

4. The term “domestic air passenger transportation” means transportation 
of persons by air (whether or not it is point-to-point transportation, on a com- 
mon-carrier or contract-carrier operation or on any special service), furnished 
by the carrier and/or any other party to the Air Traffic Conference Agency reso- 
lution, between points within the continental United States and/or the Dominion 
of Canada, or on a flight which takes off from and returns to a point within 
the continental United States or the Dominion of Canada without landing at 
any other point. 





DISTRIBUTION OF BULLETINS CONTAINING AGENCY MATTERS 


Resolwed, That Air Traffic Conference bulletins containing matters pertain- 
ing to the Conference Agency program not be distributed by members to their 
employees located in offices other than the general offices of members. 


Adopted: Meeting, Passenger Traffic Section, October 2, 1946. 
Effective: October 25, 1946 

Not filed with CAB. 

Concurred in by all regular members. 





STanpARD Form or AGENCY SALES Report 


Resolved, That each member shall, effective upon exhaustion of its present 
supply of Agency Sales Report forms, require ATO agents to use an Agency 
Sales Report form conforming to the copy attached hereto as exhibit B. 


Adopted : Meeting, April 28-30, 1953. 

Effective: June 10, 1953. 

Filed with CAB: May 18, 1953. 

CAB action: Approved July 15, 1953, Agreement CAB No. 7033. 


Amended: Meeting, April 27-28, 1954. 

Effective: June 23, 1954. 

Filed with CAB: May 26, 1954. 

CAB action: Approved July 8, 1954, Agreement CAB No. 7033—A-1. 

Concurred in by all regular members and by the following associate member : 
Trans-Canada Air Lines. 
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AIR TRANSPORTATION EXCHANGE ORDER FOR USE BY AGENTS 


Resolved, That each member which issues envelope-type exchange orders to 
its agents shall, after its present supply of such orders is exhausted, utilize the 
standard form of Air Transportation Exchange Order shown in appendix A 


attached. 


Adopted: Mail, March 9, 1948. 

Effective: March 19, 1948. 

Filed with CAB: March 11, 1948. 

CAB action: Approved October 31, 1951, contract CAB No. 1816. 


Amended: Meeting, Agency Committee, June 27-28, 1955. 

Effective : September 5, 1955. 

Filed with CAB: August 8, 1955. 

CAB action: Approved August 24, 1955, agreement CAB No. 1816—A1. 
Concurred in by all regular members. 


LeTTer TO DELINQUENT AGENTS APPEARING Twice DuRING YEAR ON MONTHLY LIsT 


Resolved, That whenever the name of an agent appears twice during a calendar 
year on the monthly list of agents to whom letters regarding delinquent remit- 
tances are sent by members, the executive secretary shall send the following 
letter to such agent (and a copy to the main office of the agent whenever a 
branch office is involved by certified or registered mail return receipt requested: 


“( Date) 


“GENTLEMEN : 

“We have received copies of letters sent to you by certain member airlines 
indicating that in each of 2 months this year, they failed to receive remittances 
or ‘no sales’ reports from your agency promptly after the dates specified in 
paragraph 5 of your Air Traffic Conference Sales Agency Agreement. Each 
of those letters also reminded you that failure to remit or report on time made 
your Sales Agency Agreement subject to suspension or termination under the 
provisions of its paragraph 15. 

“We believe that you should be aware that, under conference regulations, 
all member airlines who have appointed your organization as their authorized 
agent will be required to suspend the agreement with your agency, pending 
review of its eligibility by the Conference Agency Committee, in the event you 
fail to report or remit on time in any 2 additional months during the current 
calendar year, 

“Very truly yours, 








“Haeecutive Secretary.” 
Adopted: Meeting, April 20-21, 1949. 
Effective: June 5, 1949. 
Filed with CAB: May 13, 1949. 
CAB action: Approved October 31, 1951, contract CAB No. 3189. 


Amended: Mail, August 3, 1949. 

Hifective: September 3, 1949. 

Tiled with CAB: August 22, 1949. 

CAB action: Approved Oct. 31, 1951, contract CAB No. 3189-A. 


Amended: Mail, February 14, 1950. 

Effective: March 16, 1950, 

Filed with CAB: March 1, 1950. 

CAB action: Approved October 31, 1951, contract CAB No. 3189-—A-2. 


Amended: Mail, February 15, 1951. 

Effective: April 1, 1951. 

Filed with CAB: February 20, 1951. 

CAB action: Approved October 31, 1951, contract CAB No. 3189-A-3. 


Amended: Meeting, Agency Committee, December 5-7, 1955. 
Effective: February 20, 1956. 
F 'ed with CAB: January 81, 1956. 


CAB action: 
Concurred in by all regular members and by the following associate member: 


TRANS-CANADA AIR LINES. 
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SPONSORSHIP OF NEW AGENTS 


Resolved, That each member sponsoring a person for approval as an agent shall 
secure, in addition to the answers to the standard agency questionnaire, a current 
balance sheet of the person and three credit references (including the bank with 
which the person does business) of the person. In addition, the sponsoring 
airline shall furnish its own separate report of credit investigation of the person. 
The requirements for a current balance sheet, credit references, and credit report 
shall not apply in cases involving applications from bank travel departments, as 
defined in the Air Traffic Conference Agency resolution. 


Adopted: Meeting, April 20-21, 1949. 

Hffective: June 5, 1949. 

Filed with CAB: May 13, 1949. 

CAB action: Approved October 31, 1951, contract CAB No. 3184. 


Amended: Meeting, April 17-18, 1951. 

Effective: September 17, 1951. 

Filed with CAB: May 11, 1951. 

CAB action: Approved October 31, 1951, contract CAB No. 3184—A. 


Amended: Meeting, December 11-12, 1951. 

Effective: January 30, 1952. 

Filed with CAB: January 30, 1952. 

CAB action: Approved March 7, 1952, contract CAB No. 3184-A-3. 


Amended: Meeting, April 21-22, 1952. 

Effective: June 5, 1952. 

Filed with CAB: May 12, 1952. 

CAB action: Approved July 9, 1952, contract CAB No. 3184-A-+4. 


Amended: Meeting, November 17-20, 1952. 

Effective: January 11, 1953, 

Filed with CAB: December 16, 1952. 

CAB action: Approved February 16, 1953, contract CAB No. 3184—A-5. 


Amended: Meeting, Agency Committee, June 27-28, 1955. 

Effective: September 5, 1955. 

Filed with CAB: August 8, 1955. 

CAB action: Approved August 24, 1955, agreement CAB No. 3184-A-6. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 


INITIAL AGENCY FEE 


In addition to the initial annual agency féé payable pursuant to paragraph 20 
of the sales agency agreement, each person (as that term is defined in the Air 
Traflic Conference Agency Resolution) who becomes an agent or general agent, 
pursuant to said resolution, for the first time after December 31, 1950, shall be 
required to pay an entrance fee of $50, except that this requirement shall not 
apply (1) to an agent whose only authorized agency location has been approved 
pursuant to the proviso in the third sentence of section IV C of said resolution, 
(2) to any person who becomes an agent by acquiring the ownership of the 
business of another agent, or (3) to any person who pays an entrance fee to IATA. 

Adopted : Meeting, November 29-30, 1949, 

Effective: January 11, 1950. 

Filed with CAB: December 20, 1949. 

CAB action: Approved October 31,1951, contract CAB No. 3859. 

Amended: Meeting, October 12-13, 1950. 

Effective: January 1, 1951. 

Filed with CAB: November 10, 1950. 

CAB action: Approved October 31, 1951, contract CAB No. 3859—A. 

Amended: Mail, February 5, 1951. 

Effective: January 1, 1951. 

Filed with CAB: February 9, 1951. 

CAB action: Approved October 31, 1951, contract CAB No. 3859—A-2. 

77632—57—5t. 1, vol. 325 
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Amended: Meeting, April 17-18, 1951. 

Effective: December 31, 1951. 

Filed with CAB: May 11, 1951. 

CAB action: Approved October 31, 1951, contract CAB No. 3859—A-3. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 


PROCEDURE IN SUBMITTING AMENDMENTS OF SALES AGENCY AGREEMENT TO 
CONFERENCE AGENTS 


Resolved, That the conference shall adhere to the following procedure in sub- 
mitting each future amendment of the Air Traffic Conference Sales Agency 
Agreement to conference agents for execution: 

(a) Submit each amendment to all approved conference agents on or before 
the 90th day prior to the effective date of the amendment. 

(0) Sixty days after the above submission date, the conference shall: 

(1) Send a letter by certified or registered mail return receipt requested 
to each agent who has not returned a properly executed amendment inform- 
ing him that the sales agency agreement between his organization and the 
conference will be cancelled if his properly executed amendment to the 
agreement is not in hands of the conference by the 90th day after the above 
submission date ; 

(2) Issue a list in a conference bulletin of all agents who have not returned 
properly executed amendments. 

(c) On the 90th day after the above submission date, the conference shall: 

(1) Send a letter by certified or registered mail return receipt requested 
cancelling the sales agency agreement with each agency which has failed to 
return a properly executed amendment ; 

(2) Issue a list in a conference bulletin of agents who have failed to 
return properly executed amendments and whose agreements have therefore 
been cancelled. 


Adopted: Mail, October 22, 1951. 

Effective : November 21, 1951. 

Filed with CAB: October 23, 1951. 

CAB action: Approved March 26, 1952,? agreement CAB No. 5617. 

Amended: Meeting, agency committee, December 5-7, 1955. 

Effective: February 20, 1956. 

Filed with CAB: January 31, 1956. 

CAB action: Concurred in by all regular members and by the following 
associate member: Trans-Canada Air Lines. 





EXHIBITION SPACE AND ENTERTAINMENT ARRANGEMENTS AT CONVENTIONS OF 
SALES AGENTS 


Resolwed, 

(1) That members shall not purchase display space at international, national, 
regional, or district conventions or meetings of organizations comprised in whole 
or in part of passenger sales agents ; 

(2) That members shall engage only in informal entertainment at interna- 
tional, national, regional, or district conventions or meetings of organizations 
comprised in whole or in part of passenger sales agents, and shall not directly 
or indirectly engage in— 

: (a) scheduled parties (entertainment conducted at fixed or established 
times) ; 
(b) open house (conducted in public hotel rooms, halls, restaurants, clubs, 
etc., open to agents on the sole basis of their being agents) ; 
(c) announced entertainment (announced by bulletins, circulars, printed 
invitations, hotel activity boards, public address systems, or other public 
announcement) ; 


1 Subject to the condition that if, during the 90 days prior to the effective date of an 
amendment to the standard form of sales agency agreement, the Board either (1) orders 
a hearing on such amendment or (2) notifies the ATC in writing that further study of such 
agreement is deemed necessary, the amendment shall not become effective until 15 days 
subsequent to any approval thereof by the Board. 
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(d@) cosponsored entertainment (scheduled parties, open house or an- 
nounced entertainment sponsored or officiated at by a member and one or 
more other persons, firms, or corporations, whether or not any portion of 
the expenses thereof is borne by the member) : 

Provided, however, That subparagraphs (@), (b), (c), and (d) hereof shall not 
be deemed to prohibit the informal entertainment of such agents in private hotel 
suites or rooms occupied by representatives of a member. 

(3) That members shall not directly or indirectly contribute or distribute 
money, donations, souvenirs, presents, door prizes, or other gifts, whether or not 
paid for by the member, in connection with or at international, national, regional, 
or district conventions or meetings of organizations comprised in whole or in 
part of passenger sales agents: Provided, however, That the foregoing shall not 
prohibit the use for such purposes of materials or articles which are used by a 
member for general distribution in connection with the normal promotion of 
passenger sales, but shall prohibit the use or distribution of any materials or 
articles specially purchased for use or distribution at such conventions or 
meetings. 


Adopted: Meeting, October 12-13, 1950. 

Effective: November 1, 1950. 

Filed with CAB: November 10, 1950. 

CAB action: Approved November 8, 1951—Contract CAB No, 4833. 


Amended: Meeting, November 17-20, 1952. 

Effective: January 11, 1953. 

Filed with CAB: December 16, 1952. 

CAB action: Approved February 16, 19583—Contract CAB No. 4833-—A-1. 


Amended: Meeting, agency committee, December 5-7, 1955. 
Effective: February 20, 1956. 

Filed with CAB: January 31, 1956. 

CAB action: Concurred in by all regular members. 


NOTARIZATION OF AGENT’S SIGNATURE ON SALES AGENCY AGREEMENT 


Resolved, That (@) when the sales agency agreement is next amended for 
another purpose, the agreement be revised to include a space for notarization 
of the agent’s signature at his expense; and (b) whenever in the future any 
supplemental agreements to the sales.agency agreement are executed by agents 
either through the Air Traffic Conference or through members of the conference, 
a space be included on each supplemental agreement for the notarization of 
the agent’s signature. 


Adoped: Meeting, October 12-13, 1950. 

Effective: December 1, 1950. 

Filed with CAB: November 10, 1950. 

CAB action: Approved November 8, 1951—Contract CAB No. 4830. 
Concurred in all regular members. 


FREE AND REDUCED RATE INTERLINE TRANSPORTATION FOR TRAVEL AGENTS AND/OR 
Tour CONDUCTORS 


Resolved, That members shall adhere to the following procedure in the issuance 
of free and reduced fare interline transportation for travel agents and/or tour 
conductors : 


A. General 


Free and reduced fare interline transportaion via the services of members 
may be provided, in connection with overseas and foreign air transportation 
only, to travel agents and/or tour conductors in accordance with the conditions 
published in applicable tariffs. Transportation for tour conductors shall be 
isued on a positive basis. 


B. Application and approval 


Application for such transportation may be submitted by the travel agency 
management to any one, but only one, of the members involved in the trans- 
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portation and must contain the information prescribed in the applicable tariffs 
of each such member. The member to which application is made shall apply, 
by letter or wire, to other members involved in the. transportation for authority 
to issue the transportation via such other members. Transportation will be 
furnished at a free or reduced fare only when approved by the proper official, 
as named in applicable tariffs, of each member involved in the transportation. 


C. Ticket issuance 

When authorization for issuance of free or reduced-fare interline transporta- 
tion is received by the member to which application is made, it shall issue the 
standard interlive ticket for such transportation, marked as follows: 

(a) If free conductor’s ticket, mark ticket “Free” in “Fare” section. If 
tour conductor is allowed 50 percent reduction, show fare collected in 
“Fare” section. Mark “TG” in the unnamed box to the left of the “Name of 
passenger” section. 

(6) If travel agent is allowed 75 percent reduction, show fare collected in 
“Fare” section. Mark “AD” in the unnamed box to the left of the “Name of 
passenger” section. 

Such ticket is not transferable and shall not be used by anyone other than 
the person to whom it is issued. If anyone attempts to use it for any purpose 
other than that intended, that person is in violation of tariff regulations and the 
ticket shall be canceled immediately. 


D. Reporting 

The office of the member which issued the ticket shall attach each letter or 
wire giving authorization to the auditor’s coupon of the ticket issued, report 
its issuance in the usual manner, and retain a copy of such authorization 
in its file. 


Adopted: Meeting, October 12-13, 1950. 

Effective: December 1, 1950. 

Filed with CAB: November ‘10, 1950. 

CAB action: Approved March 7, 1952—Agreement CAB No. 4828. 


Amended: Meeting, December 11-12, 1951. 

Effective: January 30, 1952. 

Filed with CAB: January 30, 1952. 

CAB action: Approved March 7, 1952—Agreement CAB No. 4828-A-1. 


Amended: Mail, January 30, 1958. 

Effective: March 1, 19538. 

Filed with CAB: January 30, 1953. 

CAB action: Approved March 27, 1953—Agreement CAB No. 3828-—A-2. 


Amended: Meeting, April 28-30, 1953. 

Effective: June 10, 1953. 

Filed with CAB: May 18, 1953. 

CAB action: Approved July 15, 1958—Agreement CAB No, 4828-A-3. 


Amended: Meeting, Ticketing and Baggage Committee, July 26-28, 1955. 

Effective: October 7, 1955. 

Filed with CAB: September 8, 1955. 

CAB action: Approved October 3, 1955—Contract CAB No. 4828—A-4. 

Concurred in by all regular members and by the following associate member: 
Pan American World Airways, Ine. 





WAIVERS TO FINANCIAL INSTITUTIONS IN OPENING TRUST ACOOUNTS 


Resolved, That the Executive Secretary and the Assistant Executive Secretary 
of the Air Traffic Conference of America, or either of them, be and they (he) 
hereby are (is) authorized, for and on behalf of each of the members of the 
Air Traffic Conference of America, to execute and deliver to banks and other 
financial institutions in which ATC approved Agents, signatories to the amended 
ATC Sales Agency Agreement, and appointed by the several members, may 
establish the “(name of Agent) Trust Account for Members of Air Traffic 
Conference of America” provided for in paragraph 5 of said amended Agreement, 
such waivers and assurances or other evidence in writing as said banks or other 
financial institutions may require in order to permit the opening of such Trust 
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Accounts, relieving said banks or other financial institutions from any responsi- 
bility for policing said accounts, including, without limiting the generality 
thereof, a determination of the origin of the funds deposited therein by the 
Agent or whether they are the proceeds of the sale of air passenger transporta- 
tion and other services of members of the Air Traffic Conference or otherwise, 
a determination of whether the payee carrier is or is not a member of the Air 
Traffic Conference or whether the payee is or is not entitled to the proceeds of 
any check drawn on said Trust Account, or the apportionment between or among 
the carriers of any funds deposited in said Trust Account; authorizing the co- 
mingling in said Trust Account of proceeds received by said Agent from the 
sale of air passenger transportation and other services of the air carriers 
appointing said Agent; authorizing said Agent as Trustee of said Trust 
Account to draw checks thereagainst, as provided in paragraph 5 of the amended 
Agreement; and in general to execute such instruments, perform such acts and 
do such things as may be necessary or appropriate to assist said Agents in the 
opening of said Trust Accounts. 


Adopted: Mail, June 27, 1951. 

Effective: July 27, 1951, 

Filed with CAB: July 3, 1951. 

CAB action: Approved November 8, 1951—Contract CAB No. 53738. 


Amended: Meeting, agency committee, June 27-28, 1955. 

Effective: September 5, 1955. 

Filed with CAB: August 8, 1955. 

CAB action: Approved September 2, 1955—Agreement CAB No. 5373—A-1. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 


ANNUAL AGENCY FEES 


Resolved, That— 

(1) Commencing with the calendar year 1952, the annual agency fee shall be 
$20 for the main office, and $10 for each branch office, of each agent named on the 
Air Traffic Conference agency list, with a maximum of $300 for each agent; 

(2) The executive secretary shall endeavor to arrange with IATA for the 
submission to each agent of a single billing covering the annual agency fees due 
to both organizations, the combined fees not to exceed $40 for the main office 
and $20 for each branch office of the agent, with a maximum of $600 for each 
agent, and for the distribution of the proceeds. 


Adopted: Meeting, April 17-18, 1951. 

Effective: December 31, 1951. 

Filed with CAB: May 11, 1951. 

CAB action: Approved September 7, 1951—Agreement CAB No. 5044-A-5. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 


LETTER OF INSTRUCTION TO TRAVEL AGENTS REQUIRING THE ISSUANCE OF THE 
TicKET Stock oR DxCHANGE ORDERS OF ORIGINATING CARRIER 


Due to lack of a uniform procedure relative to interline ticketing by travel 
agents, certain problems have been created both for agents and also for carriers. 
Use of more than 1 airline’s ticket stock to cover 1 continuous interline passage, 
for example, means extra work for the agent and less control by the airline 
of continuing space held on connecting airlines. Consequently, the practice of 
issuing tickets in this fashion has contributed to the no-show problem and has 
also complicated the airlines’ task of accounting for revenues and agency com- 
missions. 

I have been instructed by the airlines who are members of the Air Traffic Con- 
ference of America, therefore, to promulgate the following instructions on their 
behalf: 

(1) Please issue only 1 airline’s ticket stock (including conjunction tickets) or 
exchange order to cover continuing passage over 2 or more airlines. 

(2) If you hold the ticket stock or exchange orders of the originating airline, 
please issue the paper of that airline to cover the entire transportation. 
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(3) If you do not hold the ticket stock or exchange orders of the originating 
airline, and have not been authorized to draw your own exchange orders against 
that airline, you may issue the ticket or exchange order of any other airline 
participating in the transportation. 

These instructions relate to sales made under your ATC sales agency agree- 
ment, of course, and we request your adherence to them in accordance with your 
commitments under sections 2, 4, and 13 of that contract. 


Adopted : Meeting, November 17-20, 1952. 

Effective: January 11, 1953. 

Filed with CAB: December 16, 1952. 

CAB action: Approved February 16, 1953—Agreement CAB No. 6686. 


Concurred in by all regular members and by the following associate memher- 
Trans-Canada Air Lines. 





INDUSTRY AGENCY AUDITING PROCEDURE 


Resolwed, That in order to assure more effective audits of the books and rec- 
ords of travel agents who are authorized, under Air Traffic Conference sales 
agency agreements, to represent members of the Air Traffic Conference— 

(1) The audit committee of the Airline Finance and Accounting Conference 
shall have authority to develop and administer a program for conducting periodic 
audits of the books and records of travel agents who are parties to the Air Traffic 
Conference sales agency agreement and to prescribe from time to time the policies 
and procedures to be followed in carrying out the program. 

(2) Auditors designated by the audit committee of the Airline Finance and 
Accounting Conference shall have authority to audit the books and records of 
any travel agent who is a party to an Air Traffic Conference sales agency agree- 
ment on behalf of all carriers which such agent then represents under such 
agreement. 

(3) Auditors so designated shall treat as confidential information concerning 
the amount of the transportation sold by any travel agent over the lines of any 
individual carrier; such information shall not be disclosed to any other carrier. 

(4) Copies of the report of any audit of the books and records of such a 
travel agent shall be forwarded to each carrier which such agent then represents 
under the Air Traffic Conference sales agency agreement. 


Adopted : Mail, September 30, 1954. 

Effective : October 30, 1954. 

Filed with CAB: October 7, 1954. 

CAB action: Approved May 3, 1955—Agreement CAB No. 8320. 


Concurred in by all regular members and by the following associate member : 
Trans-Canada Air Lines. 


SHARING OF AGENCY FuNDS FOLLOWING AGREEMENT TERMINATION AFTER 
INDUSTRY AUDIT 


Resolved, That if within 45 days after an audit conducted on behalf of all 
appointing members of the conference, the Air Traffic Conference sales agency 
agreement with any agent is terminated as a result of the audit and the agent 
is unable to pay in full his obligations to all such members, such members will 
share all funds collected by any of them from such agent after the date of 
such audit in proportion to the amounts owed to each such member by such 
agent on the date of such audit, plus all additional obligations to each such 
member incurred by such agent after such date. 


Adopted : Meeting, Air Traffic Conference, May 4—5, 1955. 
Effective : June 16, 1955. 

Filed with CAB: May 18, 1955. 

CAB action: Approved June 15, 1955—Agreement CAB No. 8949. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 
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ESTABLISHMENT OF ATC TRAVEL AGENTS Poticy COMMITTEE 


Resolwed, (a) That there is hereby authorized to be created a special com- 
mittee, to be known as the ATC Travel Agents Policy Committee, which shall 
consist of four members to be appointed by the executive committee. Of the 
4 original members of the ATC Travel Agents Policy Committee, 2 members 
shall be appointed for a term of 1 year, and 2 members for a term of 2 years. 
Thereafter all appointments shall be for a term of 2 years except in cases where 
the appointment is made to fill a vacancy for the balance of an unexpired term. 

(b) That the ATC Travel Agents Policy Committee shall have the responsi- 
bility (1) of maintaining liaison with representatives of the travel agency 
industry ; (2) of exploring with them problems arising out of the airline-agency 
relationship and the ways and means of eliminating sources of friction between 
the parties and otherwise improving the relationship for the mutual benefit of 
the parties; and (3) of advising the conference on matters affecting the rela- 
tionship. 

(c) That, in discharging its responsibilities, the ATC Travel Agents Policy 
Committee shall (1) undertake to meet with representatives of the travel agency 
industry at least semiannually and (2) meet within 10 days after the close of 
each agency committee meeting to review the recommendations of that com- 
mittee, except meetings at which the agency committee acts only on the quali- 
fications of agents. 


Adopted : Meeting, Air Traffic Conference, May 4-5, 1955. 
Effective : June 16, 1955. 

Filed with CAB: May 18, 1955. 

CAB action: Approved June 15, 1955—Agreement CAB No. 8948. 


Amended : Meeting, Air Traffic Conference, November 1-2, 1955. 

Effective : December 9, 1955. 

Filed with CAB : November 17, 1955. 

CAB action : Approved December 8, 1955—Agreement CAB No. 8948—A-1. 


Concurred in by all regular members and by the following associate member: 
Trans-Canada Air Lines. 


[H. Rept. 2420, 82d Cong., 2d sess.] 


The Committee on Interstate and Foreign Commerce, to whom was referred 
the bill (S. 2690) to amend the Civil Aeronautics Act of 1938, as amended, to 
make unlawful certain practices of ticket agents engaged in selling air trans- 
portation, and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


Under existing law the Civil Aeronautics Board has jurisdiction to require air 
carriers to desist from engaging in unfair and deceptive methods of competition 
in air transportation (sec. 411). The law also provides that it is a misdemeanor 
for an air carrier knowingly and willfully to furnish transportation at less than 
the lawful rates, or to grant rebates or other concessions (sec. 906 (d)). 

The purpose of the proposed legislation is to bring ticket agents who are 
engaged in selling air transportation within the scope of these provisions. 


PROVISIONS 


The bill will amend sections 1, 411, and 902 (d) of the Civil Aeronautics Act. 
Section 1, as amended, will define ticket agents for the purpose of the act. Sec- 
tions 411 and 902 (d), relating to unfair methods of competition, and providing 
penalties for violations of the act, will, as amended, extend their coverage to 
ticket agents. 

JUSTIFICATION 


The necessity for the proposed legislation is occasioned by the fact that a 
number of ticket agents have engaged in flagrant abuses and deceptions in the 
sale of air transportation to the great detriment of the public. For example, 
ticket agents have engaged in such practices as the following: 

(1) Deceptive advertising and other public representations which induce the 
public to believe that the agent is an air carrier and to rely on such agent to 
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provide the air transportation service offered when in fact the agent is not 
authorized to engage in air transportation but is depending upon the performance 
of the service by some authorized air carrier undisclosed to the prospective 
passenger and in many instances unknown to the agent at the time the representa- 
tion is made or the same is consummated. 

(2) Deceptive and misleading advertising and other public representation as 
to the quality and kind of service, cost, type, and size of aircraft, times of 
departure and arrival, points served, route to be flown, stops to be made, and 
total trip time from point of departure to designation. 

(8) Offer and sale of air transportation without regard to the rates, fares, and 
charges specified in the tariffs of air carriers represented, discriminating between 
passengers, charging some more and some less than lawful tariff rates, demanding 
and collecting extra improper charges which in some instances are exacted to 
make up the difference between the lower rate offered purposely as a “come-on” 
to bring the prospective purchaser to the agent’s place of business and the correct 
rate which should have been advertised to the public. 

(4) Selling air transportation on a reservation basis when the agent has no 
binding commitment with any air carrier to provide the service. In such in- 
stances the passenger is later informed that the flight will be delayed or he 
finds upon arrival at the airport that there is no space for him or that there is 
no flight as represented. The passenger then must wait until the agent finally 
arranges for his passage on another flight or another carrier which may be hours 
or days later and may be at a higher fare or under less desirable circumstances 
or on less desirable types of aircraft than that represented at the time of sale. 

(5) Falsely representing that passengers are directly insured in large amounts 
when in fact no such insurance is in force. 

(6) Falsely representing that special “priorities” for reservations and special 
discounts are available, particularly for persons in military service, when in fact 
no such special considerations are available. 

(7) Failure and refusal to make proper refunds when flights are not available 
or only partially completed. 

These practices arose with the development of the irregular air-carrier opera- 
tions after the close of World War II and have become more widespread and 
serious each year. The seriousness of the problem is indicated by the following 
articles by William Longgood which were printed in the Washington Daily News 
February 12 and 13, 1952: 


“Smarpires Not Bounp By LAw—NONSKED ABUSES TRACED TO SHADY TICKET 
AGENTS 


“(By William Longgood) 


“Most of the ill will directed against nonscheduled airlines can be traced 
directly to dishonest ticket agents. 

“Take the man who bought a ticket to Boston. He was dined and taken to a 
show by the agent, but when he went to board the plane it never materialized. 

“Or the 50 servicemen stranded in New York when a nonsked failed to show up 
to take them to the west coast. 

“Or the agent who advertises flights to California for $88, but when you go to 
buy he has only more expensive seats left. 

“Or the passenger who discovers he paid more for his ticket than the man be- 
side him and less than the one in front. 

“Or the man who waited 6 months without getting a refund—and the multi- 
tudes who never got their money back. 

“Or countless passengers who answered ads for four-engine luxury liners and 
found only two-engine planes and overcrowded bucket seats. 

“Against these and other abuses flows a torrent of complaints—almost always 
directed against the nonsked airlines. And herein lies the heart of the confusion. 

“Ticket agencies are not owned by the nonsked carriers, at least not on the 
record. Otherwise they would be under Civil Aeronautics Board control. But 
many agencies take names or design their ads to mislead the public into believing 
they are carriers. Carriers are the companies that own and fly the planes. 

“No one has jurisdiction over the agencies. They are neither licensed nor 
registered. For the dishonest agents this has let them gouge, mislead, and fleece 
the public as well as the carriers. 
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“SELLING PASSAGE 


“No one is more eager to drive the cheats out of business than the honest agents 
and carriers. They have applauded requests for legislation to license them. 
The CAB wants Congress to put ticket agencies under its control. 

“But, meanwhile, unscrupulous agents are trying to squeeze out the last buck 
before they’re ousted. One of the gimmicks they’ve made capital of is the 
method of selling passage on nonskeds. It works like this: 

“Most of the big nonsked lines are represented by a general agent. His 
job:is to fill the line’s departing planes with fares. But if he can’t sell enough 
tickets himself, he notifies other agencies of the plane’s approximate departure 
time and they also sell passages. 


“EXCHANGE ORDER 


“Only the general agent or an authorized travel agency can sell tickets for the 
line he represents. Other agents sell an XO—exchange order. This is merely 
a token or promissory note for a ticket. It contains no commitment that the 
flight will take off ; it may even state the order isn’t a flight guaranty. 

“The passenger must take his XO to the airport where the nonsked, theoreti- 
eally, at least exchanges it for a ticket. But here are some of the surprises he 


may run into: 
“NO PROSECUTION 


“Some 100 people have been sold seats on a 50-passenger plane. 

“The line won’t honor the XO because the agent owes the carrier money. 

“The XO costs less than the tariff (the fare authorized by the CAB) and our 
passenger will have to ante up the difference. 

“The flight will be delayed a few hours (or days), which generally means until 
the agent finds more passengers or a plane to haul them. 

“All of these things can and do happen. They happen with unhappy regularity. 
And agents get away with them. Why? 

“Because of a curious quirk in the law that stipulates a person can’t be crimi- 
nally prosecuted for failing to deliver on a promise to supply a ride and for failure 
to refund the money. The buyer’s only recourse is a civil court action, which 
could cost more than the refund’s value. 

“So the dishonest agents get richer and the entire nonsked field gets another 
black eye. 

“Most of the chiseling agents are independents who represent no line. How 
many there are is anybody’s guess. 


AUCTIONS LOAD 


“One of their favorite tricks is to sell a planeload of fares and then shop for a 
earrier to deliver it while the passengers wait. In one notorious case an agent 
sold 50 passengers to Puerto Rico at $60 each, then had carriers bid for the job. 
The low bidder transported the passengers at $11 a head, the agent pocketing 
the rest. 

“The CAB investigated but couldn't take action; full tariff rates had been paid 
by the passengers. 


“MISLEADING AND PHoNny Bair—ANYTHING GOES IN SHADY NONSKED AGENCY ADs 
“(By William Longgood) 


“Fly from California to New York for $13.20. 

“That’s what the ad saffl. But in tiny letters under the bold figurs was this 
notation: ‘Tax.’ And under that: ‘Plus fare.’ In almost invisible print was 
the admission: ‘Nonscheduled.’ 

“Misleading and phony advertising is the bait with which dishonest ticket 
agencies have helped skyrocket nonscheduled flying to an estimated business of 
$60 million a year—and made lots of enemies for the industry. 

“This is one phase of this fabulous business the Civil Aeronautics Board now is 
investigating to determine if it has a place in aviation today. 

“Better Business Bureau files are loaded with complaints against ticket agen- 
cies who misrepresented what the carriers—the companies that own and fly the 
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planes—offer. Many agencies have falsely advertised themselves as carrier air- 
lines. They spend huge amounts promoting business—most of it in radio adver- 
tising with a midway flavor. 

“One agency, before being slapped down by New York’s BBB, made these 
claims: 

“ ‘Regularly scheduled departures.’ (Nonskeds aren’t allowed to fly on sched- 
ule. ) 

“ «The most luxurious superflights.’ (Crowded bucket seats.) 

“ ‘Delicious meals.’ (Box lunches.) 

“No lower Government fare.’ (His was $88 to California; there were others 
for $77.) 

“Dependable service. (BBB called it extremely undependable). The same 
agency also implied it was.a carrier. 


“ADVERTISING CODE 


“The agency toned down its ads after the bureau had set up a code of adver- 
tising for ticket agencies. 

“The better-business bureau’s records also show how another agency sneaked 
around a CAB order preventing nonsked flights from carrying passengers out of 
the United States. It advertised a flight to Rome at a bargain fare, then flew 
the cut-rate pilgrims to Canada by scheduled airline. From there they were 
transferred to a nonsked plane for the trip abroad. 

“Dishonest agencies, unlicensed and uncontrolled, have been parasites on the 
industry since it started after World War II. Despite efforts of their honest 
brothers to clean house they have continued to bleed and sabotage the nonskeds. 


“PATRONS CLIPPED 


“They have exploited loopholes in the law mercilessly to get away with their 
unscrupulous practices. And with two exceptions they’ve got away with it. 

“The usual arrangement is for agents to sell passage on a commission of from 
5 to 35 percent. But some ‘sharpies’ have got up to 80 percent from hard-put 
carriers. 

“CAB has asked the carriers to accept passengers only from agents with whom 


they have contracts and to police the agents themselves. But to date this hasn’t 
proved too effective. 


“LINKS MASKED 


“One reason may be because some carriers own the agencies representing them 
but mask the alliance to avoid responsibility for the agent’s acts. This dark 
suspicion is being looked into as part of the CAB’s current investigation of the 
industry. 

“During the last 2 years honest agencies have tried to clean their ranks by form- 
ing associations and adopting codes of ethics and advertising standards to end 
illegal practices. A better business bureau official recently noted that ‘the 
volume and basis of complaints have diminished but have not yet been completely 
obliterated.’ ” 

The abuses of certain ticket agents serving the irregular air carriers was dis- 
cussed by the Senate Committee on Small Business in its annual report for 
1951. On page 247 that committee reported in part as follows: 

“An important aspect of the nonscheduled problem is the irresponsible way in 
which the public has often been handled. * * * Part of the explanation lies 
in the fact that the nonscheduled airlines must deal through ticket agencies 
* * * from an economic standpoint they are forced to rely on independent 
ticket agents to pool their services. Many of these agents have engaged in highly 
unethical business practices. Fortunately better business bureaus in many 
cities have cracked down on some of the more flagrant concerns * * *,.” 

Since July 1, 1948, the Civil Aeronautics Board has received 538 informal com- 
plaints from members of the public, including many from Members of Congress, 
better business bureaus, and local agencies, regarding such practices, and is 
now receiving several hundred such complaints each year. During the calendar 
year 1951 alone the Board states that it received approximately 200 complaints 
from members of the public concerning such improper activities and practices 
which have resulted in mistreatment, great inconvenience, financial loss, and 
other hardships. Information indicates that many other such complaints which 
did not come directly to the Board’s attention were received during the same 
period by the Federal Trade Commission and the better business bureaus and 
the local law-enforcement agencies in a number of cities. 
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The Board states that it has used its existing powers to the full in an effort to 
stamp out these practices. Among the steps which the Board has taken are 
the following: 

(1) Adopted regulations applicable to the air carriers regarding their relation- 
ships with ticket agents, which regulations require (@) that agreements between 
carriers and agents be reduced to writing and filed with the Board, (b) the 
issuance of tickets of the carrier to the passenger at the time of sale, (c) that 
settlement between carriers and agents be made on basis of written invoices 
showing specified information, and (d@) the submission of samples of advertising 
material of the carrier. 

(2) Encouraged action by and cooperated with better business bureaus, the 
Federal Trade Commission, and local law-enforcement agencies. 

(3) Attempted informally by letter and conferences to induce ticket agents 
voluntarily to discontinue such practices. 

(4) Attempted to discourage these practices by publicizing them in formal 
enforcement proceedings and investigations involving air carriers.’ 

Notwithstanding these Board actions, the improprieties and abuses on the 
part of ticket agents continue unabated and the Board is unable to deal effec- 
tively with the situation. 

Because such practices are widespread and because the Board, under its 
present statutory powers, lacks the ability to curb them, many members of the 
public are being subjected to mistreatment, great inconvenience, and other 
hardships against which the traveling public should be protected. Moreover, 
the continuation of such treatment has and will retard public acceptance of 
air transportation, discourage the growth and development thereof, and hinder 
the performance by the Board of its duties and responsibilities under the act, 
all of, which adversely affects interstate commerce in particular and the public 
interest generally. 

If the proposed amendments are adopted, so as to grant the Board the power 
it now lacks, it can attack these improper activities directly by the issuance of 
cease-and-desist orders after notice and hearing in administrative hearings and 
by seeking injunctions and the imposition of fines in the United States district 
courts. In addition, the existence of such formal sanctions should enable the 
Board to accomplish a great deal toward obtaining voluntary compliance through 
informal enforcement action. 

The proposed legislation was drafted and sponsored by the Civil Aeronautics 
Board. Attached to this report are letters addressed to Chairman Robert 
Crosser from Donald W. Nyrop, Chairman of the Civil Aeronautics Board, and 
from A. Devitt Vanech, Deputy Attorney General, as well as a communication 
signed by Thomas W. Davis, Acting Secretary of Commerce, and addressed to 
Hon. Edwin C. Johnson, chairman of the Senate Committee on Interstate and 
Foreign Commerce. 


EXPLANATION OF BILL BY SECTIONS 


Section 1 of the bill amends section 1 of the Civil Aeronautics Act of 1938 by 
inserting a definition of “ticket agent.” Paragraph (32) is renumbered as (33). 
“Ticket agent” is defined as any person, not an air carrier or a foreign air carrier 
or an employee thereof, who, as principal or agent, sells or offers for sale any 
air transportation or negotiates for, or holds himself out by solicitation, adver- 
tisement, or otherwise as one who sells, provides, furnishes, contracts or 
arranges for, such transportation. 

Section 2 of the bill amends section 411 of the Civil Aeronautics Act of 1938, 
as amended, which relates to “Methods of competition.” The term “ticket agent” 
is added to the section so as to authorize the Board to investigate and determine 
whether any ticket agent is engaged in unfair or deceptive practices or unfair 
methods of competition in air transportation or the sale thereof. The Board is 
authorized to order a ticket agent found to be engaged in such practices or unfair 
methods of competition to cease and desist therefrom. 

Section 3 of the bill amends section 902 (d) of the Civil Aeronautics Act of 
1938, as amended, relating to “Granting rebates.” This paragraph of the section 
is amended by adding the term “ticket agent” so that it becomes unlawful for 


1 Investigation of Large Irregular Carriers, docket No. 3450, instituted August 11, 1948: 
Standard Air Lines, Inc., Non-certificated erations, docket No. 3357, decided June 20, 
1949; American Air Transport and Flight School, Inc., Non-certificated Operations, docket 
No. 3405, decided February 15, 1950; Viking Airlines et al. Non-certificated Operations, 
docket No. 3447, decided June 5, 1950; Trans American Airways, Inc., and Great Lakes 
Atrlines, Inc., docket No. 4161, decision pending; New England Air Express, Inc., docket 
No. 5182, action pending. 
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a ticket agent, as well as an air carrier or foreign air carrier or its officer agent, 
employee or representative, to knowingly or willfully grant or give any rebate 
or other concession in violation of the act. The paragraph provides that a 
person guilty of doing so shall be deemed guilty of a misdemeanor and, upon 
eonviction, shall be subject for each offense to a fine of not less than $100 and 
not more than $5,000. 

Section 4 of the bill provides that nothing contained in the proposed act shall 
be construed to enlarge or extend the jurisdiction of the Civil Aeronautics 
Board over transportation not subject to the Civil Aeronautics Act of 1938, 
as amended. 

Section 5 of the bill provided that the proposed act will become effective apon 
enactment. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as passed the Senate, 
are shown as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, existing law in which no change is 
proposed is shown in roman) : 


THE CIVIL AERONAUTICS ACT OF 1938 


TITLE I—GENERAL PROVISIONS 


Sug, 245%. 8% 
* « * * * € * 

(82) ‘Ticket agent’? means any person, not an air carrier, or a foreign air 
carrier and not a bona fide employee of an air carrier or foreign air carrier, who, 
as principal or agent, sells or offers for sale any air transportation, or negotiates 
for, or holds himself out by solicitation, advertisement, or otherwise as one 
who sells, provides, furnishes, contracts or arranges for, such transportation. 

([(32)] (38) *** 


* * * *” * * * 


TITLE IV—AIR CARRIER ECONOMIC REGULATION 


METHODS OF COMPETITION 


Sec. 411. The [Authority] Board may, upon its own initiative or upon com- 
plaint by any air carrier [or], foreign air carrier, or ticket agent, if it considers 
that such action by it would be in the interest of the public, investigate and deter- 
mine whether any air carrier [or], foreign air carrier, or ticket agent has been or 
is engaged in unfair or deceptive practices or unfair methods of competition in 
air transportation or the sale thereof. If the [Authority] Board shall find, 
after notice and hearing, that such air carrier [or], foreign air carrier, or ticket 
agent is engaged in such unfair or deceptive practices or unfair methods of com- 
petition, it shall order such air carrier [or], foreign air carrier, or ticket agent 
to cease and desist from such practices or methods of competition. 

* * * LI * oF a 


GRANTING REBATES 


Sec. 902. * * * 

(d) Any air carrier [or], foreign air carrier, or ticket agent, or any officer, 
agent, employee, or representative thereof, who shall, knowingly and willfully, 
offer, grant, or give, or cause to be offered, granted, or given, any rebate or 
other concession in violation of the provisions of this Act, or who, by any device 
or means, shall, knowingly and willfully, assist, or shall willing suffer or per- 
mit, any person to obtain transportation or services subject to this Act at less 
than the rates, fares, or charges lawfully in effect, shall be deemed guilty of a 
misdemeanor and, upon conviction thereof, shall be subject for each offense to a 
fine of not less than $100 and not more than $5,000. 

Criviiz AERONAUTICS Boarp, 
Washington 25, May 21, 1952. 
Hon. Rosert Crosser, 
Chairman, Committee on Interstate.and Foreign Commerce, 
House of Representatives, Washington, D. OC. 


Dear Mr. Crosser: This is in reply to your letter of May 14, 1952, asking the 
Board for a report on S. 2690 an act to amend the Civil Aeronautics Act of 1938, 
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as amended, to make unlawful certain practices of ticket agents engaged in selling 
air transportation, and for other purposes. 

Except for the addition of two new sections, this act is identical to H. R. 
7218 which the Board strongly endorsed in its letter to you of April 18, 1952. 
The new sections, to which the Board has no objection, read as follows: 

“Seo, 4. Nothing contained in this act shall be construed to enlarge or extend 
the jurisdiction of the Civil Aeronautics Board over transportation not subject to 
the Civil Aeronautics Act of 1938, as amended. 

“Sxro. 5. This act shall be effective upon enactment.” 

It is the Board’s understanding that section 4 was added to make certain that 
the Board’s authority would not be extended to cover the activities of ticket 
agents in the sale of surface transportation as distinguished from air transporta- 
tion. The Board believes the addition is unnecessary, but has no objection to it. 
It is the Board’s understanding that section 5 was added to make certain that the 
act should come into operation upon its enactment and not have any retroactive 
effect. With respect to this, also, the Board believes the addition is unnecessary, 
but has no objection to it. 

The Board believes that this legislation is urgently needed and recommends 
prompt passage of 8. 2690. 

Sincerely yours, 
DONALD W. Nyrop, Chairman. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, May 27, 1952. 
Hon. RoBERT CROSSER, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 2690) to amend the Civil Aero- 
nautics Act of 1938, as amended, to make unlawful certain practices of ticket 
agents engaged in selling air transportation, and for other purposes. 

The bill would amend section 1 of the Civil Aeronautics Act of 1938, as amended 
(49 U. S. C. 401), by adding a new paragraph defining the term “ticket agent.” 
The bill would also amend section 411 of the act (49 U. 8S. C. 491) prohibiting 
unfair or deceptive practices or unfair methods of competition in air transporta- 
tion, and section 902 (d) (49 U. S. C. 622 (d)) making unlawful the granting of 
rebates or concessions in the sale of air transportation so as to bring “ticket 
agents” within the scope of those sections. 

This Department is advised that the bill was introduced at the request of the 
Civil Aeronautics Board in order to combat the activities of a number of ticket 
agents who have engaged in flagrant abuses and deceptions in the sale of air 
transportation to the detriment of the general public. It is understood that the 
Board has attempted to correct such practices by resort to its existing authority 
and by proceeding through the Federal Trade Commission and other enforcement 
agencies. In this activity the Board has been but partially successful and be- 
lieves that the limited additional authority proposed to be granted by the bill 
would enable it to proceed with greater efficiency in such matters. Under existing 
law, it has often been necessary for the Board to attempt to prove that persons 
engaged in the sale of air transportation are covered technically by the classifica- 
tion “indirect air carrier” as such term is defined in the act. In a number of 
instances this has placed a substantial burden on the Board, and the effort to 
restrain such unwarranted activities by ticket agents has not been altogether 
successful. 

The ills within the field of air transportation sought to be cured by the proposed 
legislation are not new to the transportation industry. The corrective action pro- 
posed to be taken is also not within legislative precedent. A review of the legis- 
lative history of the Motor Carrier Act of 1935, now part II of the Interstate 
Commerce Act (49 U. 8S. C. 301 et seq.), discloses that similar deceptive and 
abusive practices by persons engaged in the sale of transportation by motor vehicle 
led to the enactment of Federal legislation regulating such persons and their activ- 
ities (secs. 204 and 211 of the Interstate Commerce Act, 49 U. S. C. 304, 311; 
Acme Fast Freight, Inc., Com. Car. Application, 2 M. C. C. 415, 435 (1937) : Regu- 
lation of Transportation Agencies, S. Doc. 152, 73d Cong., 2d sess.; Coordination 
of Motor Transportation, 182 I. C. C. 263, 279-280 (1982) ; Motor Bus and Motor 
Truck Operation, 140 I. C. C. 685, 702, 703 (1928) ). 
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The Department of Justice would have no objection to the enactment of the 


measure. 
The Bureau of the Budget has advised that there is no objection to the submis- 


sion of this report. 
Sincerely, 
A. Devitr VANECH, 
Deputy Attorney General. 
Aprit 14, 1952. 


Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. CO. 


Dear Mr. CHAIRMAN: This letter is in reply to your request of February 20, 
1952, for the views of this Department concerning 8S. 2690, a bill to amend the 
Civil Aeronautics Act of 1988, as amended, to make unlawful certain practices of 
ticket agents engaged in selling air transportation, and for other purposes. 

This bill would amend the Civil Aeronautics Act of 1938 by bringing ticket 
agents who are engaged in selling air transportation within the scope of section 411 
(methods of competition) and section 902.(d) (granting rebates). If legislation 
of this type is enacted, the Board’s jurisdiction to require air carriers to desist 
from engaging in unfair and deceptive methods of competition in air transporta- 
tion would be extended to ticket agents by inclusion of reference to the sale of 
air transportation as well as air transportation itself. Moreover, ticket agents, 
together with air carriers, would be prohibited from knowingly and willfully 
furnishing transportation at less than the lawful rates or granting rebates or 
other concessions. 

It appears that a number of ticket agents have engaged in flagrant abuses and 
deceptions in the sale of air transportation, to the great detriment of the public. 
The Civil Aeronautics Board says that it has received 538 informal complaints 
from the public regarding ticket agents’ practices since July 1, 1948. Despite 
certain actions taken by the Board, including issuance of regulations applicable 
to air carriers regarding their relationships with ticket agents, improprieties on 
the part of ticket agents continue unbated. The additional powers set forth in 
this act would provide for direct attack on such improprieties by the issuance of 
cease-and-desist orders and by seeking injunctions and the imposition of fines in 
United States district courts. 

This Department favors this legislation on the grounds, first, that the public 
interest requires additional regulation of the activities of ticket agents engaged 
in selling air transportation and, second, the Civil Aeronautics Board requires 
certain powers of control over these agents in order to discharge its duties and 
responsibilities under the Civil Aeronautics Act of 1938. However, the Depart- 
ment makes two reservations concerning our endorsement of this proposal. 

We feel that appropriate consideration should be given the question of the 
relationship between the regulatory role and jurisdiction of the Federal Trade 
Commission and the Civil Aeronuatics Board with respect to ticket agents, since 
the legislation proposed here would be in effet definitely grant certain regulatory 
powers to the Civil Aeronautics Board wh'ch have been within the purview of 
the Federal Trade Commission. The position of ticket agents in relation to 
more than one type of transportation should be considered from the standpoint 
of the proper regulatory agency for control purposes. The definition of “ticket 
agent” embraces all persons who sell air transportation. Thus this would give 
the Civil Aeronautics Board certain regulatory control over agents which sell 
joint transportation via air and surface carriers. Since the latter are subject 
to regulatory bodies other than the Civil Aeronautics Board, it might possibly 
be desirable to add language to the proposed bill which would indicate more 
clearly the relative jurisdictional sphere of the Board respecting ticket agents. 

Subject to the reservations noted above, this Department recommends enact- 
ment of S. 2690. 

Due to the pressure of time, we have been unable to secure clearance from the 
Bureau of the Budget on this report. 

If we can be of further assistance in this matter, please call upon us. 

Sincerely yours, 


THomas W. S. Davis, 
Acting Secretary of Commerce. 
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DISPOSITION OF TRAVEL AGENT APPLICATIONS, 1953-55 


In 1953, the committee considered applications from 225 new agent and new 
agency locations, out of which 47 were disapproved. The list of disapproved 
agents is as Shown in appendix N attached. 


Disapproved sponsored agents 


Agent Address 


Triangle Travel Service 226 West 2d St. 
Santa Maria Travel Association 102 South Broadway. 
Piero de Luise Travel Bureau 1546 Glenarm St. 


Stone Travel Agency 20 Butler St. 

A & B Travel Agency, Inc 108 Elm St. 
C 221 Bank St. 

Town and Country Travel Agency....| 44 Post Rd. 


eorgia: Macon Jo Abney Travel Agency 577 Mulberry St. 


Illinois: Chicago 22 Ledesma Travel Bureau 668-670 North Milwaukee Ave. 
— Stuart Travel Service 1050 Melrose Ter. 


issouri: 
Jefferson City O’Hara Travel Service 305 Monroe St. 
Kansas City 6 Douglass Travel Bureau 201 East 10th St. 
St. Louis 1 Travelmore, Inc Pine St. 


New Jersey: 
Joseph A. Riordan, Inc., d. b. a. | 315 Harrison Ave, 
Riordan Travel Agency. 
Peter Biro Travel Bureau 98 French St. 


1928 Mermaid Ave. 
104 Doughty Blvd. 
425 East 5ist St. 
Loucas & Peters Travel Agency, Inc..| 301 West 4Ist St. 
Trailways Travel Bureau Corp 625 8th Ave. 
Woodard Travel Service 303 West 42d St. 
Angelis Yankou Travel Agency 238 West 14th St. 
White Plains Travel Reservations, Inc 398 Mamaroneck Ave. 
North Dakota: Williston 0. J. Helland Co 8 East Broadway. 


James E. Fredo Travel Service........| Cottage Street at Erie Railroad, 
The Farmer National Bank & Trust | 4641 Main Ave. 


Co. 
Joseph Svete Travel Bureau 1782 East 28th St. 
id Anthony Knefely Travel Agent 16 West 2d St. 
Pennsylvania: Philadelphia 10.| Sugmund Travel B 1318 Land Title Bldg. 
Texas: Laredo we Montemayor 2111 Iturbide St. 
cn Milwaukee 3 M. Breitenbach Travel Bureau 1024 North 4th St. 
anada: 
British Columbia: 

Frederick Field Agencies 589 Cliffee Ave. 

Inter-National Travel Service 2630-A Douglas St. 

Marwon Travel Service 541 Fisgard St. 


Gilbert Travel Agen 365 Keele St. 
Rudolph Travel Service 89 Bloor St. West. 
Allied Travel Service 188 Pitt St. West. 
Klein Travel Service 17 Wyandotte St. East. 
Atlantic Travel Agency, Rg 6896 St. Lawrence Blvd. 
International Cosmopolitan Express | 5120 Park Ave. 

Co., Ltd., Travel Bureau. 


DISAPPROVED SPONSORED ADDITIONAL AGENCY LOCATIONS 


Florida: Miami 32 George Kronengold Travel Service, | 903 Chamber of Commerce Bidg., 
Inc. d. b. a. George Kronengold 141 North East 3d Ave. 
Travel Service. 
Woodard Travel Service. 3240 a 27th Ave., Avia- 
tion g. 
Illinois: Chicago 36 d 6319 South Western Ave. 
Maryland: Baltimore 1 
South Dakota: Sioux Falls--.- 411 South Phillips. 
Wisconsin: Madison Wisconsin Division American Auto- | 103 North Hamilton St. 
mobile Association. 
British Columbia: Campbell--. — Comox Travel Service, | Post Office Box. 
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In 1954, the agency committee considered applications from 135 new agents 
and new agency locations, out of which 100 were disapproved. The agents dis- 
approved in 1954 are shown in appendix O attached. 


(This sheet will replace p. 1 of Bulletin No. 246.) 





Disapproved sponsored agents 








Location Agent 
California: 

Beteley sn vnncns) ssnadn’ Cal-Farm Travel Service.............- 
Chico. __._........-..--..:} Triangle Travel Service !.......-...... 
Walgweed . oc cncsiincnsocen ND sina cnmictibemnmdinatdenelieae 
T68 AIM. ....<-ende>ethied Henri J. Ligtelyn Travel Counselor. -- 
San Francisco. ..........-- Doris Daly Travel Agency-_..-.....--- 

Geramoni Travel Service_..........-.- 
San Leandro_-_-.....-...-- Travel Unlimited of San Leandro--..-- 
TUlNO......<sibsamnscudenel Seeikiy 6 IGOR FW... venieandbdatuettnmend 


Colorado: Pueblo- ---- 
District of Columbia: Wash- 


Bvanston... ccchiéittis nets 
Peoria. 
Rockieed sds ccasintesrtsied 
Indiana: Winona Lake..-.....- 


Iowa 
Gedar BAO0GS 64. de ds 
Clinton ... 
Marshalltown. ....-.---.-- 
Newton 
Sioux Olbvsd oli i. Jcicen dct 
Massachusetts: Boston..-....~- 


New Jersey: 
Hasbrouck Heights... ...-. 


Madison. -_-_- wok 
New Brunswick.--..----.- 
Natleys.ccacieces oie shri 


Pompton Lakes. ._.. wn chased 
New York: 
POCA R csc cbirremesinnie 


Caledonia. .......4<<..-..6 
OE FER rcsncedn kent qrstn igeien 
Hollis (Queens) 
DAD REEY ne nnadatesdaneneetiion 
BROW OE ee enidudaentsane 


See footnote on p. 1813. 


Seott Vacation & Travel Service ! 
United States Travel Agency, Inc..... 


North’s Travel Bureau....._--- : 
Convention Services, Inc., doing busi- 
ness as Surfside Travel Bureau. 


Embassy Travel Service, Inc_..._----- 
Ledesma’s Travel Bureau......------- 


Peoples National Bank of Chicago. .-. 
Sebok Travel Service............-..... 
Pent Corners Tl PAV Ghecdipesduocoreen 
Mason Travel Burean..............-.- 
Alden Trave! Bureau. . 
Winona World Travel Service.....---- 


Don ©, Cook Travel Bureau. 
Louis J. Holm Travel Agency. 
McIntire Travel Ageney ! 
Jopson & Associates Travel Agents... 
Travel Unlimited of Sioux City....... 
Jiminy Cricket Travel Service. ..-...-- 
Holiday Travel Agency 





Moran Travel Bureau, Inc...._...--.- 
Trans-Oceanic Tourist Travel Agency. 


Teterboro Air Travel_..........--.--.- 


Ie Santis Travel Bureau, Inc..-....--- 
Peter Biro & SonSusy--6e dns sce noi aii 
Orechio Bros, Agency, Inc., doing 

business as Orechio Travel Bureau, 
Morgan ‘Travel Service_...........-..--. 


Comm, Rocco Careccia Travel Bu- 
reau. 
Sea Gate Travel Ageney --.....-.-=---- 
F, W. Van Zile Popular Tours........ 
Ellenville Travel Service 
Reference Travel Agency Co--.-..-..- 
Sullivan County Travel Bureau !_.... 
Allen Travel Service, Inc 
E. Alleva Travel Bureau, Inc..-...... 
Alpina Steamship Co., Inc., doing 
business as Alpina Travel Agencies. 
Benedetti Travel Bureau.............- 
Charles ‘Travel Service................ 
Convoys Travel Service............--- 
Wipersett; 10 ono s--nnc<nca- 
Knickerbocker Travel Service... .-. 
La Commerciale Travel & Exchange 
Bureau. 
Maritine Air Services, Inc_.......-.-- 
O’Scannilain & English Travel Service. 
Percival Tourd, Ine... .....-.<cscnccess 
Mohawk Agency, Inc., doing busi- 
ness as Mohawk Travel Bureau. 
County Travel Agency, Inc........... 





Address 





2223 Fulton St. (4). 

226 West 2d St. 

411 Eqnitable Bldg., 6253 Holly- 
wood Blvd. (28). 

217 State St. 

Hotel Bellevue, 505 Geary St. 


(2). 
246 Market St. (11). 
Post Office Box 97, 255 Davis St. 
127 South L St. 
509 Thatcher Bldg. 
807 15th St. NW. 


1104 Northwest 3d Ave. (36). 
Pathman Bldg., 310 95th St. (41). 


Equitable Bldg., 29 South La 
Salle St. 

668-670 North Milwaukee Ave. 
(22). 

& North Ogden Ave. (7). 

561 Diversey Parkway. (14). 

511 Davis St. 

205 Lehmann Bldg. 

425 Seventh St. 

Administration Bldg., Adminis- 
tration Blvd. at Park Ave, 


201-3 American Bldg. 

400 Howes Bldg. 

21144 West Main St. 

508-509 Maytag Bldg. 

519 Security Bank Bldg. (1). 

140 Boylston St. (16). 

Suite 725, 24 Province St. (333 
Washington St.) (8). 

120 Milk St. (9). 

101 Tremont St, (8), 


Suburban Airlines Terminal, 
Route 17 and Ottawa Ave. 

26 Waverly Place, 

98 French St. 

43 Washington Ave. (10). 


269 Wanaque Ave, 
748 86th St. (14). 


1928 Mermaid Ave. (24). 
3 East Ave, 

118 Main St. 

204-04 Hillside Ave. 

15 Chureh St. 

550 5th Ave. (36). 

199 Canal St. (13). 

78 Front St. (5). 


425 East 5ist St. (22). 
4 Park Ave. (16). 
1133 Broadway (10). 
520 Hudson St. (14). 
175 5th Ave. (10). 
219 Grand St. (13). 


92 Liberty St. (6). 

62 West 46th St. (46). 
237 Madison Ave. (16). 
753 Bleecker St. (3). 


209 New Main St. (2). 
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Disapproved sponsored agents—Continued 





Location 





Oklahoma: Enid_............-. 
Pennsylvania: 
Elwood Oity..........-... 


Virginia: Virginia Beach-.--_- 
Washington: Seattle..........- 


CANADA 


Alberta: 
i tinkdenncilectutned 


British Columbia: Victoria--_- 
Ontario: 
i iwtscnasesinennin 


TOR eccnekmnccnucnee 


Quebec: 


Ba ices 


Victoriaville_........ 
Saskatchewan: 








Agent 


Fred Holub Travel Bureau........... | 


Tiffin Automobile Club 
Second National Bank of Warren-_--__. 


Bessie Truitt Travel Agency !........- 


C. Chester Halil & Son................ 

Cappabianca Travel Agency__..-..... 

Jack Thomas Travel Service. -__...--- 

Howard <A. Roy-Touraid Travel 
Service.! 

Beach Travel Service, Inc 

O’Hara Travel Agency...............- 


Clarke Insurance Associates !___-__... 
Kennedy Agencies ! 
ee, ee owas 
International Travel Service. --........ 


Robert Forsyth Travel Agency -.-.-..-- 
Hamilton Steamship Agency--_....... 
Cangiano’s Travel Service_............ 
Myles Travel Agency........-..:.-... 


Wayne Fishleigh Travel Service, Ltd_) 


York Travel Bureau. ...............-- 
Klein Travel Service...............-.-.. 


Atlantic Travel Agency Registered ___- 
Atlas Travel Bureau (old: Interna- 
tional Cosmopolitan Express Co., 


Ltd.). 
Alex A. Kelen Ltd. doing business as | 


Kelen Travel Service. 
General Tours (Canada) Ltd 
Travelaide, Ltd. doing business as 

Travelaide Bureau. 

L. R. Charron Travel Agency--------.- 


Assiniboia Travel Agency !__.........- 
Williams’ Agencies !.................- 








Address 


12705 Miles Ave. (5). 

72 East Market St. (5). 

Travel Department, Room 304, 
Main and Market Sts. 

1631 West Cherokee. 


Post Office Box 29, 326 6th St. 
346 West 18th St. 

Newhouse Hotel Lobby. 

23 Lake St. 


1901 Atlantic Ave. (1). 


1705-1706 Northern Life Tower 
(1). 


Post Office Box 25, 106 2d St. W. 


| Box 220, 107 4th Ave, 


230 10th St. 
2630-A Douglas St. 


Ellen and Marlborough Sts. 
177 James St. N. 

161-A Main St. E. 

555 Queen St. E. 

2257 Yonge St. (7). 

1043 Weston Rd. (9). 

17 Wyandotte St. E. 


6896 St. Lawrence Blvd. 

122 St. Catherine St. W. 

1467 Mansfield St. (2). 

2087 Peel St. 

20 Dominion Square Bldg, 1010 
St. Catherine St. W. (2). 

30 Notre Dame 88. East. 


104 4th Ave, Bast. 





DISAPPROVED SPONSORED ADDITIONAL AGENCY LOCATIONS 











California: 
iii ancnanneges Olman Travel Service !.............-.. 45-150 Towne Ave. 
EE cbréccucecs Elliot Travel Service............-...-- 1266 Prospect St. 
Los Angeles___....-- is, | 5670 Wilshire Blvd. (36). 
San Franciseo--....- CIT Travel Service, Inc... .........-.- 323 Geary St. (2). 
Santa Paula_-_-......- World Wide Travel Burean !___.....-- | 917 Main St. 
LS Miami Beach. .| Wylly’s Tours, Inc_...............-.-- 17250 Collins Ave. (41). 
inois: 
Be iiiisscccanen Anderson Travel Agency..._.......-.- | Leland Hotel, 2 North Island Ave. 
Champaign._.....--- Chicago Motor Club---.-.......------ | 404 North Neil St. 
CO. ac ccnmtnee Lanseair Travel Service___..........-.- | 109 North Dearborn St. (2). 
Springfield. __......- Chicago Motor Club-_--__----...-...--- 524 South 5th St. 
eae Boston_.| Trans-Oceanic Tourist Travel Agency.| 1 North Square (13). 
chigan: 
a Elliott Travel Service................. 15038 Michigan Ave. 
Ey tewnan shaded Automobile Club of Michigan !___.... 25 West 9th St. 
New Jersey 
Sheen cidasiniin Conn Travel Bureau................-.. 2 West Blackwell St. 
Woodbury--...-..-.-. Airlines Ticket Agency, Inc_.....-...- First National Bank of Woodbury, 
| Broad and Cooper Sts. 
Texas: 
Corpus Christi. -..-- I is cine Bain ep nictncihennhtlianiannns Nueces Hotel, 604 North Chaparral 
St 


CUS i. wn icancaall | weeks Sith iahhe atiithiced dicavintoe csaaiiedsledia abate Lincoln Hotel, 4th and Lincoln. 





DISAPPROVED SPONSORED GENERAL AGENT 


Wisconsin: Milwaukee-. 


Branch, American Automobile Asso- 
ciation, Wisconsin Division. 





| 720N 





orth 3d St. (3) No. NOR. 


1 Agreement obtained or appointed under sec. IV, par. H of the Agency Resolution. 


77632—57—»pt. 1, vol. 3 
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1814 


In 1955, the agency committee considered applications from 311 new agents and 
out of which 44 were disapproved. The disapproved agents 


agency locations, 
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(along with those approved) are shown in appendix P attached. 


Arkansas: 
SA adnan eens 


Hot 


— 
tional 


Jonesboro... .....--- 

Little Rock........- 
California: 

TE cc nsncmes 


Apple Valley---.---.- 


a ae a 


Beverly Hills_--..-- 


Premme....=.<<2+...- 
Hollywood _ __.-_.-- 


Sadie. c<cacctescases 


BR Pi ictcennnnkeans 


| 
Sacramento. Ss ae 
San Carlos... ....9.-. 





Sponsored agents and agency locations 


Agent 


Brownell Travel Bureau, Inc. 
~~ business as Brownell 


Branch, Alabama Motorists 
GIVE appointed by CAP, 


‘daha s Travel Service (SIVH 
appointed by TTA). 

Branch, Stuckey’s Travel Serv- 
toe (s (SIVH appointed by AA, 


A). 

nee Travel Service (SIVH 
inted by AA, BNF, 
N, DAL, EAL, NAL, 


UAL). 

Jacobs Travel Service (SIVH 

ap inted by AA, BNF, 
L, EAL, TWA). 


AircLega Sea "Travel Agency-.-- 


Branch, World Travel Bureau, 


ne. 

Desert Valley Travel Service 
(SIVH ap ppointes by AA, 
TWA, UA 

Cal-Farm Travel a avon 

Branch, American Express Co-- 


Branch, Ask Mr. Foster Travel 
Service, Inc. 
Hoffman Travel Service, Inc. --- 


J.P. Coughlin Travel Service 
OaLe appointed by SWA, 


8. ra Mikami & O0..ccscszcsai 
Travelguide Agency. --.--.--.-.-- 





| Branch Olman Travel Service 


(SIVH wie by AA, 
UAL, W 

Branch, Elliot ‘pravel Service of 
La Jolla. 


La Mesa Travel Agency - _--_--_-- 
Sierra Travel Service (SIVH 


eA Tar WAL’ tan 


Globe Trottin heioee Agency -.- 
Henri vel 
A 


Broadway Travel Bureau... _-_-- 
Far East Travel Service__....._- 
D. F. Robertson Travel Bureau. 


Branch, Travel Center, Inc_---- 


Branch, Howard Travel Serv- | 


ice. 

Luzitania Travel Agency....._.- 
Stanford Cruise-Tours.____..__. 
Branch, Thos. Cook & Son, Ine. | 


| Branch, Davis Travel Service-_-! 
| Miyamoto Travel Service______-| 


Mohun International Travels. _- 


Address 
Brownell Bldg., 1001 
South 22d St. (5). 

Russel Erskine Hotel, 


West Clinton St. 


353 Jefferson St. SW. ___-- 
Randolph Hotel__._..__-_- 


P. O. Box 434, 238 Central | 


Ave. 
211 South Main St__-_-_---- 


LaFayette Hotel Lobby, 
6th and Louisiana, 


182 West Center St____--- 


Apple Valley Inn_-------- 


2223 Fulton St. (4) 

Beverly-Hilton Hotel, 9854 
Wilshire Blvd. 

404 North Roxbury Dr-.-- 


Beverly Wilshire Hotel, 
9514 Willshire Blvd. 
230 West 3d St............ 


le OO See 

216 Security Bldg., 6381 
Hollywood Blvd. (28). 

45-150 Towne Ave______-- 


F39 bee 1052, 1266 
‘Os 

4699 Date Ave-.-__..._..--- 
5 Arcade Bide, 44829 


North Sierra Highway. 


3461 Imperial Ave__.....-- 
ee ent occ c cs 


401 South Broadway (13) -_- 
365 East First St. (12)__- 
Marlin Bldg., 5478 Wil- 
re Blvd. (36), 
so Co. Crenshaw, 
tenshaw Blvd. 


May Co. Wilshire, 6067 

Wilshire Blvd. (36). 

May Co., 801 South 
Broadway (14). 

Professional Bldg., 3124 
East 14th St. (1). 

2281 East 14th St. (6).____- 

542 Ramona St...._.._-... 


172 South Lake Ave. (1)__-| 


7246 Reseda Blvd 


1 
1404 4th St., room 201 (14) _| 


1500 El] Camino Real._._.. 




















Action 





Approved. 


Do. H 


Disapproved. 
Approved. 


Do. 
Do. 
Do. 


Do. 
Do. 
Do 


Do. 


Do. 
Do. 


Withdrawn. 
Approved 


Do. 
Do. 
Do. 


Approved effec- 
tive Oct. 1, 
1955. 

Do. 


Do. 
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Sponsored agents and agency locations—Continued 


Location 


California—Continued 
San Francisco. --.-. 


Santa Barbara 
Santa Paula 


Grand Junction 
Loveland 


Pueblo---.---- 


Connecticut: 
Greenwich 


Hartford 
New Britain 
New Canaan 
Waterbury 
West Hartford __--- 


Delaware: W ilmington -_| 
Florida: 
Jacksonville 


Sea. 
Marathon 


Miami 


Miami Beach 
Miami Springs 
Naples___------ 


Palm Beach 

South Miami-____- 

Winter Haven-__- 
Georgia: 


Thomasville. ------- 


Illinois: 
Aurora 
his canasens 


Blue Island _--- 
Champaign 
Chicago-.--..--- 


| Murra 


| Mesa 


| Williams 
Lauderdale By The | 


| Branch, Price Tours’ 


The Ace “A”’ 


Agent 


Bankers Travel Service 


| Doris Daly Travel Agency 


Travel Service 


Santa Barbara Travel Bureau..-| 


| Lusitania Travel Service 
| Branch, World Wide Travel | 


Bureau. 
Ruth’s Desk (SIVH appointed | 
by UAL). 


| Piero de Luise Travel Bureau. -| 
Service (SIVH | 


Travel 
appointed by BNF, UAL). 
Lovelander Travel Agency 


| Universal Travel Agend | 


(SIVH appointed by BNF 
CAL, FAL, UAL, WAL). 


Greenwich Travel Center, Inc-.- 

| Reading Travel Unlimited 

| Spatafora’s Travel Bureau, Inc--| 
The James N. Bordiere Co 


V.L. P. Inc.-Travel 


| Peter De Cicco Co 


Gotham Travel Agency 


| Dobois Transworld Tours--.-----| 


Address 


323 Geary St (2)... 


Hotel Bellevue, 505 Geary | 


St. (2). 
—— 302, 212 Stockton 
8). 


| 233 Post St. (8)....___- 


| Delaware Travel Agency, Inc. i] 


Travel, Ine 
Branch, Tropical 


reau, Inc. 


appointed by DAL, EAL, 


| Ail: Tours Travel Bureau, Inc_.- 
| Atlantic Travel Service, ine_. 


North’s Travel Bureau 


| Universal Tours 

| West Indies Trayel Service, Inc.| 
| Branch, Wylly’s Tours, Inc . 
Nationwide Travel, Ine 

| Branch, Naples Travel Agency | 


(SIVH ). 


| Ocala Travel Service 


Embassy Travel Bureau, Inc_ -_- 


| Holiday Hunters 
Branch, Continental Travels___-_| 


| Henderson Travel Service 
..|Jo Abney 


Travel 


gr IVH appointed 


Agency 
(SIVH). 

Travel Service 
by EAL, SOU 


World Wide Travel Bureau__-_--- 


| The First National Bank of 


Benld. 


| Blue Island Travel Service 


Branch, Chicago Motor Club__- 
ravel Bureau... - 


All Tours & Travel System, Inc 


Embassy Travel Service, Inc 


| Branch, The Clara Laughlin 


Travel Service, Inc. 


| Gordon Travel Service 
| R. Matuszezak & Co. 


Bureau. 


| Ocean Travel Bureau, Inc..-- 


Sebok Travel Service 


August J. Tekniepe, Travel & 
Immigration Service. 
The Travelcade-. 


| Welcome Tour & Travel Serv- 


ice, Inc. 


1028 State St 


1035 West Main St________| 


917 Main St 
127 South L St 


1546 Glenarm PI. (2) 

123 South 6th St____. 

Lovelander Hotel, 
East 4th St. 

Bon Durant Bldg., 
Court St. 


| 235 Greenwich Ave. 

772 Long Hill Rd_- 

44 State St. (3)__.___- 

23 West Main St_...-.-.-- 


111 | 
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Approved 
Do. 


Disapproved. 

| Approved. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do, 


Withdrawn. 


| Approved. 


Do. 
Do. 
Do. 
Do. 


_.| Disapproved. 


221 Bank St. (2) 

Room 203, 998 Farmington 
Ave. (7). 

916 Orange St. (1) __------ 


| 29 West Monroe St. (2) 


Travel Bu- | 


(SIVH | 


| 514 Biscayne Blvd. (32) --| 


4403 North Ocean Dr 


U.8.1.. 


| 4329 SW. 8th St. (34) 


: 1104 NW. 3d Ave. (36) _- 
| 1838 NE, 3d Ave. (32)- 


190 SE. 3d Ave. (32) 


| 17250 Collins Ave. (41)... 
| 10 Canal St_ a= 


824 5th Ave. South_- 


| Hotel Ocala 


| 7209 SW. 


| 


244 South County Rd- ~ 
58th Ct___. 
127 3d St. SW__- 


854 Hunter St. SW_-- 
577 Mulberry St 


Post Office Box 834, 232 | 


South Crawford St. 


47 Fox St-- 


12013 Western Ave. 


| 404 North Neil St- 


4255 South Indiana Ave. 
(15). 


| 11 South La Saile St. (3) 


| Equitable Bldg., 29 South | 


a Salle St. (3). 


| 520 North Michigan Ave. 


(11). 


| 220 South State St. (4) 


Travel 


1143 Milwaukee Ave. (22) 


| 3035 Lincoln Ave. (13) 


| 561 
(14 


Diversey Parkway 
) 


Room 323, 82 West Wash- 
ington St. (2). 

Suite 500, 120 South 
La Salle (3). 


| 3858 South Parkway (15) 


Approved. 
Do. 


Do. 


Do. 
Disapproved. 


..| Approved. 


Do. 
Do. 
Do. 
Do. 
Do, 
Do. 
Do. 
Do. 


Do. 
De 
| Disapproved. 
Approved. 


Do. 
Do. 


Do. 


Do. 
Do. 


Do. 
| Disapprov ed. 


Do. 
Approved. 


Do. 


Disapproved. 
Do. 


Do. 
Approved. 


Do. 
Do, 
Do. 
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Sponsored agents and agency locations—Continued 























Approved. 


Disapproved. 


ithdrawn. 


Location Agent Address 
Illinois—Continued 
Chicago Heights....| Branch, Chicago Motor Club...| 1516 Vincennes Ave--..-.--- 
Elmharst........... Travelure Adventours........- 109 South York St__.....-- 
Evanston..........- Branch, Chicago Motor Club-...| 905 Chicago Ave...-.-..-..- 
Four Corners Travel.......-._.. BE EE Bn onc naccccacse 
PN ttn nnsccuss Branch, Chicago 5 Meter Club...| 116 South Galena.-._-.....- 
Ch ceanpessnmy ole Travel Service ............. 220 South 3d St.....-..-.- 
REID. canara Branch, Chicago Motor Club-.-_| 265 TRIES. 
La Grange.........- = Matteis Travel Bureau, — 201 ee at South La 
I os x besienaice Branch, Chicago Motor Club... uy. Goniieg. Te a is acto 
PER sic saison Branch, Mattoon Travel Bu- | U.S. Grant tino oies 
reau (SIVH a appol inted: AA, 
i NWA, A UAL). 
On BOE csp ccuden Chicago Motor Club...| 808N: Eh wins cael 
QUE conch scounslnann “— L ceoecies & stieinalin Stier ince nls Babe STrenll 602 Columbus St__......-- 
6 seiti ct akeminl Mason Travel pee Se aeiidoeiel Idg. (2)... 
Rockford. .......... Alden Travel Bureau...--....-- EE cwincine cane 
Branch, ae S baotar Club. ..| 322 North Main St__...-.- 
Springfield.......... Allan’s Travel Bureau. --_--...- 212 North 6th St.......-..- 
Branch, Chicago Motor Club...| 524 South 5th St__......._- 
World Travel Service..........- Hotel Abraham Lincoln, 
416 East Capitol Ave. 
Indiana: 
EES nancnikuun Branch, Menno Travel Service..| 1202 South 8th St........_- 
Hammond.......... Global Travel Agency......-._. 5119 Bulletin St....-...-.- 
pine ity... = wee Chicago Motor Club...| 119 West 8th St_.........- 
a eh aliCaildiatdah ite Montgomery’ 's Travel Service 154 South Broadway ----_. 
South Dectamiess 7 re a Trust Co. of ee Jefferson Blvd 
1 4 
; Winona Lake.-....- Winona World Travel Service..| Westminister Hotel----..- 
owa: 
Cedar Rapids.......| Cedar Rapids Auto Club_....-- 517 4th Ave. SE..-.---...- 
Don C, Cook Travel Bureau._..| 201-3 American Bldg-.-_-.. 
Council Bluffs... ..- The Travel Mart............... Hotel Chieftain. ..-..-..-- 
Des Moines.......-.. Lf. ER RRS ar A I. B. Bldg., 10th 
d Grand Ave. ee 
Marshalltown... -- Mant Teavel Agency (SIVH 21145 West Main St_._..-- 
sppoemtet me. DAL, EAL, 
A, U. 
Kansas: 
Garden City........ Garden ion aes Service | 8th and Stevens Ave-_-.-...- 
edecarne em AL). 
no <keceen Travel a 5311 Johnson Dr__.......-- 
Pian sctaukese oe Menno Travel Service. .| 213 North Pine St_-_.- 
Kentucky: Shelbyville... lass: : oy appointed: AA, | 2d and Main Sts__......-. 
Louisiana: 
Baton Rouge. ---.... Travel Advisers................-. sao > peek Bldg., 4th 
a 
Shreveport.........- Swann & Son doing business as | P. O. Box ay, 235 Kings 
neat Swann Travel Service. Highway. 
aine: 
Rockland........... Giffords — Shop Rae YEE 
doing busin Giffords 
Travel fenvieo. 
WE hacckpencnes , York County Realty | 2 School St_...-.....-..... 
Co., doing business as Yor 
County Travel wo’ 
(SIVH appointed: T 
Maryland: Easton_-...-. Branch avel nirtiees” ‘ine. Tidewater Inn. -.--..-....- 
(SIVE 9 Ht appointed: AA, AAA, 
TWA, UAL). 
Massachusetts 
WR acs ccannhasasan ——. Fox Traffic & Travel | 42 West Main St........-- 
NE cnet sbenaen Branch, Ask Mr. Foster Travel | 22 Providence St (17)--.-.-- 
Jiminy Cricket Travel Service, | 140 Boylston St. (16)..---- 
eat Travel Service Inc...| 76 Charles St. (14).....-.-- 
TOME, RUUOR . < wn cnnenoyeceva vince St. (8)......-- 
Moran Travel Bureau, Inc_-.-.-- 120 Milk St. (19)-.-..-.--- 
TERRE TOR nsec co cnacceeman a oo ton Plaza Hotel 
Trans-Oceanic Travel Agency--. = a St. (8), Pad- 
g 
oe Trans-Oceanic Travel | 1 North Square. -.-..-.---- 
Cambridge --........ pita os Toavel anny Cres 1304 Cambridge St. (39) - - spares. 
Concord.......-.--- | Concord Travel Bureau........- niet istics 


| Peter Grimes International, Inc. 


WUD ncackeboteess 


Saneeend. 
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Location 





Fall River.........- 


Malden 
Nantucket Island... 


Agent 


e Co , 

ernage ve ency...... 
Louise Duffey-Travel Agent. - -- 
Cape Cod 


Malden Travel Agency- --_-..-..- 


Irre r, Samuel W. Garrison 
SIVH inted: AA, NEA, 
AL, TWA). 
MemiR...ucisi.. Chestnut Hill Travel, Inc__....- 
Plymouth. --.......- “ave Cape Travel Agency 
oe H appointed: NEA, 
Southbridge. --.....- Woeessier County Ticket & 
Travel Agency. 
Watertown. -......- Hudson Travel Service... _..--- 
Williamstown___..._| The Williams Travel Bureau---. 
Worcester. .......-. Gracia Ticket & Travel, Inc_-_-- 
Young’s Travel Service. -.-......- 
Michigan: 
Ann Arbor. ---.....- se, Matteis Travel Bureau, 
ne, 
Big Rapids. -........ McKenna Travel Service 
aa appointed: CAP, 
Birmingham. .--_--- Braneh, Elkin Hotel & Travel 
Bureau. 
Dearborn.__.......-- Branch, Deckert Travel Service, 
ne. 
Holiday House Travel Center-_- 
TR ae wetdasesa Israel Tourist Service. ........_- 
Branch, Moorman’s Travel 
Service, Inc. 
TON s cnncnin sss Y. K. Travel Bureau_..........- 
Venn nnso.--- International Travel Bureau__-_- 
Grand Rapids. ---- Travel-eez, Inc.............-..-- 
Hollend=....-..-.. Marsilje Agency, Ine. (SIVH 


Traverse City 


Minnesota: 
Minneapolis. -.---- 


Northfield 


St. Cloud.......... 


Missouri: 
Independence_.___- 


North Kansas City 

86. Bic cckiases 
Montana: 

Oks sectanton 

Kalispell.......-.-- 

Livingston......-.-- 


Nevada: Las Vegas--.- 


New Hampshire: 
Nashua. -----. 


Peterborough 





appointed: CAP). 
Travel Adventure Bureau_..-. 


Skads Travel Service.........--. 


Lutheran Travel Service (SITIVH 
appointed: BNF, CAP, NOR, 
TWA). 

St. Cloud 
(SIVH). 


Independence Travel & Tour 
Service. 

Branch, Mid-America Tour & 
Travel Service. 

Burkett Tour & Travel Service 


Wilcox Travel Service (SIVH 
appointed by AA, FAL, 
NWA, TWA, UAL, WAL). 
Northwest Travel Agency 

| _(SIVH appointed: NWA). 


erik appointed: FAL, 
| Branch, Willis Travel Service, 


TWA, WAL). 


se Travel Service Bureau, 

ne. 

Irregular, Travel-New Horizons 
i ee MOH, 
NEA, A). 





Automobile Club | 


| Yardley & Doughty Agency | 





Ine. (SIVH appointed: BAL, | 


| $134 Main St. 





Address 


26 North St 


9 Pleasant St. (48)... __. 


P. O. Box 155, 6 Federal St_| 


9 Boylston St. (Chestnut 
Hill) (67). 
4 Court St 


Box 609, 268 Main St 


38 Mount Auburn St. (72). 

Box 1200, Jessup Hall 

Hotel Warren Lobby, 201 
Front St. (8). 

23 Pearl St. (8) 


1313 South University - - - 
131 North Michigan Ave_. 


296 North Hunter Blvd. 
921 Howard St 


203, a Bldg., 4917 
Schaefer , 

11820 Dexter Blvd. (6) 

Lafayette Bldg., 144 West 
Lafayette (26). 

1526 3d Ave. (26) 

22928 W oodward Ave. (20) 

Houseman Bldg., 43 Pear! 
St. NW. (2). 

174 Central Ave... 


Kleis Bldg., 123 East 
Front St. 


Excelsior Blvd. and High- | 
way 100, St. Louis Park 


(16). 


| Room 107, Music Hall, St. 


Olaf College. 


915 St. Germain St., 
428. 


Box 


Bundschu’s, 103 North 


Main St. 


Railway Exchange Bldg., 
611 Olive St. (1). 


"a 


Midland National Bank | 


Bldg. 
319 Main St 


Post Office Box 97, 
West Callander St. 


Hotel El Rancho Vegas, 
Highway 91. 


Post Office Box 388_._--. 





Do, 


| Withdrawn. 


Approved. 

Disapproved. 

Approved. 

Disapproved. 
Do. 


Approved. 


Do. 
Do. 
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Sponsored agents and agency locations—Continued 


Location 


—_ 


New Jersey 


‘Atlantic Cay... 
Drigegeeen........<.... 


Madison _. 


New Brunswick ---_- 


Paterson __ 


Princeton _ 


New Mexico: 


Albuquerque. --___- 


Bronxville___....... 


Brooklyn - 


Ellenville. 
Jamaica-.--. 





Agent 


Lazar Travel Agency, Inc_-_-_---- 
Branch, Sayre Travel Service-_-- 


DeSantis Travel Bureau, Inc____ 
Peter Biro & Sons Travel Bu- 


reau. 
ery Travel Serv- 


Tamboer Travel Service, Inc___- 
Morgan Travel Service._..._...- 
Nassau World-Wide Travel Bu- 


reau. 
Mreury Travel of New Jersey, 
ne. 
Pena Aictings Ticket Agency, 


ne. 

Modernage Travel Counselors 
(SIVH ppeetates: AAA, 
CAP, EAL, NAL). 


Globetrotters Travel Agency --. 
Branch, New Mexico Motor 
Club (HOL: AAA, New 
York City). 
Travel Reservations CIA wh 
pointed: AA, BNF, 
CAL). 
Genesee Travel Bureau (SIVH)- 
South Shore Travel Bureau 
(SIVH oe by AA). 
Gramatan Travel Bureau, Inc-- 
Boro Hall Travel Agency - - --._- 
The Cavalier ‘“‘Your Travel 
Agent.” 
Commercial Rocco Careccia 
Travel Bureau. 
Delmar Travel Service, Inc__... 
Mercorella Travel ior = Ine. j 
mere & Waltner Tra 
ice. 
Sea Gate Travel Agency, Inc___. 
Days Tour & Travel Service-__- 
Johnson Travel 
F. W. Van Zile Popular Tours 
foes arpa: AA, CAP, 
rilecvilie Trevi Service... ....- 
Reference Travel Agency Co- --- 
Maurer Tours, Inc. -...--.....-- 
Richard Seitz Travel Bureau _- 
Geneva Travel Agency SIVH). 
Sullivan County Travel Bureau 
(SIVH appointed: AA, EAL, 
NAL, TWA, UAL). 
Noto Travel Service.....-...-... 


Belair Tours, Inc-......-..-..-.- 


Allen Travel Service, Inc_......- 

Benedetti Travel Bureau... ---.- 

Popularis Tours, Inc., also do- 
ing business as ” Catholic 
Youth Travel Office. 

Charles Travel Service...-.....- 


Convoys Travel Service. --.----- 

EE MR cincn cece cccaunee 

French-American Travel Bu- 
reau. 

Hemisphere Travel Service, Inc. 

— Travel Service 
n 

J. H. Lewis & Partners, Inc-_-.-- 


La Commerciale Travel & Ex- 
change Bureau. 

Loucas and Peters Travel | 
Agency, Inc. 

Maritime Air Services, Bic nae 


Address 


11 South Tennessee Ave_-_- 

Cumberland Hotel, Com- 
merce and Pearl Sts. 

26 Waverly Pl__...--..---- 

CO  Mieancasc~n..-.~ 


43 Washington Ave. (10) -- 
409 East 18th St. (4)__.__-- 
269 Wanaque Ave___..---- 
240 Nassau St_........-.-- 
177 South Broad St. (10) -- 
rs National Bank, 


road and Cooper Sts. 
101 East Baker Ave---._--- 


2308 Central Ave. SE___-. 
1115 Central Ave. NE_.._- 


Post Office Box 26, 322 
North Main St. 


101 Terminal Bldg -------- 
i ON hk eee 


pO eee ee 
Suite 303, 26 Court St. (1). 
254 Knickerbocker Ave. | 


(37). 
1748 86th St. (14).........- 


7310 13th Ave, (28)........ 
187 Court St. (1).-..-..--- 
727 Fulton St. (17).....-.- 


1928 Mermaid Ave. (24)_--. 
310 Morgan Bldg 

620 LaFayette Ave. (22) -- 
BE EPR eu nccsccsccccs 


bo Do ee ee 
204-04 Hillside Ave. (23) _-- 
160-06 Hillside Ave. (32) --- 
146-20 89th Ave. (35)_-_--- 
SEE ac cndaecccone 
16 Onares &t.......-.....:.- 


First Westchester Na- 
fen Bank, 491 Main 


Suite 801, Greybar Bldg., 
420 Lexington Ave. me 

550 5th Ave. (36) __- 

425 East 5ist St. (22) > 

381 4th Ave. (16)-.-....--- 





Vanderbilt Hotel, 4 Park 
Ave. (16). 

1133 Broadway He} Po cose 

520 Hudson St. (14)_-.--.-- 

71 West 46th St. (36) ---_-- 


516 5th Ave. (36) 
475 Sth Ave. (17) GAL..| 


Park Sheraton Hotel, 860 
7th Ave. (19). 

219 Grand St. (18) _...-..-- 
301 West 41st St. (36) ____-- | 


92 Liberty St. (6)-.......-- 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Action 





A ved 
so 


Do. 
Do. 


Do. 


S399 PFs 


338 


Disapproved. 
Approved 
Do. 


Disapproved. 
Approved. 
Do. 
Do. 


Do. 
Do. 


Do. 


Do. 
Do. 
Do. 
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IN REGULATED INDUSTRIES 


Sponsored agents and agency locations—Continued 





Location Agent 


Address Action 


New York—Continued 
New York Shamrock Bldg., 62 West 
46th St. (36). 


Room 1506, 630 5th Ave. | 


(20 
| 288 East 86th St. (28)_....- 
| 1280 Lexington Ave. (28) -_- 


O’Scannlain & English Travel | 
Service. | 
Pisa Brothers, Inc., Travel 
| Bureau. 
Public Travel Service 
Steneck Travel Bureau 
Swiss Plan Corp | 665 5th Ave. (22) 
Travel Representatives | 209 East 66th St. (21) 
—— Taube Travel Service, | 6 East 46th St. (17) 
ne. 
| Travel & Study, Ine 
| SE oc toncenene 
Woodard Travel Service, Inc..__| 
| Branch, Northern Travel Bu- | 
—_ (SIVH appointed by | 
Jarem Travel Agency (SIVH | 
| appointed: AA, CAD). | 
Peekskill | The Peekskill Travel Bureau...| 14 South Division St_- 
Rockville Centre...| Island Travel Service, Inc | 44 North Village Ave______| 
Schenectady | Versaci Travel Agency | 420 Broadway (5)------- 
Staten Island The Emile Travel Bureau_......| 233 Richmond Ave 


| Port Richmond. 
Mohawk Travel Bureau 343 Bleeker St 
Asland Travel Agency - - 61 South Broadway 
County Travel Agency, Inc_- 


Approved 
Do. 


Do. 
Do. 
Do. 
Do. 
Do. 


110 East 57th St. (22)_..._-| Do. 
Disapproved. 
al Do. 

.-| Approved. 


10 West 47th St. (36)... -- 
303 West 42d St. (36) _- 
5 Prospect St..___-_-- 


Oswego. Hote! Pontiac Do. 
Do. 
Do. 
Do. 
Do. 


Do. 
Do. 
Do. 
Do. 


Do. 
Do. 


WO inn, nna 
__.| 209 New Main St. (2)___-- 


Post Office Box 1226, 11 
| North Columbia St. 
109 Piedmont Bldg 
114 North Elm St_- eal 
Hotel Hickory Lobby, | 
Ist Ave. and ist St, 





North Carolina: 
Chapel Hill......--- 


| Branch, Patterson Travel Serv- | 


Continental Travel Agency 


| — ice, 
TR iis os -s--2s | George — Travel Agency, | 
| Ine. (SIVH appointed: BNF, 
| CAP, PAI, UAL). 
Ohio: 
| The Chima Travel Bureau, Inc.| 1132 South Main St. (1) ---| 
| Branch, Automobile Club of | 1242 South Court St__..-_- 

Southern Ohio (SIVH ap- | 


pointed by AA). 


| The Barberton Auto Club 


| Shaker Square Travel 


Columbus 
Club. 


Holiday House Travel Bureau, 


Inc. 

The Reeves Banking & Trust 
Co. (SIVH appointed: AA, 
CAP, LCA, TWA, UAL). 


The Bixler Tours (SIVH 7) 


pointed: AA). 


| Northwestern Travel Service--- 
| Anthony Knefely 


Hayes Travel Agency 


| Tiffin Automobile Club-. 
| The Second National Bank of | 


Warren. 


| Bessie Truitt Travel Agency 


Oregon: Portland_.-_----| 


| The 


Pennsylvania: 
Bala-Cynwyd 


Bethlehem 
Connellsville... ._-- 


Glenside 

Grove City. -__...- 
Lancaster 
Pittsburgh 
Reading 

Somerset 


Williamsport 


Branch, Globe Travel Service_- 


Branch, 


(SIVH rts, Cc AL, | 
CEN, BA 

Azumano Travel Service 

Robert Powell 

Service. 


Travel | 


Castro Travel Agency 
Branch, Uniontown 
Club, Ine. 


| Biagi Travel Agency 
-| MeMullen Travel Service 5 
.| Branch, Ridgeway Tours pinata % | 
| Borkon Travel Service ---- -- 
| August W. Maugeri Agency. 


| Tobias 


Knoblauch Travel 

Agency. 

Uniontown Motor 
Club, Ine. 

L. C. Ball Tours 


Automobile 


| 139 East Tuscarawas A ve-_| 
Service --| 


13125 Shaker Blivd., 
Shaker Sq. (20). 


1701 State Rd. - 


| 232-284 West 3d St____--- 


Wakefield Rd 


| 316 West Market St. 
16 West 2d St_ 


8 Perrysburg Bank Bldg., 


Louisiana and 2d Sts. 


72 East Market St. (5)_--- 
Market Sts. | 


302 | 


Main and 
(Public Square). 

| Youngblood Hotel, 

| North Independence. 


| 116 NW 3d Ave. (9). 
| The Plaza, 422 
Broadway (5). 


.| 1 Belmont Sq., Belmont 


and City Ave. 


| 719 East 5th St_- 
Motor 


126 East Crawford Ave 


14 East Glenside Ave 
| Broad and Blair Sts__- 
301 Fulton Bank Bldg 
1929 Murray Ave. (17) 


joel 415 State Theatre Bidg., | 


| 335 5th Ave (22). 
706 Franklin St_.--- 


| 221 North Center Ave_____| 
| 431 Market St. (6)_.....-__| 


15 East Main St. (15).-.---| 


‘Sw. 


Do, 
Do, 


Do. 
Do. 
Do. 


Disapproved. 


Approved. 


Disapproved, 
Approved. 


Do. 
Do. 


Do, 


Disapproved 


Approved. 


Do. 


Do. 
Do. 


Do. 

Do. 
Withdrawn. 
Approved. 
Disapproved. 


| Approved. 


Do. 
Do. 
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Sponsored agents and agency locations—Continued 


Location Agent 
a Island: Paw- | Collette Travel Service.........- 
ucket. 
South Dakota: Mitchell.| The Mitchell National Bank 
(SIVH appointed: BNF). 
Tennessee: 

pS Serre Frankie Plunk Travel Service 

SIVH appointed: AA, BNF, 
AP, AL, EAL, SOU, 
TTA, BNF, UAL). 

Memphis. _........-. Branch, American & Interna- 
tional Travel Service, Inc., 
Lowenstein’s East Depart- 
ment Store. 

Nashville. .......... Branch, Harveys Department 
Store Travel Bureau, Ameri- 
can Express Travel Service. 

Texas: 
Houston............ Branch, American Express Co. - 
Houston International Travel 
(HIT). 
Branch, Tours and Travel-...-. 

SR ii a at L. P. Eaves Travel Service 
(SIVH appointed by BNF). 

San Antonio_....... Branch exas- International 
Travel Agency. 

San Marcos......... Younger’s Travel Agency-.....-- 

Texas City.........| Branch, Harvey Travel Bureau. 

Weslaed. . ......... = Airlines & Travel Serv- 

Utah: 

MOOR. cccsatéubenks Branch, Universal Travel Serv- 
ice (SIVH appointed: UAL, 
WAL). 

3, ee Christopherson Travel Service __ 

Salt Lake City_..... Jack Thomas Travel Service. --_- 

Vermont: 
Rutland__........_- M. E. Walbridge Agency, Inc_-_. 
yy Swanton............ Touraid Travel Service ‘IVE. 
ia: 

Virginia Beach... .. Beach Travel Service, Inc_--_--.. 

Winchester. _....... Overseas Travel Service (SIVH 
appointed: AA, UAL). 

Washington: 

Anacortes_.........- a Anacortes Travel Serv- 
ce. 

Bremerton._.......- Branch, Gateway Travel Serv- 
ice (SIVH appointed: NWA, 
TCA, WAL, UAL). 

Ephrata. ........... Branch, Columbia Basin In- 
land Automobile Association 
(SIV H appointed: WCA). 

Moses Lake........- Branch, Kaymax Travel sour 
Givi appointed: NWA, 

Olympia............ Branch, Washington Travel 
Bureau. 

CO ii cual Branch, Doug Fox Northgate 
Travel Service. 

Branch, Travel Advisors, Inc... 
Strasser Travel Bureau.......... 
West Virginia: Charles- | Branch, Elliott Travel Bureau-. 
ton, 
Wisconsin: 

Kenosha...........-. Branch, American Automobile 

a Wisconsin Divi- 
ion, 
The Kovachik Travel soe 

Milwaukee. ........ Branch, American Express Co. . 

Mish doceacues Branch, American Automobile 
— Wisconsin Divi- 

m. 
Sheyboygan........|----- OE se mdacinpenabiiiacnnhess-c 
BEB nn cssedscdineeer Oe keane tnd aaa 


Wisconsin Rapids..| Branch, Travel Shop (SIVH 
appointed: NOR). 


Address 


16 CORAM. .cccsscan att 


217-219 North Main St_.-- 


111 Crook Bldg., 110 West 
Baltimore St. 

Poplar Ave. and High- 
land. 

Church at 6th Ave. (3)... 


Texas National Bank 
Bldg., 1314 Main St. 
2705 Py. Highland 


Ki a ). 
P.O. . Warwick 


79, 

Hotel, 5701 Main St. (1). 
Box 4064 Tech, 367 Tech 
Administration Bldg. 
105 East Travis 8t. (5).--- 


Greyhound & Continental 
Bus Terminal, 119 East 
Hutchinson St. 


504 7th St. North__.......- 
308 South Texas Blvd_.... 


Hotel Ben Lomond......-. 


204 North University Ave_ 
Hotel Newhouse Lobby, 
Main at 4th South (10). 


41% Merchants Row-..--- 
6 See 


1901 Atlantic Ave......... 
123 North Cameron St. --.- 


506 Commercial Ave--_..-- 
yg Fe ee 


West 209 Division St_..... 


West 115 3d Ave.......... 
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Disapproved. 
Approved. 
Do. 
Do. 
Disapproved. 


donee 
Deferrea (lack of 
papers). 


Approved. 


Do. 
Do. 


Do. 
Do. 


Do, 
Do. 


Do 
Do. 
Do 


Do. 


Olympian Hotel_.........| Disapproved. 
ne Northgate West Dr. | Approved. 


(55). 

3703 West Alaska St. (6)-.. 

Olympia National Bldg., 
Room 367, 914 2d Ave. 


(4). 
Kanawha Hotel (1) --..--.- 
TERE GO Wis oka. code cues 


2086 000 St... 2. -4......... 
308 East Wisconsin Ave... 
1424 Junction Ave........- 
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Sponsored agents and agency locations—Continued 


Location 


CANADA 


Alberta: 
pS Sea 


Manitoba: Winnipeg... 


Northwest Territory: 
Yellowknife. 


Ontario 


Welland 
Windsor 


Quebec: 
Montreal 


Victoriaville 


Saskatchewan: 
Assiniboia 


CANADA 


Prince Edward Island: 
Charlottetown 





| Koch Overseas Co., Ltd 


Biggar 





| 
} 
| 
| 
j 


Agent 


R. K. Clarke Insurance Associ- 
ates CT aie TCA). 
O’Neill & Co f 
E. Salt Agencies Rive ap- 
pointed by TCA). 
Stafford inion (SIVH ap- 
pointed: TCA). 


we Travel Service, Ltd., 


(SIVH). 

British Columbia Automobile 
Association. 

K. Iwata Travel Service 
Western Overseas Agencies, 
Travel Service. 

Yellowknife Tourist Agenc ~4 
Ltd. (SIVH appoint 
TCA). 


C. A. Needs General Insurance 
& Travel Agency. 
Jury & Lovell, Travel Agency-- 
Riley-Kernahan Travel Service. 
Whyte & Jarvis Travel Aopey- 
Grant’s Travel Service, 
oO appointed: MOH, 
Northland Travel Bureau 
. L. Boyes & Co. (SIVH ap- 
"pointed: TCA). 
Branch, Thomas Meadows & 
Co., Canada, Ltd. 
Branch, 0.C. A. Travel Service... 


Furopa Travel Bureau. 

Finlay-Picard Travel, Ltd___..- 

Wayne Fishleigh Travel Serv- 
ice, Ltd. 

The Homeland Travel Agency-- 

—— K. Iwata Travel Serv- 


ce. 
Kennedy Travel Bureau 
Paragon Travel Agency 
Scarboro Travel Service 


General Tours (Canada), Ltd__. 


Alex A. Kelen Ltd., doing busi- | 
ness as Kelen Travel Service. | 

L. R. Charron Travel Agency 
(SIVH appointed: TCA). 


Assiniboia Travel Agency | 
(SIVH appointed: NWA, 


TCA 
(SIVH ap- | 


| 


Agencies 
pointed: TCA). 

Hodgins Agencies (SIVH ap- 
pointed: TCA). 





Address 


Box 25, 106 2d St. West__../ 


Box 2 Smeltersite 
303 West Pender St. (3)... 


166 East Hastings St (4)_-_| 
49934 Main St. (2)......_-| 


Box 308... 


Post Office Box 339, 38 | 
Woodward Ave. 

15 King St. West 

115 South May St 

43 Main St. West 

133 Brock St 


Post Office Box 699, 19 
Dundas St. 
22 Simcoe St. South 


Main St_- 

525 Dundas St. West (2B).| 
630 Yonge St. (5) 

2223 Yonge St. (12) 

2257 Yonge St. (7) 


266 Bellwoods Ave. (3)..-- 
113 McCaul St 


296 Queen St. West--..--- 

2 Sammon Ave. (6)-....__- 

1404 Kingston Rd. (13) | 
(Searboro). 

1043 Weston Rd. (9) 

20 Cross St 

174 Pitt St. West 





17 Wyandotte St. East___- 


2087 Peel St. (2)-_- i 
2024 McGill College Ave- 
1467 Mansfield St. (2) 


| 30 East Notre Dame St_- “| 


104 4th Ave. East, P. O. 


Box 269. 
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Approved. 


Do. 
Do, 


Do. 


Do. 


Do, 
Disapproved., 
Approved. 


Do. 


Do. 
Do. 
Do. 
Do 


Do. 
Do. 


Do. 


Do. 
Disapproved. 
Approved. 

Do. 

Do. 


Do. 
Withdrawn. 
Approved. 

Do. 

Do. 


Do. 
Do. 


Disapproved. 


Approved. 
Do. 
Do. 
Do. 


Do. 


Do. 


Disapproved. 
| 


| 


| 


GENERAL AGENT 


| 


| Morton Dew, Ltd_.-.........-.-| 18] Queen St 





| Approved. 


Approved, No. 
TCA (Com- 
mission 10 
percent). 


SIVH: pons appointed under sec. IV, par. H of the agency resolution have already executed the ATC 


agreemen 
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Industry agency audits 








State City Agent Disposition 
California._..........| San Francisco-._-. Lenci Travel Bureau... ..........----- Followup audit. 
TS... cnccenecs) Ses .| Elgin Travel Bureau____._.....-_.---- No action. 
Louisiana____._._--- aw Orleans.._____| Port Travel Service (and branch in| Disapproved on 

Baton Rouge, La). review. 
Massachusetts......| Boston........._-- McCready Tourist Agency, Inc__-_-___- Disapproved. 
Raymond-Whitcomb, Ine. (and | Letter from secretary; 
branch in New York City). followup audit. 
Resort Vacations, Inc. ..............-.- Do. 
Milsnowrt. ot... 658 Kansas City......| Jerry Burke Travel Service (and Do. 
branch in Kansas City, Kans.). 
Te , ek ectaisnncen oe No action. 
Lee Kirkland Travel Agency, Inc----- Letter from secretary; 
=~ audit. 
O’ Keefe Tarvel Service__..........-.-- 
PS  conenvebak Las Vegas... ----.- Willis Travel Service, Inc___.._....-.-- Cateee’ from secretary. 
New Jersey_.....--- Newark......-...- Prockocimer Travel Service__--------- velewup audit. 
World Wide Travel Service, Inc_ ___-- Do. 
New Work.:.<..-0- Now Wark. .:....1:}:-Giebpin R00... .. Lm ae Ben noi No action. 
Crone-Fredericks Travel Service...._- Letter from secretary 
followup audit. 
Frederics-Helton Travel Service_......| Followup audit. 
Glassup Travel Service, Ine______..--- Disapproved on 
review. 
Madison Square Travel Bureau, Inc_.| No action. 
Thomas Mooney Travel Service - - - -_- Letter from secretary; 
followup audit. 
Murray Hill Travel Service, Inc_--__- Do, 
New York Travel Service. ..........-- Do. 
Rex Travel Agency, Inc..........-.---- Do. 
€ £, | ee eee Do. 
Washington Square Travel Service ---- Do. 
ON cnet onan} COMMS okies Barker Travel Service.............---- Followup audit. 
Pennsylv ania__.....| Pittsburgh. .._.__- Forbes Travel Service... ..........---- Letter from secretary; 
followup audit. 
Washington_ --_-.-- Renac. . tice Universal Travel Directors (and \ 


branch, Honey Hanson Travel 
Service, Seattle, Wash.). 
| Where-To-Go Travel Service___.-_-..--- Do. 
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(Airlines) 


WEDNESDAY, MAY 16, 1956 


Howse or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:05 a. m., im room 
346, Old House Office Building, Hon. Emanuel Celler (chairman of 
the Judiciary Committee) presiding. ; 

Present : Representatives Celler, Rodino, Rogers, Quigley, Keating, 
and McCulloch. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel; Thomas H. McGrail, assistant counsel; Leonard Ap- 
pel, assistant counsel; and Julian H. Singman, assistant counsel. 

The Cuarrman. The committee will come to order. 

Mr. Tipton and Mr. Gewirtz are present, and I would like to con- 
tinue some questions directed to Mr. Gewirtz, if I may, or Mr. Tipton. 


TESTIMONY OF STUART G. TIPTON, PRESIDENT; ACCOMPANIED 
BY STANLEY GEWIRTZ, VICE PRESIDENT, JOHN L. LUNDMARK, 
ASSISTANT EXECUTIVE SECRETARY, D. W. MARKHAM AS- 
SISTANT GENERAL COUNSEL; AND E. ROBINSON, ASSOCIATE 
DIRECTOR, DIVISION OF AIR TRANSPORT ECONOMICS, AIR 
TRANSPORT ASSOCIATION 


The Cuatmrman. One of the functions, as I understand it, of the 
ATA as a trade association is to act as a spokesman to represent the 
industry for the certificated carriers; that 1s correct; is it not? 

Mr. Treron. That is right. 

The Cuatrman. Will ATA undertake to represent the industry on 
matters pending before the CAB if one member of the ATA takes a 
position contrary to the other members of the ATA? What do you 
do under those circumstances ? 

Mr. Tipron. Under those circumstances, the ATA usually would 
not appear. However, there have been cases in the past, I believe, in 
which we have appeared on behalf of the industry even though there 
might be one member who disagreed. . 

Under those circumstances, under those circumstances you would, of 
course, state that one member did disagree. ; 

Now, I can’t recall specifically cases as examples of those, but I 
think there have been. 


1823 
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The Cuarrman. Well, one member would be in a position to block 
the efforts of the other members? Would you be dissuaded from tak- 
ing a stand contrary to that one dissenting member ? 

r. Tipton. It would depend upon the case and the circumstances, 

The general policy of the association and the general approach to 
problems of that sort is as follows: That is in the board of directors 
of the Air Transport Association, for example, a particular proposal is 
made or action by the ATA, and that is opposed by members of the 
board of directors, or if the disagreement of other members of the as- 
sociation is known, the policy would be first voted upon. 

If there was disagreement with it, if there was a minority voting 
against it, then the question, the further question would arise under 
these circumstances: Should the Air Transport Association take any 
position at all? 

And that involves a question of policy as to whether, when there are 
conflicts within the association, whether the association’s position could 
be effective or whether, under all the circumstances, it is wise to have 
the ATA go forward. 

And over the years, as I recall, we have treated those problems in a 
variety of different ways. Sometimes the A?'A has gone forward; 
sometimes it has not. 

The Cuamman. Well, is there effort made by you, pias staff, or 
other members of the ATA, to get a unified policy, to bring the dis- 
sident members over to your side, or to one side or another ? 

Mr. Treron. Yes. In the discussion of any particular question of 
policy or determination of a position, there is a great deal of discussion 
as to what is the sound policy to follow. 

In the event of disagreement, then the practice would be to talk to 
both sides to see if there is possibly a middle ground that would be—— 

The Cuatmrman. How far do you go to try to bring the dissenting 
member over or the dissenting members over? Do you bring any 
pressure to bear on them? 

Mr. Tipron. The answer to that can be a categorical “No,” and the 
measures that are taken to bring them over are argument, discussion. 

The Cuarmman. Just — nothing else? 

Mr. Treron. That is right. 

The Cuatrman, No threat of expulsion ? 

Mr. Treron. No threat of expulsion. 

The Cxuartrman. I ask for a letter, a document in the form of a 
communication from one Croil Hunter to Emory Land, February 12, 
1948. 

Mr. Harkins. This is a letter from Croil Hunter, president of the 
Northwest Airlines, to Adm. Emory S. Land, president, Air Transport 
Association of America, dated February 12, 1948. I wil read parts 
of this letter : 

As you know, the association has represented the industry in several recent 
cases before the Board opposing its policy of granting blanket exemptions au- 
thorizing operations by noncertificated carriers. I refer specifically to regulations 
292.1, 292.5, and 292.6. The latest of this series, 292.7, involves the same general 
issues and policies but relates specifically to air transportation between the 
United States and Alaska. 


In view of the fact that Alaska Airlines, a member of the association, was to 
appear in support of the proposal, Mr. Tipton advised Northwest, Pan American, 
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and Pacific Northern whose interets dictated a continued opposition to the 
general policy as well as a review of the specific proposal, that the association 
would be unable to take part. Under these circumstances, the three above- 
mentioned carriers participated on their own behalf. 

At the oral argument, counsel for Alaska Airlines not only attacked the 
specific proposal in issue but made a general attack upon the certificated carriers 
as a whole and their opposition to the growth of the noncertificated industry. 
This is another case where one member of the association can successfully block 
the association’s participation in an industry-approved program. In this par- 
ticular case, the member is of minor importance to the association and con- 
tributes practically nothing either by way of dues or prestige. In fact, its 
major interest is opposed to one of the industry's basic policies. 

I should like this matter put on the agenda for the next directors’ meeting 
of the association at which time I expect to propose that Alaska Airlines be 
asked to withdraw from the association. 

A carbon copy of this letter was sent to the attorneys for Alaska Air- 
lines, Pan American Airways, and Pacific Northern Airlines. 

The Cuatrman. I would like to ask, in view of that statement. from 
Mr. Hunter to Emory Land, did the ATA board of directors, if you 
know, discuss the advisability of asking Alaska Airlines to withdraw 
from the association ? 

Mr. Treron. I can’t recall any such discussion. 

The Cuarrman. Do you recall this particular letter which has now 
been offered and received in the record ? 

Mr. Treron. I have a very vague recollection of the receipt of the 
letter, and of the circumstances which preceded it. There was an 
instance, as the letter indicates, where I individually decided that 
the ATA would not participate in the particular case, as I recall; 
and in the course of making that decision, provoked that corres- 
pondence. 

_ However, I can’t recall any discussion in the board of directors about 
it. 

I need not point out, I take it, that Alaska Airlines is a member of 
the association, and has been all during those years. 

Mr. Harkins. Do you know whether there was ever any pressure 
brought to bear by any of the other members concerning this matter 
upon Alaska ? 

Mr. Treron. I know of no expression of that sort from any other 
member. 

Mr. Harxins. And you know—— 

Mr. Treron. Excuse me. Alaska Airlines did remain as a member 
of the association, and I can’t recall any discussion of the proposal in 
that letter. 

_ Mr. Hargins. Do you know whether Alaska Airlines has changed 
its position on the specific matter concerning these regulations which 
are under discussion in this letter ? 

Mr. Treron. Yes, I would say that Alaska Airlines, not as a result 
of that letter, but as a result of route development, has changed its 
position. 

As I recall, they were operating on a nonscheduled basis from the 
— to Seattle. The Civil Aeronautics Board later certificated 
Alaska Airlines to serve the route from Seattle to Fairbanks, and the 
airline is no longer vigorously taking the position described there. 

(The document referred to is as follows Er. 
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ExHrBit C 


NORTHWEST AIRLINES, INC., 
St. Paul, Minn., February 12, 1948. 
Adm. Emory S. LAnp, 
President, Air Transport Association of America, 
Washington, D.C. 

Dear ApMrRAL LAND: A situation has arisen in connection with a recent pro- 
ceeding before the Civil Aeronautics Board, which, in my opinion, raises an issue 
that should be discussed at the next directors’ meeting. 

As you know, the association has represented the industry in several recent 
cases before the Board opposing its policy of granting blanket exemptions 
authorizing operations by noncertificated carriers. I refer specifically to regula- 
tions 292.1, 292.5, and 292.6. The latest of this series, 292.7, involves the same 
general issues and policies but relates specifically to air transportation between 
the United States and Alaska. 

In view of the fact that Alaska Airlines, a member of the association, was to 
appear in support of the proposal, Mr. Tipton advised Northwest, Pan American, 
and Pacific Northern whose interests dictated a continued opposition to the gen- 
eral policy as well as a review of the specific proposal, that the Association 
would be unable to take part. Under these circumstances, the three above- 
mentioned carriers participated on their own behalf. 

At the oral argument, counsel for Alaska Airlines not only attacked the specific 
proposal in issue but made a general attack upon the certificated carriers as a 
whole and their opposition to the growth of the noncertificated industry. This 
is another case where one member of the association can successfully block the 
association’s participation in an industry-approved program. In this particular 
case, the member is of minor importance to the association and contributes 
practically nothing either by way of dues or prestige. In fact, its major interest 
is opposed to one of the industry’s basic policies. 

I should like this matter put on the agenda for the next directors’ meeting of 
the association at which time I expect to propose that Alaska Airlines be asked 
to withdraw from the association. 

Very truly yours, 
Crom Hunter, President. 


Mr. Harkins. ATA assists the CAB and CAA in promulgating 
regulations, does it not? 

Mr. Tireron. Well, no. I am not sure I have the implication to the 
question straight, but we don’t assist in promulgating regulations. 

Mr. Harkins. When new regulations, such as those numbered here 
that I read in the letter, are being considered, either by CAB or CAA, 
does not ATA advise those agencies what the industry position is 
concerning the subject matter that is under discussion ? 

Mr. Treron. The procedure is one that is prescribed in the Adminis- 
trative Procedure Act. The Board issues a draft release, as they 
call it, in which they say, “We propose to issue a particular regula- 
tion.” And the ATA often represents all of the certified carriers 
re are affected by the particular regulation in making comments 
about it. 

The CHarrman. It is true, is it not, Mr. Tipton, one of the major 
functions of the ATA is to secure a unified policy among the certificated 
members on ways to prevent other than certificated carriers from 
engaging in extensive operations in commercial air transportation ? 

Shall I read that again? 


Mr. Tipton. I would appreciate it if you would, Mr. Chairman. 

The Cuarrman. Is not one of the major functions of your associa- 
tion to secure a unified policy on ways to prevent. other than certifi- 
cated carriers from engaging in extensive operations in commercial 
air transportation ? 

Mr. Treron. My answer to that question would be “no”; and, if I 
may, I will explain my answer. 
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The CuarrMan. Yes, sir. 

Mr. Tieton. The policy of the Air Transport Association, which is 
established by its members, is to urge that the conduct of air transport 
operations of large or relatively large scale be made, be done, under 
certificates of convenience and necessity. 

The basic reason for our position there is that if you do not follow 
that course, as prescribed in the statute, you create a discriminatory 
regulatory situation, in that you have one group of carriers that 
are bound by certificates of convenience and necessity, and another 
group of carriers that are not so bound. 

So that we do follow a policy of urging the Congress, the Civil 
Aeronautics Board, and others, that the certificate process be followed 
directly as it is prescribed in the statute, and that any exemptions 
to it be extremely limited in character. 

Now, in answering the question “no,” even in pursuing that policy, 
I would not say it was a major part of the Air Transport Association’s 
functions. It is one of the policies that we urge before, as I have said, 
any body which is interested in the question, including, of course, 
this committee. 

The CHarrman. I think that is a natural answer and a natural 
reaction to my question, and that is what I would expect you to give 
us. And I think it isa very fair reflection of what you are doing. 

However, the ATA does offer a forum where you can solidify your 
opposition to noncertificated carriers expanding their operations ¢ 

Mr. Treron. Well, the ATA has been the machinery within which 
this policy has been adopted that we have described. 

The Cuairman. | do not want you to think that by my asking that 
question that way, I am primarily interested in noncertificated car- 
riers. I am not. I do not want to express any preference on either 
side of the line. I am trying to get the facts, and that is what the 
committee wants to do. 

Mr. Tipron. Certainly. 

The CHarrman. Under the original articles of association of the 
ATA, each operating member of the association was entitled to one 
vote originally. That is correct, is it not? 

Mr. Tieton. That is correct. 

The Cuatrman. Were not the articles of association amended in 
1946 and in 1948 to provide for what is known as the system of 
weighted voting? 

Mr. Tipron. That is correct. I can’t identify the dates, but some- 
time along that period the articles were changed to allow for weighted 
voting. 

I should emphasize, Mr. Chairman, that was in a total membership 
meeting you have weighted voting. 

The Cuarrman. Yes. I mean total membership. 

Mr. Treron. The board of directors is the executive board of the Air 
Transport Association, and in the board of directors, of course, each 
member of the board has one vote. 

The Cuatrman. In 1948, in the 1948 amendment to the articles of 
association, the basis on which votes were cast is the number of revenue 
ton-miles flown by each carrier; is that not correct ? 

Mr. Tipton. That is, yes; that is correct. 

The Cuatrman. Is it not true that under this system, members fly- 
ing up to 500,000 revenue ton-miles are entitled to 1 vote; those flying 
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500,000 up to 20 million revenue ton-miles get 2 votes; members flying 
20 million revenue ton-miles get 3 votes, plus 1 vote for each additiona 
10 million revenue ton-miles Town ¢ Isthat correct? 

Mr. Treron. I cannot really remember those figures. I take it that 
those have been taken from our current articles of association. 

The CuarrMan. We got those from your articles. 

Mr. Tipron. And that being the case, I am sure they are correct. 

The Cuarrman. The purpose of these amendments was to give the 
larger airline members a greater voice and, therefore, more assured 
control over the activities of the association ? 

Mr. Tieron. I can’t recal! the purpose of that change in the voting. 

The CuatrMan. But that is the effect ; is it not? 

Mr. Tipton. The etffect of it would be to increase the voting power 
os the larger members by giving them additional votes the larger they 

ame, 

The Cuamrman. The effect is, is it not, since the change, that the five 
largest airline members—to wit, American, TWA, United, Eastern, 
and Pan American—control over 50 percent of the votes under this 
weighted formula, weighted voting formula? 

Mr. Tieton. That I cannot be sure of, because I never—— 

The Cuatrman. That is correct, is it? 

Mr. Tieton. Well, I was just going to say, I have never computed 
how it works out, and the one reason I never computed it is that the 
Air Transport Association so rarely votes on anything. 

Our membership meetings are such that the determination of a 
particular policy is usually made without voting, and all efforts are 
made to make certain that it is a unanimous vote. I think we voted 
on something maybe twice in the past 4 years, where that has become 
important. Most of the business of the association is transacted in 
the beard ef directors’ meetings. 

The Gmamaan. How many voting members are there? 

Mr. Tieton. There are—we have some associate members who don’t 
vote, and we haye a total membership, I believe, of 48, and I think 
there are 40 voting members. 

The Cuamman. The feeders, as a unit, in their entirety, get two 
votes ; do they not ? 

Mr. Tieton. Each feeder gets—each feeder airline gets whatever 
vote he is entitled to under that formula. 

The Cuairman. Is there not an arrangement whereby all the feed- 
ers 5s get two votes in their entirety ? 

r. Treton. No. I think there is confusion there, Mr. Chairman, 
between the board of directors and the membership meeting. Each 
feeder line gets a vote as he falls in that. 

The Cuairman. The weighted formula? 

Mr. Tipron. In that weighted formula. And, of course, that would 
give the feeder lines at least 14 votes, since there are 14 of them. 

In the board of directors, the feeder lines, as a matter of practice or 
tradition, have two members of the board of directors. 

Mr. McCutxocnu. But, Mr. Chairman, each of those two members 
of the board of directors would have the same vote and their vote 
have the same weight as any other director; would they not? 

Mr. Tieton. That is right. 

The local-service man on the board of directors would have the 
same weight in voting as the largest airlines. 








ao 


a, gars 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1829 


Mr. McCutxocn. There would be no difference in the voting in the 
board of directors meeting of a corporation, where a small stockholder 
would cast 1 or 10, or whatever the number of shares he had, for a 
particular director, or might accumulate it, if he wished to. But the 
director finally casts an equal vote to any other members of the board. 

Mr. Treron. That is right. That is the case of our board of 
directors. 

The Cuairman. In other words, the weighted voting formula does 
not apply to the votes of the board of directors. 

Mr. Treron. It does not. 

The Cuatrman. It is only when you have a vote by the general 
membership. 

Mr. Tieton. That is right. 

The Cuarrman. Now, will you prepare a chart for us, subsequently, 
showing the present voting strength of these five carriers that I have 
mentioned, individually and collectively, under the weighted voting 
formula, and under the 1936 articles of association ? 

Mr. Harkins. Pardon me. To clarify that, we want a chart which 
will show the present voting strength of American, TWA, United, 
Eastern, and Pan American; and another chart which shows their 
voting strength under the original 1936 articles of association. 

Mr. Treron. Is that as of—well, they have each had one vote. 

The Cuarrman. As of 1936, and as it is now. 

Mr. Treron. Yes. All right. 

The CuatrMan. Show the voting strength of each one of those lines, 
and what they are, also, collectively. 

Mr. Treron. We will prepare a table showing that. 

The Cuatrman. Will you also prepare a chart which sets forth 
the membership of the ATA’s board of directors, and the airlines 
represented on the board of directors, for each year from 1936 to the 
present? Will you do that for us? 

Mr. Treron. Yes. We have that. We can easily furnish it. 

(The Air Transport Association supplied the following :) 

It should be pointed out that the weighted voting formula is used but rarely, 
since most of the association’s business is transacted by its board of directors. 

The question was raised with respect to the voting strength in the ATA, first 
of American Airlines and then the Big Four plus Pan American, in 1936 and at 
present time. 

At meetings of ATA’s board of directors, each director has one vote; the 


attached chart shows the voting strength of member carriers at membership 
meetings in 1936 and in 1955 (appendix G). 


Air Transport Association of America voting strength 1936 


American Airlines United Air Lines 
Braniff Airways Varney Air Transport 
Central Airlines Western Air Express 
Chicago & Southern Airlines Wilmington Catalina Airlines 
Delta Air Lines Wyoming Air Lines 
Eastern Air Lines 

Hanford Airlines 

Inter-Island Airways 

National Airways 

National Parks Airways 

National Airlines System 

Northwest Airlines 

Pan American Airways 

Pennsylvania Central Airlines... 

Transcontinental & Western Air_. 


1Or 25 percent. 
77632—57—t. 1, vol. 327 
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Air Transport Association of America voting strength 1955 


A ST Sco ee enn 


Allegheny Airlines_.........-. ~~ 2 
American Airlines__..____..----- *44 
Bonanza Air. Lines......_....... 2 
ee eR cai crtecece ce tnt 7 
CURRIES er Eoin ec tesla 9 
Gontral ‘Distines..... ck ws a 2 
Golanial : Airlines: cs 2 
Continental Air Lines___.__.--_--- 2 


CORTE: BIO ices tines 1 
DRE BOP TA ee cance ee 
Eastern Air Lines________________ 


Preemption «Aggies ...66o i bs 2 
BR Waa | BIT, cctdie ni nd cen 2 
Helicopter Air Service___._________ 1 
Lake Central Airlines_........_._ Z 
Los Angeles Airways___-__--____- 1 
Mackey ; Aitlingees nit 1 
Mohawk Airlines..............._ 2 
Netional  Alviieeg 9 
New EOGe eee. 1 
North Central Airlines_.___.______ 2 
Northeast Airlines_._..__________ 2 
Northern Consolidated Airlines_._. 2 
Northwest Airlines_._..._.________ 11 
Cee tae eee a a 2 


1Or 16.29 percent. 
2 Or 60.74 percent. 


Pacific Northern Airlines________~- 
Pan American-Grace Airways____- 
Pan American World Airways__-_- 
Piedmont Airlines... asi .25-+456 
Pioneer Air Lines cs 
Reeve Aleutian Airways_________-_ 
mene: Dien ee i I 
Southern Airways____.....-.-_~- 
Southwest Airways Co___-_------ 
Trans Texas Airways___________- 
Trans World Airlines__.......__ 
Vawee 2 eee... 5 ae 
West Coast Airlines.__........_ 
West: Gar Saee. e 
Wien Alaska Airlines____._________ 








IE si cals utics setts as aet tian 270 
PEs kk ks eee be ects ee 44 
PNG ose eee ches a 32 
mre etna et i Oia 33 
Ri 6 tide dS 35 
Pan American... .<.4iis css dn tow 20 

2164 


COMPOSITION OF ATA Boarp or Directors From 1936 To 1956 


MEMBERSHIP OF ATA 
1936 : 
T. E. Braniff, Braniff Airways 


BOARD OF DIRECTORS 


E. V. Rickenbacker, Eastern Air Lines 


Paul Collins, National Airways 


Jack Frye, Transcontinental & Western Air 


Croil Hunter, Northwest Airlines 
W. A. Patterson, United Air Lines 
C. R. Smith, American Airlilnes 
1987 : 
T. E. Braniff, Braniff Airways 
Paul Collins, National Airways 


Jack Frye, Transcontinenal & Western Air 


(roil Hunter, Northwest Airlines 
W. A. Patterson, United Air Lines 


E. V. Rickenbacker, Eastern Air Lines 


C. R. Smith, American Airlines 
1938: 
T. E. Braniff, Braniff Airways 


Jack Frye, Transcontinental & Western Air 
C. Bedell Monro, Pennsylvania-Central Airlines 


W. A. Patterson, United Air Lines 


Carleton Putnam, Chicago & Southern Airlines 
E. V. Rickenbacker, Eastern Air Lines 


C. R. Smith, American Airlines 
1939 : 
T. E. Braniff, Braniff Airways 


Jack Frye, Transcontinental & Western Air 
C. Bedell Monro, Pennsylvania-Central Air Lines 


W. A. Patterson, United Air Lines 


E. V. Rickenbacker, Eastern Air Lines 
Thos. Fortune Ryan III, Mid-Continent Airlines 


Cc. R. Smith, American Airlines 
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1940: 
T. E. Braniff, Braniff Airways 
Jack Frye, Transcontinental & Western Air 
C. Bedell Monro, Pennsylvania-Central Airlines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
Robert Six, Continental Air Lines 
C. R. Smith, American Airlines 
1941: 
T. E. Braniff, Braniff Airways 
Jack Frye, Transcontinental & Western Air 
C. Bedell Monro, Pennsylvania-Central Airlines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
C. R. Smith, American Airlines 
C. E. Woolman, Delta Air Lines 
1942 (Minutes for year 1942 missing (annual meeting). However from di- 
rectors’ meeting minutes, it appears that following were Members of board 
of directors for 1942) : 
T. E. Braniff, Braniff Airways 
G. T. Baker, National Airlines 
Jack Frye, Transcontinental & Western Air 
Croil Hunter, Northwest Airlines 
J. W. Miller, Mid-Continent Airlines 
O. M. Mosier, American Air Lines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
C. E. Woolman, Delta Air Lines 
1943 : 
G. T. Baker, National Airlines 
Jack Frye, Transcontinental & Western Air 
Croil Hunter, Northwest Airlines 
J. W. Miller, Mid-Continent Airlines 
O. M. Mosier, American Airlines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 


O. M. Mosier, American Airlines 
T. E. Braniff, Braniff Airways 
T. C. Drinkwater, Continental Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
C. Bedell Monro, Pennsylvania-Central Airlines 
Jack Frye, Transcontinental & Western Air 
W. A. Patterson, United Air Lines 
1945: 
E. V. Rickenbacker, Eastern Air Lines 
Jack Frye, Transcontinental & Western Air 
O. M. Mosier, American Airlines (replaced by C. R. Smith on July 25, 1945). 
Croil Hunter, Northwest Airlines 
T. BE. Braniff, Braniff Airways 
C. Bedell Monro, Pennsylvania-Central Airlines 
Paul Collins, Northeast Airlines 
1946: 
Croil Hunter, Northwest Airlines 
©. Bedell Monro, Pennsylvania-Central Airlines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
©. R. Smith, American Airlines 
T. B. Wilson, Trans World Airlines 
©. E. Woolman, Delta Air Lines 
1947: 
E. V. Rickenbacker, Eastern Air Lines 
W. A. Patterson, United Air Lines 
J.T. Trippe, Pan American Airways 
T. E. Braniff, Braniff Airways 
Joseph Garside, E. W. Wiggins Airways 





1832 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


1947—Continued 
C. R. Smith, American Airlines 
C. Bedell Monro, Pennsylvania-Central Airlines 
C. E. Woolman, Delta Air Lines 
T. B. Wilson, Trans World Airlines (replaced by LaMotte T. Cohu effective 
June 17, 1947) 
1948 : 


LaMotte T. Cohu, Trans World Airlines (replaced by W. L. Pierson effective 
June 22, 1948) 
T. C. Drinkwater, Western Air Lines 
Croil Hunter, Northwest Airlines 
W. A. Patterson, United Air Lines 
E. V. Rickenbacker, Eastern Air Lines 
C. R. Smith, American Airlines 
Robert J. Smith, Pioneer Air Lines 
Juan T. Trippe, Pan American Airways 
sit EB. Woolman, Delta Air Lines 
1 : 
T. EB. Braniff, Braniff Airways 
J. H. Carmichael, Capital Airlines 
Robert M. Love, All American Airways 
W. A. Patterson, United Air Lines 
Warren L. Pierson, Trans World Airlines 
E. V. Rickenbacker, Eastern Air Lines 
C. R. Smith, American Airlines 
J.T. Trippe, Pan American Airways 
. E. Woolman, Delta Air Lines eh 
1950: said 
. Smith, American Airlines 
. Carmichael, Capital Airlines 
. Rickenbacker, Eastern Air Lines 
. Miller, Mid-Continent Airlines 
il Hunter, Northwest Airlines 
. Trippe, Pan American Airways 
HL Davis, Piedmont Airlines 
. L. Pierson, Trans World Airlines 
. A. Patterson, United Air Lines 


Qs 


OsBHOQ 
2 amp 


'T 


4 


1951: 
. R. Smith, American Airlines 

. M. Love, All American Airways 
. E. Braniff, Braniff Airways 
. 
=e 


WO” ggns 


Carmichael, Capital Airlines 
Rickenbacker, Eastern Air Lines 
ge Gardner, Northeast Airlines 
Trippe, Pan American Airways 
Pierson, Trans World Airlines 
Patterson, United Air Lines 


(2 I S4 
mS. 


eo 


a 
ae 
1952: 
Smith, American Airlines 
Carmichael, Capital Airlines 
Stewart, Chicago & Southern Airlines 
Rickenbacker, Eastern Air Lines 
Baker, National Airlines 
Trippe, Pan American Airways 
Underwood, Robinson Airlines 
. L. Pierson, Trans World Airlines 
. A. Patterson, United Air Lines 


SAnLeMbES” Aas. 


1953 : 
Smith, American Airlines 
Braniff, Braniff Airways 
Carmichael, Capital Airlines 
fobert F. Six, Continental Air Lines 

. V. Rickenbacker, Bastern Air Lines 

. V. Underwood, Mohawk Airlines 

. T. Trippe, Pan American Airways 

. H. Connelly, Southwest Airways 


-T. 
.R. 
. 
A. 
: We 
BR 
wie 
es 
. R. 
. E. 
- 


SS SO: 
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1958—Continued 
W. L. Pierson, Trans World Airlines 
W. A. Patterson, United Air Lines 
1954: 
O. Barnes, Allegheny Airlines 
Smith, American Airlines 
Woolman, Delta Air Lines 
Rickenbacker, Eastern Air Lines 
Harris, Northwest Airlines (later resigned and replaced by J. H. Car- 
ichael, CAP) 
. Trippe, Pan American Airways 
-H. Connelly, Southwest Airways 
. L. Pierson, Trans World Airlines 
. Patterson, United Air Lines 
. Drinkwater, Western Air Lines 


se. 
. EB. 
Le 
. R. 


ages mpooM 
mH 


. Barnes, Allegheny Airlines 
. Smith, American Airlines 
. Beard, Braniff Airways 
. Rickenbacker, Eastern Air Lines 
. Myhre, Frontier Air Lines 
. Baker, National Airlines 
. Nyrop, Northwest Airlines 
. Trippe, Pan American Airways 
Pierson, Trans World Airways 
Patterson, United Air Lines 
Cummings, Jr., New York Airways 


FPaqyvpoonoan-. 
pid <mwo Qp 


i" 
aacrageonee'r. 


Pit 


Smith, American Airlines 
Six, Continental Air Lines 
Rickenbacker, Eastern Air Lines 
Myhre, Frontier Air Lines 
Baker, National Airlines 
Gardner, Northeast Airlines 
Carr, North Central Airlines 
Cummings, New York Airways 
Trippe, Pan American Airways 
. Pierson, Trans World Airlines 
. Patterson, United Air Lines 


x 
a 
i 
ae 
. 

Lee 
lo. 
ee 
.E. 

.N, 
.L. 
T. 


The Cxarrman. Will you also prepare a chart which gives the 
names of the individuals occupying the following offices of the ATA 
for each year from 1936 to the present, that is, the president, the vice 
president, the secretary, the treasurer, the excutive director, ‘and gen- 
eral counsel. 

Mr. Tieton. Yes, to the extent that we had those offices, we will pre- 
pare a chart. I think possibly it would serve your purposes if we 
prepared a chart showing the offices of the association from 1936 to 
the present. 

The Carman. That is right. 

(The information referred to is as follows: 4 


Orricers or ATA From 1936 To 1956 
1936: 
President, Edgar S. Gorrell 
Vice president, W. A. Patterson 
. Secretary and treasurer, Fowler W. Barker 
1937 : 
President, Edgar S. Gorrell 
Vice president, Croil Hunter 
Secretary and treasurer, Fowler W. Barker 
8 . 


President, Edgar 8. Gorrell 
Vice president, Croil Hunter 
Secretary and treasurer, Fowler W. Barker 
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1939 : 
President, Edgar S. Gorrell 
Vice president, Croil Hunter 
un and treasurer, Fowler W. Barker 
President, Edgar 8S. Gorrell 
Vice president, Thomas F. Ryan III 
ugar and treasurer, Fowler W. Barker 
President, Edgar S. Gorrell 
Vice president, Robert F. Six 
i Secretary and treasurer, Fowler W. Barker 
2 . 


President, Edgar S. Gorrell 
Vice president, Robert F. Six 
eae ee and treasurer, Fowler W. Barker 
1 : 
President, Edgar S. Gorrell 
Vice president, C. E. Woolman 
Secretary and treasurer, F. W. Barker 
1944: 
President, Edgar S. Gorrell 
Vice president, Croil Hunter 
Secretary, M. F. Redfern 
Treasurer, J. F. Hintersehr 
1945: 
President, Edgar S. Gorrell (deceased March 1945; S. G. Tipton, acting) 
Vice president, J. W. Miller (C. Bedell Monro replaced Mr. Miller on March 
9, 1945) 
Secretary, M. F. Redfern 
Treasurer, J. F. Hintersehr 
1946: 
President, Emory 8S. Land 
Executive vice president, Robert Ramspeck 
Vice president (operations and engineering), Milton W. Arnold 
Secretary, M. F. Redfern 
Treasurer, J. F. Hintersehr 
Vice president (traffic), M. F. Redfern (effective June 25, 1946) 
1947 : 
President, Emory 8S. Land 
Executive vice president, Robert Ramspeck 
Vice president (traffic), secretary, M. F. Redfern 
Vice president (operations and engineering), M. W. Arnold 
Vice president and director of information, John W. Thompson 
Treasurer, J. F. Hintersehr 
1948 : 
President, Emory 8S. Land 
Executive vice president, Robert Ramspeck 
Vice president (traffic), secretary, M. F. Redfern 
Vice president (operations and engineering), M. W. Arnold 
Vice president and director of information, John W. Thompson 
Treasurer, J. F. Hintersehr 
1949 : 
President, Emory 8. Land 
Executive vice president, Robert Ramspeck 
Vice president (traffic), secretary, M. F. Redfern 
Vice president (operations and engineering), M. W. Arnold 
Vice president and director of information, John W. Thompson 
Treasurer, J. F. Hintersehr 
1950 : 
President, Emory S. Land 
Executive vice president, Robert Ramspeck 
Vice president (traffic), secretary, M. F. Redfern 
Vice president (operations and engineering), M. W. Arnold 
Vice president and director of information, John W. Thompson 
Treasurer, J. F. Hintersehr 
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1951 : 
President, Emory 8S. Land 
Executive vice president, Robert Ramspeck (on leave of absence from March 
1951 to June 30, 1952) 
Vice president (traffic), secretary, M. F. Redfern 
Vice president (operations and engineering), M. W. Arnold 
Treasurer, J. F. Hintersehr 
1952: 
President, Emory 8S. Land 
Vice president (operations and engineering), M. W. Arnold 
Vice president (traffic), secretary, M. F. Redfern (deceased June 23, 1952) 
Treasurer, J. F. Hintersehr 
Secretary, J. D. Durand (effective June 24, 1952) 
1953 : 
President, Emory S. Land 
Vice president (operations and engineering), M. W. Arnold 
Vice president (traffic), C. C. Hubbard 
Secretary, J. D. Durand 
Treasurer, J. F. Hintersehr 
1954 : 
President, Earl D. Johnson (effective February 1, 1954) 
Vice president (operations and engineering), M. W. Arnold 
Vice president (traffic), C. C. Hubbard (deceased February 1954) 
Secretary, J. D. Durand 
Treasurer, J. F. Hintersehr 
Vice president (finance and accounting), E. F. Kelly (effective June 1954) 
1955 : 
President, Earl D. Johnson (replaced by Harold L. Pearson effective July 
1, 1955) 
Vice president (operations and engineering), M. W. Arnold 
Vice president (finance and accounting), E. F. Kelly 
Vice president (public relations), W. R. Player 
Assistant vice president (traffic), F. J. Macklin 
Secretary, J. D. Durand 
Treasurer, J. F. Hintersehr 
1956 : 
President, 8S. G. Tipton 
Vice president (operations and engineering), M. W. Arnold 
Vice president (public relations), W. R. Player 
Vice president (finance and accounting), E. F. Kelly 
Vice president (assistant to president), Stanley Gewirtz 
Assistant vice president (traffic), F. J. Macklin 
Secretary, J. D. Durand 
Treasurer, J. F. Hintersehr 
Vice president (public affairs), Warren Martin (effective March 28, 1956) 


Mr. Harkins. Does ATA have bylaws? 

Mr. Trpron. The articles of association. 

Mr. Harxrns. In addition to the articles of association ? 

Mr. Treron. No, we do not. 

Mr. Harkins. You do not have any bylaws? 

Mr. Treron. No. 

The Cuarrman. With reference to appearance before the CAB 
by your association, in 1946 did not the certificated air carrier industry 
adopt an overall industry program to oppose competition in the air 
transportation industry ? 

Mr. Trpron. May I have that date? I am sorry, I missed it. 

The Cuarrman. In 1946, I am speaking of 1946, did not the cer- 
tificated air carrier industry, represented by ATA, adopt an overall 
industry program expressing opposition to any additional competition 
in the air freight transportation field? 

Mr. Trpron. Here again, I can’t get a complete fix on the dates, 
but generally during that period, the association determined upon a 
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policy of opposition to the certification of the specialized freight car- 
rier; that it, a carrier that would specialize in freight only. 

That opposition was based upon economic factors, which we felt 
would not justify, in terms of the economics of the industry as a whole 
the establishment of these specialized carriers, largely on the ground 
that you needed a broader base, you needed a broader base of air- 
transport operations, in order to be able to operate successfully and 
to become a strong carrier, a broader base represented possibly by the 
carriers that were then certificated for the carriage of both passengers 
and cargo and mail. 

You needed, we felt you needed that in order to maintain a sound 
economic position. And in the course of proceedings before the 
Board, which lasted for a couple of years at least, we argued to the 
Board that they should not certificate specialized carriers of that sort, 
because they would be weak——— 

The CHarrMan. Forgive my interrupting, but your answer, then, 
is “yes,” with your explanation ? 

Mr. Tipton. Well, I wouldn’t say it was “yes.” 

The Cuarrman. Your answer to my question is “yes,” is it not? 

Mr. Tipton. I would not say it was “yes,” and let me illustrate why 
I would not say it was “yes.” 

If the freight carriers which were applying for certificates and 
urging their issuance had been urging certificates authorizing the car- 
—_ of freight, passengers and mail, we would not have been involved 
in the matter in the slightest. 

The Cuarrman. In other words, you did oppose new entrants into 
the air freight transportation field ? 

Mr. Trpron. As specialized carriers, on these economic grounds. 
We opposed them in this CAB proceeding, and I have explained the 
reason for it. 

The Cuarrman. I understand, and the explanation is the one I 
would probably give if I were in your place; it is proper. 

In other words, your group got together, and you felt there should 
be no newcomers in the air freight transportation field ? 

Mr. Treron. Now, here again, I want to explain, it was not a case 
of newcomers in the air freight transportation field, because there had 
been quite a number of newcomers in the air freight transportation 
field. 

Our position there had been that the newcomers in the air freight 
transportation field should, if they are certificated at all, be certificated 
for a broader operation, as were the local-service lines, as were others 
who came into the air-transport business after the war, because the 
specialization on air freight was too limited a specialization to make 
a sound carrier. 

The Cuarrman, In other words, if these air-freight carriers had 
been willing to expand their operations, would you say you would not 
have offered any opposition to their entering the-—— 

Mr. Treron. We would not have. 

The Cuarmman, In other words, then, if anybody who just wanted 
to limit themselves to the air-freight industry, and would not take on 
these other operations, then you did offer an overall industry pro- 


gram opposition to them ? 
Mr. none, That is right. 


The CuatrmMan. That is correct? 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1837 


Mr. Treron. And on the grounds I have stated. 

The Cuarmman. In connection with this program, ATA represented 
the certificated carriers before the CAB to oppose the granting of 
certificates of convenience and necessity or exemptions to the cargo 
carriers in the air freight case, did it not ? 

Mr. Tieton. That is right. 

The CuarrmaNn. I would like to see offered, in this connection, 


documents of 1946. 
Mr. Harxtns. The first document is a document dated October 15, 


1946, signed by S. G. Tipton, general counsel, with copies to “Heads 
of airlines,” subject, air freight and freight forwarder cases. 


As you are no doubt aware, the directors of the Air Transport Association, at 
their last meeting, instructed the legal department of the association to appear 
in the air freight and freight forwarder cases before the Civil Aeronautics 
Board, and to oppose the granting of certificates or exemptions to applicants 
to the extent that such applicants seek to serve territory which will be ade- 
quately served by presently certificated carriers. This action was taken in 
connection with the endorsement of the overall industry program on air cargo, 
which had previously been recommended by the special committee appointed 
at the August 29 meeting on freight forwarders. 


The Cuatrman. That will be accepted in the record. 

Mr. Harkins. I will offer two more documents which I will not 
read at this time. One is dated October 29, 1946. 

The Cuarrman. Of the same import? 

Mr. Harkins. Yes, sir. This is from C. R. Smith, president, 
American Airlines, to Emory S. Land, president, Air Transport 
Association, dated October 29, 1946. 

And a memorandum dated April 7, 1947, from Fred M. Glass, presi- 
dent, to directors of Air Cargo, Inc. 

These three documents are offered. 

(The documents referred to are as follows :) 


Atr TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., October 15, 1946. 


To: Attorneys (copies to heads of airlines). 
Subject: Air Freight and Freight Forwarder cases. 

As you are no doubt aware, the directors of the Air Transport Association, 
at their last meeting, instructed the legal department of the association to appear 
in the Air Freight and Freight Forwarder cases before the Civil Aeronautics 
Board, and to oppose the granting of certificates or exemptions to applicants 
to the extent that such applicants seek to serve territory which will be ade- 
quately served by presently certificated carriers. This action was taken in 
connection with the endorsement of the overall industry program on air cargo, 
which had previously been recommended by the special committee appointed at 
the August 29 meeting on freight forwarders. 

In order to avoid duplication and conflicts between the association and the 
individual carriers appearing in those cases, it seems esSential that the attorneys 
representing the individual carriers in those cases meet with us at the earliest 
possible date. Will you, therefore, have the attorneys whom you expect to 
appear in these proceedings present at a meeting to be held in the Seneca Hotel 
in Chicago on October 24 and 25. 

S. G. Treron, General Counsel. 


AMERICAN AIRLINES, 
Washington, D. C., October 29, 1946. 
Admiral Emory S. LAnp, 
Air Transport Association, 
Washington, D. C. 

Dear ADMIRAL LAND: In response to your memorandum of October 22, here 
are some suggestions for the agenda for the directors’ and annual members’ 
meetings on December 3, 4, and 5. 
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For both meetings: 

(1) Report on the organization, status, and plans of the Joint Terminal Co. 
During the coming year this operation must be expanded if it is to receive a 
fair trial and arrangements should be made for such expansion at these 
meetings. 

(2) A uniform program for State legislation to be presented to the 44 State 
legislatures convening in 1947. We cannot continue the policy of merely opposing 
every piece of tax legislation that has been introduced. Instead we should try 
to have a constructive program to which all carriers will subscribe. We can 
continue to oppose economic and safety regulation by States on the merits of the 
question, but we cannot continue our State tax program on a catch-as-catch-can 
basis. 

(3) A report of the plans and statement of position on important Federal 
legislation which will be introduced in the 80th Congress. Some things that 
will come up are the integration program of the railroads and possible hearings 
and proposals following analysis of the Lea committee questionnaire ; new airport 
legislation; removal of the 15 percent transportation tax; aid parcel post; 
CAB control over foreign rates; multiple tax bill; a change in law permitting 
steamship companies to obtain certificates; and perhaps others. The ATA 
members should have a clear knowledge of the industry’s position. 

(4) We should examine and plan further the industry’s air freight and air 
forwarder position. These two important subjects are in the process of being 
considered by the CAB and hearings are being held, and their effect on the 
future of our business is, I fear, much more serious than any of our members 
realize. 

(5) We should take a look at the nonscheduled problem as it relates to our 
business and see if we can arrive at some workable policy with respect to the 
nonscheduled operators. They probably will again try to get some changes in 
the law to assure them preferential treatment by the CAB and the CAA. 

(6) I think we should examine the ATA advertising and publicity programs 
for 1947 with a view to combating all the railroad and steamship propaganda 
that is bound to come. It may be well also for us to consider the advisability 
of an educational program, telling the public a few of the facts about radar 
instrument landing systems and related subjects as they affect our operations. 

For the directors’ meeting: 

(1) The question of reimbursement of American Airlines of approximately 
$112,000 which we advanced to run the Airborne Instruments Laboratory, Inc., 
for the industry prior to the time the industry took over this research project. 
We have had various conversations with members of your staff on the subject 
and it seems to me that we are clearly entitled to recovery of this money. Milt 
Arnold has the file, including a letter, dated September 13, from R. W. Ayer of 
our engineering department, which tells the story. 

(2) Since the Air Coordinating Committee has achieved executive status, it 
is probably going to play an increasingly important role in determining aviation 
and air transport policy for this country. I understand that although our in- 
dustry cannot be represented on the main committee, there has been, or will be, 
set up an advisory panel for the committee on which we will be represented along 
with the manufacturers and other aviation interests. I think we ought to work 
out arrangements so that air transportation is sure to get a voice in the deter- 
mination of our national policy. Too often the Government is prone to decide 
these questions without consulting anybody in the business. In most instances 
the foreign air carriers are synonymous with their governments. We have got 
to get closer to ours. 

Sincerely yours, 
C. R. SmirxH. 


Arr Caroo, INc. 
Washington, D. C., April 7, 1947. 
To: Directors of Air Cargo, Inc. :? 
You will recall that at the last directors’ meeting I advised you of the current 
activity of Air Cargo, Inc., directed toward the preparation of tentative industry 
policy on the entire air freight program. As stated at that time, it is contem- 


1 Messrs. C. E. Beard, P. H. Brattain, R. E. S. Deichler, R. W. Ireland, E. 0. Cocke, E. I. 
Whyatt, and C. E. Woolman. 
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plated that such program will be submitted to the industry in confidential form 
for consideration prior to a policy meeting of executive representatives of each 
company. Decisions reached at this policy meeting will, of course, not only de- 
termine the course to be followed in our future activity but will form the basis 
for the industry case to be presented as the concluding phase of the current 
freight forwarder proceeding now being conducted before an examiner of the 
CAB. We are proceeding with the formulation of definite recommendations on 
the many aspects of this problem and anticipate that the complete study will 
be in the hands of the industry by the first week in May. 
Sincerely, 
Frep M. Guiass, President. 


The Cuatrman. Accepted, prior to these cases 

Mr. McCutiocu. Mr. Chairman, may I ask a question prior to 
that? 

Would it be possible for you to furnish for the record, at this 
place in the record, the net income of all grandfather or principal 
carriers, I believe as we described them here last week, for the year 
of 1946? 

Mr. Tipton. Yes; we may have that. 

Do you have that right at hand? Possibly it would be good to go 
into the record here. 

Mr. McCutxocu. If you do not have it now, can you provide it 
for the record ? 

Again, let me say, the net income of all the grandfather or prin- 
cipal carriers for the year of 1946. 

Mr. Treton. Certainly. 

(The information referred to is as follows :) 


Table showing net profit or loss of domestic grandfather carriers in 1946 
(appendix §S) : 


Net profit or loss of domestic grandfather carriers, 1946 


{In thousands] 
1 lcsatenalil — : ; pe 
| Net operat- | 
| ing and non- | 
| operating in- | 
come or loss 


Carrier Taxes ! 


| 
Net profit or 
| loss 








| Sia eee 


ita aeitctieimninccroen 7 ice } ($1, 519) | ($1, 267)| 
Braniff tilasiabwes ducthp~otubink<danee | 59 | (35) | 
Chicago & Southern. -_..........---..--- c celal (1, 154) | (237) | 
Colonial ee ees t aut (440) | (65) 
Continental a ek heka Jab Seal (5) | (23) | 
Re icici Bees ddan. ER atid pst diate A eden (181) (70) | 
adie itkak sages che nek siten kek 8, 287 | 3, 835 | 
Inland __- eee ie b “at (61) | (19) 
ROMP hs id oii 2 ce eueds jee 421 159 | 
National etipabiiieio ou ; 1,093 | 340 
Tg ora og Saag 08 Di eden atria cml 101 21 | 
Northwest. _- ;  packdaewdmbeidoce (225) (172) | 
Pennsylvania Central Bye sles ie Se eee (3, 131) | (638) | 
Transcontinental & Western Air__...---- piddeisinstdapetatcel (11, 355) | (3, 016) | 
CN ee Bed | 2, 738 934 | 
Western aa | , 16 (259) | 





(6, 532) (512) | 


: ! Federal corporate income taxes, including deductions from taxes on prior year profits for current year 
osses. 


Note.— Figures in parentheses represent losses or tax credits. 











1840 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


__ The Cuatrman. In connection with this program to which atten- 
tion has been called, did not the ATA represent the certificated car- 
riers before the CAB to oppose the granting of certificates or exemp- 
tions to applicants for status as indirect carriers in the Freight For- 
warder case ? 

Mr. Treron. That is right. 

The Cuarmrman. You have that document? 

Mr. Harkins. Yes. ; 

_ The Cuamman. There has been read into the record a document 
in connection therewith, ’ : : 

Prior to these cases, did not ATA in 1941 organize the certificated 
carriers to oppose and intervene in the CAB proceeding involvin 
the application of Universal Air Freight, Inc., for a certificate o 
convenience and necessity to engage in the business of air forward- 
ing? Do you remember that? ; ; 

r. Tipton. That was before my time, Mr. Chairman, and I have 
a recollection that there was opposition to the certification of that 
carrier. I can’t really testify about it, because—— 

The CuarrMan. We have documents. 

Mr. Tipton. If you have documents, then of course—— 

The Cuarrman. Will you read those documents? 

Mr. Harxins. Mr. Chairman, I offer the following documents: A 
document dated November 25, 1941, from Edgar S. Gorrell, presi- 
dent, Air Transport Association, which is memorandum No. 131, to 
the heads of airlines. ; . 

Another document dated November 27, 1941, entitled “Confidential 
Memorandum to Heads of Airlines,” on the subject “Application of 
Universal Air Freight Corp. for a Certificate of Convenience and 
Necessity,” signed by the president of ATA, Edgar 8, Gorrell. 

Next is memorandum No. 149, on the subject “Forwarding by 
Air—Universal Air Freight,” and I will read a paragraph of this 
document: 

As indicated in our confidential memorandum to heads of airlines dated No- 
vember 27, 1941, we took up with the Air Transport Association directors at 
their meeting of December 17 the question of industry action with respect to 
Universal Air Freight. 

The directors recommended that each carrier join in a complaint to be filed 
with the Civil Aeronautics Board praying that a cease-and-desist order be entered 
against Universal Air Freight and recommended that this complaint be filed by 
counsel for the association. The complaint would be based on the ground that 
in the absence of a CAB certificate or exemption authorizing an air-forwarding 
operation, Universal’s air operations are in violation of the Civil Aeronautics Act. 

The directors also recommended that all carriers intervene in the CAB docket 
involving Universal’s application for a certificate of convenience and necessity 
and take the position that no such certificate and no exemption should be granted 
at the present time in view of conditions arising from the national emergency 
and in view of pending studies and surveys of the air-cargo field. It was recom- 
mended that intervention papers be filed by counsel for the association for those 
carriers which have not already intervened. 

The Cuatrman. Those documents will be accepted in the record. 

(The documents referred to are as follows :) 


Atm TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., November 25, 1941. 


MEMORANDUM No. 181 


Subject: Forwarding by air—Application by Universal Air Freight, Inc., for 
certificate of convenience and necessity. 
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To: Heads of airlines (extra copies to attorneys). 

The next meeting of the association’s board of directors will be held around 
the middle of December. We are placing on the agenda of this meeting the ques- 
tion of what, if any, recommendations should be made to the members of the 
association with respect to the recent application for a certificate of convenience 
and necessity to engage in the business of air forwarding which has been filed by 
Universal Air Freight, Inc. 

Sincerely yours, 
Epear 8. Gorrert, President. 





Atm TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., November 27, 1941. 


CONFIDENTIAL MEMORANDUM TO HEADS OF AIRLINES 


Subject: Application of Universal Air Freight Corp. for a certificate of con- 
venience and necessity. 

On or about November 13 the Universal Air Freight Corp. filed with the Civil 
Aeronautics Board an application for a certificate of convenience and necessity. 
The application prays generally for authority to operate as an air carrier of 
freight “between all States of the United States” or, in the alternative, to be 
declared an air carrier within the meaning of section 1 (2) of the Civil Aero- 
nautics Act. 

This prayer is by no means clear. Other passages in the application disclaim 
an intention to seek a certificate to operate aircraft. Consequently it may be 
assumed that the applicant is asking authority to operate as a forwarder, through 
shipments at REA air express tariffs, or through direct arrangements with 
airlines, or both. 

The ambiguous reference to section 1 (2) of the act is perhaps intended as an 
application, in the alternative, for an exemption under that section of the act. 

The regular time for intervening expires 15 days after the application is filed. 
However, intervention subsequent to that time can be permitted by the Board in 
its discretion, and there is every reason to believe in this case that, because of 
its importance, intervention after such time would be permitted if they are sought 
in the near future. 

In any event, the various members of the industry are faced with the question 
of determining promptly what, if any, action they should take with respect to 
this application. 

Upon inquiry by several of our members, we have advised them that the ATA 
board of directors, at its regular meeting on December 17, will consider what, 
if any, recommendation should be made to the industry with respect to Universal’s 
application. 

We have also advised those of our members who have made inquiries of us 
that we know of no reason why such members should not proceed to file a petition 
for intervention at once, if they so desire. As yet we have not been informed 
whether any of the carriers has filed such a petition. 

This application is of such importance to the industry that we are taking the 
liberty of expressing to you our thoughts concerning it. It must be understood, 
however, that what we say here is entirely personal and the directors may well 
entertain different views. 

As you know, Universal has been operating as an air forwarder, shipping its 
traffic by air express under the REA tariff, since the middle of July. Until its 
recent application for a certificate it had made no application to the Board what- 
soever, nor had it received any exemption under section 1 (2) of the act. Con- 
sequently, there is no question but that its operation heretofore and at the present 
time has been and is in violation of the act. The Civil Aeronautics Board, in its 
opinion in the case involving REA’s application for a grandfather certificate, 
made it clear that an air forwarder is an air carrier and therefore subject to the 
act. Similarly, the House Interstate and Foreign Commerce Committee, in re- 
porting 8. 210, a bill to regulate forwarders, stated flatly that forwarding by air 
is subject to the Civil Aeronautics Act. 

We can see no more justification for a forwarder being permitted to start 
operations in violation of the act than for a regular operating airline to do so. 

Consequently, it would appear that the Civil Aeronautics Board should be re- 
quested to take immediately such steps as may be appropriate to assure termina- 
tion of this violation of law. 
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So far as Universal's application is concerned, if it be construed to involve 
an application for an exemption under section 1 (2) of the act, we would suggest 
that such an application for exemption be opposed by the air carriers. There are 
numerous forwarders by surface means of transportation, a number of which are 
of considerable importance. Estimates of their total annual business run as 
high as $300 million. If an exemption were to be granted to Universal Air 
Freight, it is difficult to see what basis the Board might have for denying 
similar requests on behalf of other forwarders for similar exemptions. And if 
numerous forwarders did start operations under exemptions from the act, it 
would appear inevitable that a seriously disrupting situation would be threatened. 
The rates and services of such forwarders would be unregulated, thus leading to 
the possibility of injury to the public and dissatisfaction on the part of the 
public, which might give a black eye to the air business. Furthermore, the 
operating airlines might find it necessary to bargain with forwarders concerning 
the routing of traffic. Such bargaining has occurred in the field of surface for- 
warding and is one of the principal evils emphasized by the Interstate Commerce 
Commission in repeatedly recommending legislation to regulate surface for- 
warders. 

Finally, any exemption to a forwarder which permits it to continue operations 
for a substantial period of time might make it very difficult later on for the 
Civil Aeronautics Board to deny a certificate to such a forwarder, despite the 
fact that convenience and necessity might dictate that such a certificate should 
not be granted. 

The fact that REA is currently operating under an exemption granted pur- 
suant to section 1 (2) of the act would not seem to be a precedent for granting an 
exemption to new forwarders such as Universal, since REA’s operation ante- 
dates, by any years, the adoption of the Civil Aeronautics Act and since, as 
presently organized, the business of air express probably could not be conducted 
except through the REA’s facilities. 

So far as Universal's application for a certificate is concerned, it would be our 
suggestion that it would be contrary to the public interest to grant such an appli- 
cation at this time. We do not mean to suggest that forwarding by air should 
never be permitted ; that question is not necessarily involved. However, at the 
present time, while the Board’s investigation of REA is still pending, while the 
air carriers themselves are just beginning an extensive study of the air-cargo 
business, and while the shortage of equipment and other problems incident to 
the present emergency create a peculiar situation in air transportation, it would 
seem most inappropriate for the Board to authorize either under a temporary or 
a permanent certificate a new forwarding operation. 

If on this general subject any of our members wishes to present any views 
for the consideration of the board of directors at its meeting on December 17, 
please do not hesitate to write us. Or if any of our members wishes to attend 
this meeting of the directors for the purpose of participating in the discussion of 
the subject, please do not hesitate to do so. There is always a standing invita- 
tion to any or all of our members to attend any directors’ meeting. 

Sincerely yours, 
Epear S. Gorretr, President. 


Ark TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., December 30, 1941. 


MeMmoRANDUM No. 149 


Subject: Forwarding by air—Universal Air Freight. 
To: Heads of airlines (extra copy to attorneys). 


As indicated in our confidential memorandum to heads of airlines dated No- 
vember 27, 1941, we took up with the Air Transport Association directors at 
their meeting of December 17 the question of industry action with respect to 
Universal Air Freight. 

The directors recommended that each carrier join in a complaint to be filed 
with the Civil Aeronautics Board praying that a cease and desist order be 
entered against Universal Air Freight and recommended that this complaint be 
filed by counsel for the association. The complaint would be based on the ground 
that in the absence of a CAB certificate or exemption authorizing an air-forward- 
ing operation, Universal's air operations are in violation of the Civil Aeronautics 
Act. 

The directors also recommended that all carriers intervene in the CAB docket 
involving Universal's application for a certificate of convenience and necessity 


> — © FO 
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and take the position that no such certificate and no exemption should be 
granted at the present time in view of conditions arising from the national 
emergency and in view of pending studies and surveys of the air cargo field. 
It was recommended that intervention papers be filed by counsel for the associa- 
tion for those carriers which have not already intervened. 

If you agree with these recommendations please sign the attached authoriza- 
tion and return it to us at the earliest possible moment. 

Sincerely yours, 
Epear 8. Gorrecr, President. 


As indicated in Air Transport Association Memorandum No. 149 (1941), we 
hereby authorize Covington, Burling, Rublee, Acheson & Shorb on our behalf to 
file with the Civil Aeronautics Board a complaint against Universal Air Freight 
and to intervene in proceedings before the Civil Aeronautics Board in connection 
with Universal Air Freight application for a certificate of convenience and neces- 
sity. 


(If your company has already intervened in connection with Universal’s ap- 
plication, no further intervention on your behalf is necessary. In that case 
please send us three copies of your application to intervene. ) 

The Cuarrman. In that Universal case, Mr. Tipton, did not ATA 
arrange for the certificated carriers to be represented, certificated car- 
riers or members to be represented, by a Washington law firm in 
opposition to the application? Is that correct? 

Mr. Tieron. There again, it was before my time, and I don’t know. 

The CuarrMan. Well, we will read a document. 

Mr. Harkins. Attached to the last document that I referred to is an 
authorization which reads as follows: 

As indicated in Air Transport Association Memorandum No. 149 (1941), we 
hereby authorize Covington, Burling, Rublee, Acheson & Shorb on our behalf to 
file with the Civil Aeronautics Board a complaint against Universal Air Freight 
and to intervene in proceedings before the Civil Aeronautics Board in connection 
oe Universal Air Freight application for a certificate of convenience and neces- 
sity. 

This was a form which was sent out by ATA to the members, for 
their signature, to authorize ATA to hire Covington, Burling, Rublee, 
Acheson & Shrob to make this representation, the way I understand it. 

Now, do you agree with that ? 

The CuHarrman. Would you like to see this document ? 

Mr. Tieton. Yes; this purports to be, and I take it it is, a form on 
which the airline could authorize that firm to represent them in that 
proceeding. 

The CHarrman. You do not know exactly what followed in connec- 
tion with that form ? 

Mr. Tieton. No. 

The CHarman. Now, in the Air Freight and the Freight Forwarder 
cases, general counsel for the ATA met with and coordinated the work 
of the attorneys representing the individual carriers, is that not so? 

Mr. Treron. We met with them, and I think made some efforts to 
coordinate the work of handling that proceeding. I can’t recall now 
the extent to which the work was actually coordinated, but we did meet 
with them on occasion. 

The CuHarrman. Wiil you read the next bit of evidence? 

Mr. Harxrns. In the October 15, 1946, memorandum from you, Mr. 
Tipton, to the attorneys for the various airlines, which has already 
been admitted in evidence, there appears the following paragraph: 
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In order to avoid duplication and conflicts between the association and the 
individual carriers appearing in those cases, it seems essential that the attorneys 
representing the individual carriers in those cases meet with us at the earliest 
possible date. Will you, therefore, have the attorneys whom you expect to ap- 
pear in these proceedings present at a meeting to be held in the Seneca Hotel in 
Chicago on October 24 and 25. 

The CuarrmMan. That document will be received in the record. 

Is it a common practice for the ATA’s general counsel to work with 
the certificated airline attorneys when they are appearing before the 
CAB in opposition to such applications? 

Mr. Treron. No. I would say it is not a common practice to do 
that. 

The applications in the Air Freight case, we were intervenors in 
the case, and proposed to participate actively in it. Consequently, 
we did make an effort to avoid duplication of work in presenting the 
case for the certificated airlines. 

I might suggest at this point, Mr. Chairman, that it might be useful 
to the committee—I think it unquestionably will be useful to the com- 
mittee—to have available in their records the final brief to the Civil 
Aeronautics Board which was filed by the ATA in the Air Freight 
case and in the Freight Forwarder case. 

The CHarrman. You submit those, and they will be accepted in 
the record. 

Mr. Tieton. We will submit them at this point. 

(The briefs of ATA in the Air Freight case, docket 810, and the 
Freight Forwarder case, docket 681, appear on pp. 2012 and 2022, 
respectively. ) 

Mr. Treron. They involve, of course, the argument and discussion 
of the economic grounds on which we proceeded in the Air Freight 
case, and it represented the studies that we made during the course 
of the Freight Forwarder case, which led to the conclusion that the 
freight forwarders would not be useful but would be harmful addi- 
tions to the air transport industry. 

The CHatrmMan. Well, the question was, it would be harmful to 
whom, harmful to the certificated carrier or harmful to the public? 
That is the important thing. 

Mr. Treron. Our conclusion was that it would be harmful to both. 

Mr. Harxtrns. Mr. Tipton, you testify it is not a common practice 
for you to coordinate the week of the member airlines, to coordinate 
the work of the attorneys for the member airlines, in appearances 
before the Board. 

Does that indicate, since you did do it in this instance, that the com- 
petition of the freight carriers was of exceeding importance to the 
certificated industry ? 

Mr. Treron. Well, I wouldn’t say that the competition—I don’t 
think it results from the competition of the freight carriers. It re- 
sults from this particular move in the direction of specializing carriers, 
which would result, as we thought, in the weakening of the air trans- 
port system re 

The CHarrMan. part of its coordination, ATA assigned re- 
sponsibility among the attorneys for the member carriers to handle 
the individual applicants’ exhibits, did it not? 

Mr. Tieton. As I recall, it did. 

The Cuatrman. Would you like to read, substantiating that, a 
document ? 
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Mr. Harxrns. I offer in evidence a document entitled, “Confirma- 
tion of Assignments by Carriers,” dated November 5, 1946, and I as- 
sume this is a note of the meeting that was referred to in the other 
document that I read, the Seneca Hotel meeting, and that document 
indicates Braniff was assigned the Lone Star documents, the Slick 
documents, and another airline which I cannot read here. 

In substance, this document shows the assignment by carrier mem- 
bers of ATA to specific exhibits put in by the various applicants for 
certification in this case. 

(The document referred to is as follows) : 


77632—57—pt. 1, vol. 3——-28 
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Cur1caao, Itt., November 5, 1946. 
Arr TRANSPORT ASSOCIATION : 

This will confirm your understanding that United will cover exhibits of Amer- 
ican Air Express and California Eastern in Air Freight case. 

Paut M. GopEHN. , 

Mr. Treron, Yes. The exhibits in the case, of course, were very 
voluminous documents, and an effort was made there to distribute the 
work of examining them. 

The Cuamman. In all these cases, the objective of the ATA was to 
prevent the CAB from creating new competition to the ATA member- 
ship by certification of new entrants into the air transportation indus- 
try; is that correct ? 

Mr. Tipton. I would say no, and the reason I would say no is what 
I have said before, that our objective there was not to avoid competi- 
tion with the certificated carriers, because of the Board frequently 
in those years was ee competition to the certificated carriers, 
but was to prevent the establishment of the specialized carriers that 
were there involved. 

The Cuarrman. Well, all right. 

I will repeat it again: It was to prevent competition from these 
specialized carriers? 

Mr. Tieton. I would not agree, Mr. Chairman, that it was focused 
on the matter of competition. 

The Cuamman. Well, all right. It was to prevent the Board from 
cote these carriers should they go into business and compete with 

ou 
5 Mr. Tipton. To prevent—I would surely go this far: That our posi- 
tion quite clearly was to persuade the Board that they should not issue 
certificates to the freight carriers for the movement of freight only. 

The CHAIRMAN. If they were not to prevent competition, why did 
you want to prevent the Board from issuing the certificates ? 

Mr. Tipton. What we were seeking to prevent there was the estab- 
lishment of specialized carriers, moving air freight only, which would 
have the result of establishing in the industry, we thought, weak 
carriers. 

Now, those carriers have had difficulty as a result of their limita- 
tions, and have had to expand their operations under exemptions, to 
include the movement of troops and the conduct of other operations, 
which has maintained them in a position to operate. 

Sometimes in the movement of troops, in the case of one carrier, it 
means operation of extensive maintenance activities. It was that 
problem to which we were addressing ourselves. 

Mr. Harkins. But ATA, on behalf of the certificated carriers, did 
oppose the Board’s granting of certificates to these freight haulers; 
is that right? 

Mr, Tipton. That is right. 

Mr. Harkins. And you unified the industry, through the activities 
of your association, you got a coordinated industry program to achieve 
this objective; did you not? 

Mr. Tieron. I think there was—the coordinated position of the in- 
dustry rather resulted in our position, rather than the reverse. 

Mr. Harxrins. Then ATA was an instrument of the certificated car- 
riers for expressing this coordinated position ? 

Mr. Treron. That is right. 
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Mr. Harkins. Do you feel that is a legitimate function of a trade 
association # 

Mr. Trpron. Yes. 

Mr, Harkins. You feel that a trade association should attempt to 
exclude other than its members from or other companies or firms from 
undertaking business in the industry ? 

Mr. Treron. On the grounds that we urged there. I think that 
we were presenting to the Board economic grounds which were im- 

rtant. 

, on if we had not had such grounds, I would not agree that it 
was a proper thing for us to go forward on. 

For example, I would not regard it as a proper thing for the ATA 
to deliberately set out to prevent competition as such, and as a matter 
of fact we have not done so. 

We have had many new carriers certificated in the business, and 
the ATA has kept strictly out of it. 

The Cuarrman. Mr. Tipton, as a good lawyer—and you are a good 
lawyer—if you and I idl the members of this committee were in a 
certain business manufacturing furniture, and we got together and 
we said we wanted to keep out Mr. X, who wants to manufacture 
furniture, and we will do everything in our power, in a coordinated 
way, to keep him out of manufacturing chairs; we manufacture chairs, 
we manufacture tables, we manufacture all kinds of furniture, but he 
wants to specialize in manufacturing chairs, and a lot of chairs are 
being used, and we want to keep him out of business, would you say 
that our group, you included, and I and the members of this com- 


mittee, in an association, would have the right to do that? 

Mr. Treron. Under those circumstances, I would have some trouble 
in answering the question, even though I do appreciate your reference 
to me as a good lawyer, because the antitrust laws are a little difficult 
to construe right off the top of your head, but I would want to point 
out that the case you stated was not the case that the airlines were car- 
rying ou in 1946. We were urging a position to a regulatory agency 


that has full power to decide. 

The Crzairman. | will come to that in a minute. 

But at least in this furniture case I gave you, where we were all 
trying to keep out the chair manufacturer who limited himself to 
the manufacture of chairs, you admit there would be some antitrust 
law significance attached to that operation on our part; would there 
not ¢ 

Mr. Treron. There would be. 

The Cuarrman. There would be? 

Mr. Treron. There would be, and T point out—excuse me. And I 
point out the distinction that we were representing a matter before 
the Civil Aeronautics Board. 

The CHatrman. You, I gather, feel that because yours is a regu- 
lated industry, there is a difference; is that correct? 

Where do you find any provision in the law which would except 
regulated industry from any such operations, except where an im- 
munity bath is given by the CAB or the regulatory commission ? 

Mr. Treron. The distinction, Mr. Chairman, lies not in the sole fact 
that the industry is regulated, but that instead of taking action directly 
with respect to the proposed newcomer, you do not take, you cannot 
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take, action directly with respect to him. You address yourself to a 
regulatory agency that has full power to decide as to whether there 
should be additional competition or shouldn’t be additional com- 
petition. 

That is, it seems to me, a tremendously important distinction in the 
two cases we are now discussing. 

You do not, you cannot do anything directly with respect to them. 
You address yourself to a referee, and you say, in the instance we are 
talking about now, that “We believe on economic grounds that certifi- 
cates should not be issued to particular applicants.” 

The Civil Aeronautics Board has the power to decide, as of course 
they did decide, that “You are quite wrong; there should be additional 
competition, and it should be provided by specialized freight carriers.” 

In that fashion, you have an important difference between the un- 
eagulstan industry and the regulated industry from that standpoint. 

he Cuarrman. Incidentally, the CAB granted the certificates in 
those cases; did it not? 

Mr. Tipton. They granted a number of certificates. 

The Cuarrman. Did the CAB specifically say that your action in 
getting together in a unified way was outside the realm of the anti- 
trust laws? Did they give you absolution? 

Mr. Tieton. No. 

Mr. Rogers. Mr, Chairman, may I ask a question—— 

The CHarrMAn. Yes. 

Mr. Rogers (continuing). At this point. 

Directing your thoughts to the question of the antitrust violation 
as it relates to a regulated industry, do you feel that those who are in 
the regulated industry who may make a presentation, a united front, 
to the CAB to deny a petition, that that constitutes an act which may 
be in violation of the Sherman antitrust law ? 

Mr. Tieton. I think not. I think not. 

Mr. Rocers. That fact alone would not? 

Mr. Tipton. I think not, because in that case the agency alone will 
make the decision as to whether competition should be increased or 
will not be increased. 

Mr. Rogers. Can you envision an antitrust case being made where 
the sole activities of. those who have the certificates is to make their 
application to the proper authorities, in this case the CAB, and if they 
conducted their activities by filing petitions for or against certain 
applications that may be pending, would you construe that to be one 
step or part of an act that may lead to a violation of the Sherman 
antitrust law ? ; 

Mr. Tieton. No. In the certificate of convenience and necessity 
system, in which carriers cannot start operations without certificates, 
it is contemplated, and clearly contemplated, in all the regulatory 
statutes, that carriers shall be free to oppose the introduction of 
additional competition. 

That is one of the things they get as a result of having certificates. 
They get lots of disadvantages with those certificates, but that is one 
thing they get to do, and it is contemplated that they shall; that when 
they do that they are trying to keep another man from getting into 
the business, and that is not a practice that is usually followed in non- 
regulated industry. 
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You have nothing to say about whether a new man gets into your 
business in competition with you or not. Regulatory statutes are 
different in that respect. 

Mr. Rogers. They are different in that respect, but we have had 
some, I believe, testimony before this committee to the effect that where 
you have a regulated ——- yet those in the industry who operate 
thro regulations still could be in violation of the Sherman anti- 
trust law. at is, the fact that they are regulated by an agency, and 
the agency must t the certificates of convenience and necessity, 
that still it is possible for those who have the certificate to violate the 
Sherman antitrust law. That because it is a — industry does 
not per se prevent those in the industry from violating the law. 

Have you any thoughts on that? 

Mr. Trrron. My comment on it is this: That they do not violate the 
Sherman antitrust laws by opposing before the a agency the 
introduction of new competition. That is the wholé scheme of the 
statute, that that opportunity is to be — to you, that you address 
yourself to the regulatory agency and say there shall be no more, and 
the regulatory agency decides whether there should be. 

Now, in that area, in my opinion, you cannot have a violation of the 
antitrust laws; but there are many other areas in which, in response 
to particular types of action, even in a regulated industry, you would 
have the possibility of antitrust violations. 

I think there is no doubt of that, and I think that was the point you 
were making. 

Mr. Rocers. That is right. 

Mr. McCutiocu. Mr. Chairman, I would like to ask a question or 


two at this point. 
Was your association’s Se before the Board in the nature 


of amicus curiae, as we would say, or should I say it that way ? 
w. It was in that nature. We intervened in the case as 
parties. 

Mr. McCutiocu. And you did it openly and without any conceal- 
ment of your interest or approach, or in any such manner! 

Mr. Tieton. Well, it was a public proceeding in which we filed a 
public document asking to intervene and giving the reasons. The 
case was tried in a public hearing and our presence there was known. 

Mr. McCuxtiocu. And the individual members of your association 
were at that time, and at all times, well known to the CAB? 

Mr. Tipton. Oh, yes. They appeared, the individuals, many indi- 
vidual members appeared, also in the proceeding. All the documents 
were public, and there was no question on anybody’s part about who 
was doing what. 

Mr. Quieter. Was ATA, as such, a party to the proceeding? 

Mr. Tieton. Yes, it was a party to the proceeding. 

Mr. Quieter. In addition to the individual carriers who appeared, 
as ATA, as protestants ? 

Mr. Tieton, That is right. 

_ The Cuatrman. One phase of the ATA effort to prevent competi- 
tion in air freight was an intensive effort to demonstrate to the CAB 
that the certificated carriers were really interested in the air-freight 
business; is that not correct ? 
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Mr. Treton. Yes. One of the arguments—— 

The Cuarrman. The answer is “Yes,” is it, and you are explaining 
it. Go ahead, explain it. 

Mr. Trpron. I got half-way through that “Yes,” and then I decided 
that the answer was not quite “Yes.” 

I am like a batter who stops midway of his swing. 

Mr. Keatrna. You are just like the Supreme Court, It says “Yes” 
one day, and then it says the answer was “No,” and this fellow had 
$90,000 and spent it, and then found he did not have it. 

The Cuarrman. Go ahead, Mr. Tipton. 

Mr. Tieton. One of the issues in the case was just that. The appli- 
cants for the certificates to haul freight only, one of the major points 
they urged before the Civil Aeronautics Board was that the presently 
certificated carriers were not interested in the movement of cargo; 
and for that reason they urged that in order to have cargo properly 
developed, it was necessary to certificate specialized carriers. 

In the course of the hearing and in the arguments in the case, we 
took a position which was directly contrary to that in saying that the 
certificated carriers had been for many years deeply interested in air 
freight, and were carrying a substantial part of it. 

— CHAIRMAN. Well, isn’t your answer “Yes”? That is what I 
asked. 

Mr. Treron. Well, what I was troubled about, Mr. Chairman, was 
the preliminary of that question, which said, I believe, as a part of 
our campaign to prevent competition in the air transport field we 
did so-and-so. 

The Cuarrman. I see. 

In a letter from Emory S. Land, president of the ATA, to the heads 
of the certificated carriers, dated October 14, 1947, he stated as follows: 

Up to this time the CAB apparently has been much impressed with the 
charges made by the independent lines: that they can develop air-freight traffic 
better; that they can carry it cheaper; and that the certificated lines are inter- 
ested in the business only to the extent of keeping competition out. The best 
answer and probably the only one which will satisfy the CAB is the perform- 
ance record of the certificated lines. They must actually get the business and 
hold it if they want the Board to believe that they are really interested in the 
business and better able to handle it than the independent air-freight carriers. 

Is not Mr. Land advising the certificated carriers here that they 
must do more in the air-freight field than simply oppose the appli- 
cations of the independent air-freight carriers? 

Mr. Treron. Well, I think the letter speaks for itself, of course, in 
saying, urging them, to move the freight. 

The Cuarrman. Does this not indicate that up to this time, up to 
this time, the certificated carriers had not energetically attempted to 
develop the air-freight business ? 

Mr. Treron. No, 

The Cuatrman. Well, did not Mr. Land indicate as much as that 
when he said, “You have to look at the record,” and that “the best 
answer would be to go out and get the business”—the business, appar- 
oa which they had not gotten ? 

r. Treron. As I gather the purport of that letter, he is urging 
them to make strenuous efforts to develop air freight. There is no 
implication in the letter that they had not done so in the past. 

xcuse me, what is the date of that letter ? 

The Cuarrman. The date is Ocober 14, 1947. 
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Mr. Treron. And, to my knowledge, that prior to the date of that 
letter the airlines, both individually and, as I will describe, collectively 
had been very actively pursuing the business of hauling air freight for 
at least 10 years before that. 

The freight business in the United States started with express 
and the certificated airlines, as they became certificated, participate 
in the transportation and development of air freight or air express. 
Air express is a small-package business, which was all that the in- 
dustry really was capable of moving at that time with that kind of 
equipment. : 

Very shortly before the war, in 1941, when we had no equipment 
to haul it with, the airlines decided that they would collaborate in a 
study of air freight in order that by the time they could get their 
equipment back from the military and get to rolling again, they would 
have the basic data on which to develop the air-freight industry. 
That was done. 

Immediately after the war, air-freight tariffs were filed as soon as 
the carriers got their equipment back, and in addition to air express, 
air freight began to move. 

At that same time, the carriers sought, in this case collectively, as 
they had to, to provide the same kind of systematic interline service 
with respect to air freight that they had been long accustomed to es- 
tablish in the passenger field. 

A number of studies were made at that time, designed to establish 
in the air-freight field interline shipments of freight on through bills 
of lading, the establishment of a single tariff for air freight in the 


United States—a thing that the surface carriers had never provided to 
the shipper before—and a variety of other matters which were de- 
signed to develop air freight in the best possible method for shippers, 
which was the only way that the airlines thought they were ever 
going to get that particular business developed. 


All of that had been going on, as well as the movement of substan- 
tial volumes of freight under the then existing freight tariffs, before 
the date of that letter. 

The Cuamman. Yet your president, Mr. Land, stated that the 
CAB was of the opinion, or that they seemed to carry the idea, that 
the independents could develop the air-freight traffic better, that they 
could carry it cheaper, that the certificated lines were only interested 
in keeping that kind of competition out. 

There was apparently an admission there that the CAB felt that 
way. 

Mr. Tipton. I would say not. 

As I recall the letter, what he was saying was that either the CAB 
was forming that opinion or that he was afraid the CAB was form- 
ing that opinion, because that opinion was very forcefully being im- 
pressed upon the Board by the freight carriers. Naturally—— 

The Cuatrman. He says, Mr. Tipton, I will repeat: 

Up to this time the CAB apparently has been much impressed with the 
charges made by the independent lines * * * 

That is what I read to you. 

Mr. Treron. That is my point. He apparently felt that the CAB 
was impressed by those charges, and he was informing the carriers of 
the fact that they were impressed by those charges. 
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The Cuarmman. But Mr. Land went further, and said the per- 


formance record is the answer, and then he said : 
They— 
meaning your members— 


must actually get the business and hold it if they want the Board to believe that 
they are really interested * * * 

That is what Mr. Land said. 

Mr. Tipton. Yes, that is what he said. I think that where I get 
off the boat here is with an implication that the carriers were not HoEns 
a substantial job in air freight before that. I have no quarrel wit 
what was said in the letter. 

The Cuamman. Mr. Harkins wants to ask a question. 

Mr. Harkins. It is true, is it not, Mr. Tipton, that in 1947, in the 
second spaster, the certificated carriers carried 7,739,683 ton-miles of 
freight? Would you disagree with those figures ? 

Mr. Treron. I don’t have the figures. 

Mr. Harkins. I believe these figures are correct. And in the third 
quarter of 1947, the certificated carriers hauled 8,366,355 ton-miles of 
freight. In the fourth quarter the certificated carriers carried 14,- 
560,264 ton-miles of freight. 

Do you think that Mr. Land’s letter had any bearing upon this con- 
siderable increase of ton-miles hauled ? 

Mr. Tieton. In the fourth quarter ? 

Mr. Harxrns. In the fourth quarter. 

Mr. Tieton. No. I would say that was Christmas. It happens 
every year. 

Mr. Harxrns. In the first quarter of 1948, they carried 13,618,521 
ton-miles of freight. 

Mr. Tipton. T think Christmas is the cause of that big bulging in 
the fourth quarter of that year. 

But I think that you will find starting in, say, about mid-1947, an 
increase in air-freight traffic by the certificated carriers, resulting 
largely from the ability of the carriers to provide equipment during 
that period. 

You will recall that at the end of 1945, the certificated carriers 
wound up with about 185 or maybe 200 DC-3’s. The military had the 
rest of them. 

From that point until, I believe, as late as 1948 and 1949, it was a 
constant fight to get reequipped after the military had not only taken 
away the airplanes we had, but had taken up all of the production lines 
of new equipment, the DC-4 particularly, and the Constellation, which 
was supposed to expand the fleet later. 

In addition, at that time, when we thought we were going to be able 


to start back to commercial business, instead of starting back to com- 
mercial business we started moving troops back home. We did an 
awful lot of work for the defense officials of the Government, imme- 
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diately prior to the end of the war, moving troops from the east coast 
to the west coast for moving into the Pacific theater; and then when 
the war’ was over, moving troops from the west coast primarily to 
points within the United States, so that we turned the air transport 
system literally upside down during that period. 

From that point on, it was a tremendous struggle to get enough 
equipment back on the line to do any kind of a job of hauling anything. 
At that point we had inadequate eat for mail, for express, for 
passengers, and it was not until, as I think, probably in 1948 or 1949, 
when freight capacity in any large quantities began to be available. 

Now, I think that that element must be taken into account in any 
examination of freight tonnages hauled during that period, because 
during that period the airlines were not masters of their own capacity, 
by any means. 

Mr. Harkins. Mr. Tipton, during the third quarter of 1947, while 
the certificated carriers were hauling in excess of 8 million, slightly 
in excess of 8 million ton-miles of freight, the noncertificated carriers, 
against whose certificate applications the industry was in opposition, 
were hauling 12,013,020 ton-miles of freight. 

And it is true, is it not, that the annual reports of the CAA for 
1946 and 1947 carried no reference at all to the tonnage or the freight- 
hauling aspect of the airline industry for those years, 1946 and 1947? 
But in 1948, they mentioned that the air-cargo development was one 
of the outstanding things for the industry. That is the annual 
report 

Mr. Treron. Possibly they changed their method of reporting, or 
something like that, from a reference to cargo to a separate classi- 
fication of air freight ; I don’t know. 

Mr. Keatine. May I ask a question that is of interest: Roughly 
what percentage of the income of the certificated carriers comes from 
the passengers and what from carrying packages? 

Mr. Treron. Eighty-eight percent from passengers, 3 percent 
from mail, 2 is subsidy for the smaller carriers, and the rest is cargo. 

Mr. Keattne. Thank you. 

The Cuatrman. Mr. Land concludes the letter that I referred to 
before, the letter of October 14, 1947, with this statement : 


Self-preservation is the first law of nature. 


Does this not indicate that the decision of the certificated carriers 
to attempt to aggressively get air-freight business and haul it was to 
prevent the independent air carriers from getting certificated ? 

Mr. Kreative. That is the motto of every Congressman, self-pres- 
ervation. 

The Carman. That is right. I just want to get that on the 
record. 

Was your answer “Yes” to that? 

Mr. Treron. I am quite sure I would not but, I am sorry, will the 
reporter read me the question again ? 
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The Cuarman. Will i repeat that question ? 
(The question was read by the reporter. ) 
Mr. Treron. I just can’t answer what the admiral meant by that 
particular statement. 
The Cuarrman. Now in his letter Mr. Land also stated : | 


The air-freight situation has reached the critical stage. 


Is it not a fact that the critical stage referred to was the success of 
the independent air-freight carriers in impressing the CAB with the 
merits of their contentions? 

And in that connection, I should like to have read a document which 
which we got from your files. 

Mr. Harkins. This, Mr. Chairman, is the document dated October 
14 from which we read excerpts. I offer it in evidence at this time. 

The specific question is, Was the “critical stage” referred to here, 
“The air-freight siuation has reached the critical stage,” was the 
“critical stage” referred to the success of the independent air-freight 
carriers in impressing upon the CAB the merits of their contention 
that the certificated lines were interested in the business only to the 
extent of keeping competition out? Is that the “critical stage” that ) 
Mr. Land had in mind? 

Mr. Trrron. That Mr. Land had in mind? I just could not answer | 
that at all. I do not know what he meant by it being a critical stage. 

Mr. Keattne. When did his tenure end ¢ 

Mr. Tieron. January of 1954. His service began on January 1, 
1946, and continued to January 1, 1954. 

Mr. Harkins. In response to this letter asking for the member 
airlines to produce more results in hauling air freight, United Air- 
lines on October 29, 1947, responded as follows: 

Dear ApmiraL: I appreciate your letter of October 14 advising that from your 
observations the most effective way to combat the independent-carrier opposition 
at the moment is to develop volume. We will do everything within our power 
to develop that volume. 

And on October 22, 1947, the president of American Airlines, Mr. 
R. S. Damon, wrote as follows: 

Dear Jerry: This will acknowledge your personal and confidential letter of 
October 14. 

You can rest assured that American Airlines is doing all it can to produce 
results on air freight. I think our recent record proved that. 

Now the question is, Did the certificated carrier industry, in re- 
sponse to this letter of October 14, attempt to increase their carrying 
of air freight? 

Mr. Treron. That I couldn’t answer at all. 

The Cuarrman. May I help you with a question? At that point, 

did not the ATA in order to combat the competition of the inde- 

oe airfreight carriers establish what is known as Air Cargo, 
nc., or attempt to establish it as a joint undertaking to handle all 

cargo operations for the certificated carriers? Air Cargo, Inc.? 


Gene ie th ia! me me i Pied 


—__ ae eS se 
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Mr. Tieton. I have no recollection of the ATA attempting to do 
anything of the sort. 
he CuarrMan. Will you read a document from their files? 
Mr. Harkins. Before we do that, Mr. Chairman, I would like to 
offer into evidence these three letters. 
The Cuarrman. Accepted. 
(The documents referred to are as follows :) 


Ocroser 14, 1947. 
Mr. R. S. Damon, 
President, American Airlines, Inc., 
New York, N. Y. 


DearR Ratpu: The airfreight situation has reached the critical stage. The 
independent airfreight carriers (Slick, the Flying Tigers, etc.) have launched 
an all-out campaign to win public support. They are engaged in a widespread 
and apparently well-financed publicity campaign, and they are contacting Con- 
gressmen, Government officials, and other prominent people throughout the 
country. They are also engaged in extensive maneuvering before the Civil 
Aeronautics Board, both formal and informal. All of their efforts are directed 
to one immediate objective—to guarantee a favorable decision by the Civil 
Aeronautics Board on their applications for certificates of public convenience 
and necessity. In order to achieve that objective, they are doing their best to 
discredit the certificated lines. 

The recent opinion of the Civil Aeronautics Board, refusing to suspend the 
commodity rates filed by American, United, and PCA to meet the rates of the 
independent airfreight carriers, is encouraging, but it certainly does not indicate 
that the battle has been won. On the contrary, I am convinced that the Civil 
Aeronautics Board will be influenced more by the actual performance of the 
certificated lines in the airfreight field than they will by all the arguments 
the lawyers can muster. Up to this time, the CAB apparently has been much 
impressed with the charges made by the independent lines: That they can 
develop airfreight traffic better; that they can carry it cheaper; and that the 
certificated lines are interested in the business only to the extent of keeping 
competition out. The best answer, and probably the only one which will satisfy 
the CAB, is the performance record of the certificated lines. They must ac- 
tually get the business and haul it if they want the Board to believe that they 
are really interested in the business and better able to handle it than the 
independent airfreight carriers. 

In order to offset the gains made by. the independent airfreight carriers 
publicitywise, we have organized a campaign through your publicity directors 
and through the governmental affairs committee. I expect that you will do 
everything practicable in your company to lend support to this campaign. It 
is imperative that Congress not come back to Washington convinced that they 
must “do something” for the independent airfreight carriers. Both Congress 
and the public must be shown that the story is not as one sided as the inde- 
pendent carriers have led them to believe. 

But again, publicity is not going to win the war. The tonnage hauled is likely 
to be the deciding factor. 

“Self-preservation is the first law of nature.” 

Sincerely yours, 
E. S. Lanp, President. 

Attached letter to the following: 


R. 8. Damon, president, American Airlines, Inc., 100 East 42nd Street, New 
York, N. Y. 

T. E. Braniff, president, Braniff Airways, Inc., Love Field, Dallas, Tex. 

Carleton Putnam, president, Chicago & Southern, Municipal Airport, Memphis, 
Tenn, 
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Hemme Janas, president, Colonial Airlines, Inc., 680 Fifth Avenue, New York, 
N. 


R. F. Six, president, Continental Air Lines, Inc., Municipal Airport, Denver, Colo. 

C. E. wean president, Delta Air Lines, Inc., Atlanta Municipal Airport, At- 
lanta, Ga. 

Capt. E. V. Rickenbacker, president, Eastern Air Lines, Inc., 10 Rockefeller 
Plaza, New York, N. Y. 

Jos. L. Dyer. president, Florida Airways, Inc., Post Office Box 591, Orlando, Fla. 

J. W. Miller, president, Mid-Continent Airlines, Inc., 102 East Ninth Street, 
Kansas City, Mo. 

G. T. Baker, president, National Airlines, Inc., 3240 Northwest 27th Avenue, 
Miami, Fla. 

Paul F. Collins, president, Northeast Airlines, Inc., Commonwealth Airport, Bos- 
ton, Mass. 

Croil Hunter, president, Northwest Airlines, Ine., St. Paul Municipal Airport, 
St. Paul, Minn. 

J. H. Carmichael, president, Capital Airlines, PCA, National Airport, Wash- 
ington, D. C. 

R. J, Smith, president, Pioneer Air Lines, Inc., 1822 Republic Bank Building, 
Dallas, Tex. 

LaMotte T. Cohu, president TWA, 101 West 11th Street, Kansas City, Mo. 

W. A. Patterson, president, United Air Lines, Inc., 5959 South Cicero Avenue, 
Chicago, Ill. 

T. C. Drinkwater, president, Western Air Lines, Inc., 6060 Avion Drive, Los 
Angeles, Calif. 
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UnITep Arr LINEs, 
Chicago, Ill., October 29, 1947. 
Adm. E, S. Lanp, 


President, Air Transport Association of America, 
Washington, D. C. 


Dear ADMinaiL: I appreciate your letter of October 14 advising that from 
your observations the most effective way to combat the independent carrier 
opposition at the moment is to develop volume, We will do everything within 
our power to develop that volume, 

Sincerely, 
W. A. Patrerson. 


AMERICAN AIRLINES, 
New York, N. Y., October 22, 1947. 
Adm. E. 8. LAnp, 


Air Transport Association of America, 
Washington, D. C. 


é eee cen This will acknowledge your personal and confidential letter of 
ctober 14. 

You can rest assured that American Airlines is doing all it can to produce 

results on airfreight. I think our recent record proved that. 
Yours sincerely, 
R. 8S. Damon, President. 

Mr. Keatrne. What year was that Air Cargo, Inc. ? 

Mr. Harkins. Air Cargo, Inc., was formed before the war, I be- 
lieve; is that correct ? 

Mr. Treron. In 1941. 

Mr. Harkins. In 1941. 

But in 1946 there was consideration given in ATA to the possibility 
of enlarging the scope of activities of Air Cargo, Inc., in order for it 
to jointly handle all the freight business of the certificated airlines 
that were members of ATA;; is that not correct ? 

Mr. Trrron. There was a great deal of consideration given at that 
time to the function that Air Cargo, Inc., could perform. 

Up to that point it had, as I testified a moment ago, it had been 
engaged in air-freight studies, and during that time consideration 
was given to what it should do. 

However, I have no recollection of any consideration being given in 
Air Cargo, Inc., to taking over the whole air-freight business. It is 
just inconceivable that the carriers would—— 

The Cuarrman. Let us read from a document from your files. 

Mr. Harxrns. I refer to a memorandum dated September 13, 1946, 
signed by Lewis C. Sorrell, director of research—and he is an officer 
in ATA, I believe? : 

Mr. Trrron. He was at that time. 

Mr. Harkins. He was at that time—to various officers, Messrs. 
Paul H. Brattain, first vice president, Eastern Air Lines, Inc.; Laigh 
C. Parker, vice president of traffic, Delta Air Lines, Inc.; Willis C. 
Lipscomb, assistant vice president and director of sales, American 
Air Lines. 

Those are all members of your organization, I believe, and this 
memorandum attaches a report of a study group that had been con- 
sidering ways to deal with the air-cargo situation. 
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On page 8 of this report, after discussing the problem in general, it 
says: 

These matters were under consideration by the legal division of the Air 
Transport Association at various times during July and August. In the mean- 
time the applications of the “nonscheduled air-freight carriers” for certificates, 
and the assignment for hearing of the freight-forwarders’ applications for cer- 
tificates as indirect air carriers once more focused attention upon the fact 
that the air lines could not deal with these issues as separate ones, but must 
face them as part of a general question: How could the airlines organize most 
effectively to provide the service necessary to develop air cargo? Considera- 
tions of this problem at a special meeting of certain airlines in New York, and 
of all lines in Chicago August 28, 1946, resulted in the appointment of another 
committee to meet in Washington during the first week of September 1946 to 
determine, if possible, what action should be recommended concerning the 
status of Air Cargo, Inc. That committee has now met and recommended that 
Air Cargo, Inc., should become a ground agency with respect to air-cargo activi- 
ties, and should perform consolidating services. 


Now, as to whether they had also considered at that time whether 
Air a Inc., should be reactivated to provide all these services, 
carry al the freight of the airlines, I refer you to a paragraph on 
page 1 of the report: 

The tentative report summarized the leading issues of fact and principle nuder 
three principal questions, viz, (1) whether the airlines should undertake to 
provide such air freight carrying operations as a joint effort, (2) the traffic scope 
of a joint air freight carrying agency, (3) the operating scope of a joint air 
freight carrying agency. A summary of the principal arguments of fact and 
policy is contained in the appendix to this report. 


In the appendix to this report, No. 1: 


The first question likely to be asked is, whether the airlines should do this 
with their own organization, or jointly. y 


And in connection with that, another point was made: 


It should be observed that competition is building up from the outside any- 
way, some of it supported by very substantial resources. The real question is, 
what is the most effective means the airlines can provide for meeting this com- 
petition. The railroads own the RBA, which does to some extent compete with 
themselves. 


And the next point here is: 


The real question seems to be, whether a joint venture will be a more effective 
method of meeting competition from the outside, and developing the potential 
business, than would reliance upon the efforts of the companies singly. 

I believe I can characterize these documents, this report and its 
attachments, as an analysis of the various factors considered in deter- 
mining whether Air Cargo, Inc., should be established as an organiza- 
tion jointly owned by the certificated carriers for the purpose of 
hauling freight for the certificated carriers; and I ask you if that is 
a correct analysis of this document ? 

Mr. Tieton. Yes. I would like to look at the document. As a matter 
of i I would like to read it all before commenting on that. I 
t ema 

The CHarrman. Well, suppose you read that at your leisure and 
then comment subsequently on that. 

I might say that, as I understand it from the record, the matter of 
Air Cargo, Inc., as a joint venture to air cargo, was abandoned. 
I imagine, I am not sure of this, the abandonment—probably was 
due to a fear that it might not just jibe with our antitrust law. 
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Mr. Treton. I think I should comment on that. 

Mr. Harrys. If I could have the document back, I can read a para- 
graph which I believe will cover that. 

r. Tieton. The decision was made that Air Cargo, Inc., would 
provide nationwide pickup and delivery service, since that particular 
type of service was very difficult to get at reasonable rates at the time, 
and by providing that jointly it was possible to get for the shipping 
public a considerable saving in their pickup and delivery. 

The Cuarrman. Let us read this pertinent passage here. 

Mr. Harxtins. The final recommendations of the committee, the 
report I have been reading from, are these: 

It is the view of this committee that: 

1. Constituting Air Cargo, Inc., as an actual air carrier, as proposed before 
the board of Air Cargo, Inc., in March 1946, if organized upon a competitive 
basis will simply develop conflicts with its own stockholders, and that there is no 
practical method of allocating traffic between the member lines and Air Cargo, 
Inc. On the other hand, if all cargo operations are given over to Air Cargo, 
Inc., such a step would result in so evident a monopoly that the CAB would not 
accord the necessary protection against the Sherman law. 

Mr. Treron. You had two reasons stated there. One of them was 
that it would compete with its own stockholders; in other words, 
their independent services would not permit them to do it jointly; 
and the other was, as stated there, that the Civil Aeronautics Board 
would in all likelihood not approve such an arrangement, and both 
issues presumably had equal weight. 

: Mr. Harkins. But one of the reasons was that it would be a monop- 
oly. 

Nir. Tipton. One thing is perfectly clear, that at that time or at 
this time or at any other time, the airlines of the United States would 
not turn over to a joint agency a class of traffic which had the promise, 
and which still has the promise that this has, they would no more do 
that.or consider doing it, than they would have having their passenger 
traffic handled jointly. 

While from this document it might appear that there was some 
consideration given to that, it obviously received very short shrift, 
and if it had been brought up before, if it had been brought up 
and if it had been brought up before, if it had been brought up 
before the airlines officially again, with a favorable recommendation, 
I have not the slightest doubt as to what would have happened to that 
recommendation. 

Those carriers were already getting geared up to compete for air 
freight in the same way they compete for passenger traffic, that is 
what they are doing now, and that is what they intend to do. 

The Carman. You still continue, however, Air Cargo, Inc., to 
function as a ground servicing agency; is that not correct, assisting 
the = to develop their own airline’s potential; that is correct, 
1s 1t not?.. 

Mr. Treron. Well, the function of Air Cargo, Inc., is to enter into 
contracts with pickup and delivery carriers in various cities served 
by the stockholder airlines and/or by other airlines that they serve. 

The CHarrman. Did the CAB approve that function of the Air 
Cargo; Inc. ? 

Mr. Tieton. That is right ; they did. 

The Cuatrman. They did approve? 

77632—57—>pt. 1, vol. 3 —29 
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Mr. Trpron. And the purpose of it is to consolidate in the contract- 
ing pickup and delivery operator the volume of air freight shipments 
in order that you can get a pick up and delivery rate down there that 
pow can pay. 

r. Harkins. Counsel submits these documents dated Septem- 
ber 13, 1946, with a report attached and documents dated Septem- 
ber 9, and 24, 1946. The latter tells the present status of Air bare 
Inc., for the record ; and counsel would advise the committee that these 
documents do, in fact, according to counsel’s interpretation, indicate 
that ATA and its member airlines extensively considered, through 
various committees, the possibility of coordinating all of the freight 
services of the member airlines into one jointly owned agency, and 
that possibility was subsequently rejected. 

I take it you will answer or comment on that? 

Mr. Treron. I will comment on that after I have read the docu- 
ment. 

(The documents referred to are as follows :) 


Arr Carco ING., 
September 13, 1946. 


To Messrs. Paul H. Brattain, first vice president, Eastern Air Lines, Inc.; Laigh 
C. Parker, vice president of Traffic, Delta Air Lines, Inc.; Willis C. Lipscomb, 
assistant vice president and director of sales, American Airlines, Inc.; 


I submit, herewith, a copy of a report regarding the status of Air Cargo, Inc., 
committed to us by the action of Air Cargo, Inc. last March. I am proposing this 
as the report of the committee, to be made at the meeting of the members here in 
Washington, September 18, with the request that the report of the committee be 
accepted, and the committee discharged from further consideration of the 
matter. This will clear the ground for consideration of the more recent recom- 
mendation of the special traffic committee that Air Cargo, Inc., be reactivated 
as a ground handling agency. If this meets your approval, will you convey 
your views to Mr. Stuart Tipton? 

Very truly yours, 
Lewis C. SorRELL, 
Director of Research. 


Report oF SPECIAL COMMITTEE APPOINTED UNDER RESOLUTION ADOPTED AT THE 
Marcu 8, 1946 MEETING or Ark Carco, INc., TO INVESTIGATE AND Report Upon THE 
FEASIBILITY OF CONSTITUTING AIR CARGO, INC., AN AIR CARRIER TO ENGAGE IN 
CONTRACT AND COMMON CARRIER F'REIGHT OPERATIONS 


INTRODUCTION 


A meeting of Air Cargo, Inc. was called March 8, 1946, in Washington, D. C. 
to consider the proposal that Air Cargo, Inc. should be constituted a joint enter- 
prise for the conduct of nonscheduled freight operations. During the debate, 
the broader issue was raised, to what extent would it be feasible to use Air 
Carco, Inc. in a general freight carrying capacity, including plane and less- 
than-planeload, and common as well as contract carrying. By formal action the 
problem was referred to a special committee to be named by the acting chairman ; 
who named the following personnel: 

P..ul H. Brattain, first vice president, Eastern Air Lines, Inc. 

Laigh C. Parker, vice president of traffic, Delta Air Lines, Inc. 

Charles A. Rheinstrom, vice president of sales, American Airlines, Inc. 

Lewis ©. Sorrell, director of research, Air Transport Association, chair- 
man. 

Subsequently, Mr. James Wooten was delegated to serve in place of Charles 
A. Rheinstrom ; and later Mr. Wooten was replaced by Willis G. Lipscomb, assist- 
ant vice president and director of sales, American Airlines, Inc. 

In order to facilitate consideration of the issues, the chairman met with 
Laigh Parker in Chicago early in April; and later in that month met. with 
Messrs. Wooten, and Paul Brattain in New York City. United Airlines gen- 
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erously made available to the chairman their rail express traffic studies, which 
were of much assistance in the crystallization of views. As a result of these 
conferences and studies, the chairman formulated a tentative report on the eco- 
nomic aspects of this problem, which were submitted to the committee, and to 
other air curgo representatives, at a speical session during the air traffic con- 
ference in Chicago, May 8, 1946. The tentative report summarized the leading 
issues of fact and principle under three principal questions, viz., (1) Whether 
the airlines should undertake to provide such air-freight carrying operations as 
a joint effort. (2) The traffic scope of a joint air-freight carrying agency. (3) 
The operating scope of a joint air-freight carrying agency. A summary of the 
principal arguments of fact and policy is contained in the appendix to this 
report. 

The session of May 8 precipitated certain questions of considerable impor- 
tance. (1) Is it possible to frame any definition of the types of traffic which the 
airlines should retain, and which Air Cargo, Inc. should exploit? Unless 
such a differentiation of traffic could be determined, then the airlines would be 
competing with their own instrumentality ; and the probability of success in the 
joint venture would be reduced. (2) How could the airlines surrender their 
cargo business to Air Cargo, Inc. without jeopardizing their certificate rights to 
carry property by reason of nonuser? A similar question was raised regarding 
contract carrying, should legislation be adopted in the future providing for some 
regulation of contract air carriers, and protection of grandfather rights. No 
consideration was then given to the legal questions involved, since the procedure 
adopted was first to resolve the question in terms of economics, and then to refer 
the legal questions to the legal department of Air Transport Association. 

Acting upon instructions thus given the Chairman endeavored to find some 
definite answer to the leading questions propounded in the meeting of May 8. 
After canvassing the various criteria by which traffic might possibly be differen- 
tiated, such as service, quantities accepted, areas or points served, contract 
versus common carriage, and the levels of rates, there appeared to be no satis- 
factory dividing line between traffic which the lines should carry, and that 
which Air Cargo, Inc. would seek to develop. With respect then to this first 
basic question, no definite answer is possible. 

And while carrying express at rates published by REA might be considered 
fulfillment of obligations under existing certificates, it nevertheless appeared 
doubtful when independent carriers are springing up to demand rights to engage 
in the carriage of air freight. 

At this point then it appeared that the scope of freight carrying activities which 
Air Cargo, Inc. should enjoy would embrace both contract and common carry- 
ing of planeloads and less-than-planeload quantities in order to achieve sufficient 
traffic to provide good load factors in both directions. And since the airlines 
must also protect their certificate rights, it appeared necessary that they too must 
engage in similar freight carrying activities. Constituting Air Cargo, Inc. an 
air-freight carrier thus meant that an additional competitor for freight traffic 
would be created, in addition to that competition developing from the so-called 
nonscheduled operators in the field. 

At this time it was thought that Air Cargo, Inc. might engage in this joint 
venture as a contract carrier, and as a nonscheduled common carrier; and thus 
avoid the necessity of certification under the exemption order outstanding. But 
this expectation was shattered by the decision of the Board in the Trans-Marine, 
Page Airways, and Nonscheduled Air Carrier cases, which produced a definition 
of regularity of service that would virtually force Air Cargo, Inc., to become 
certificated. It was the view of the legal department of Air Transport Associa- 
tion that this step would require many months to effectuate, even if it should 
be granted by the Board. 

A variety of alternative suggestions was offered; e. g., it was suggested that 
immediately a pool of equipment should be created that would enable an airline 
to handle any unusually large contract shipment. It was also suggested that the 
difficulties of carrying air freight might be solved by creating a system of inter- 
change of equipment. Furthermore, attention seemed to focus more and more 
upon the possibility that Air Cargo, Inc., might revert to its original status as a 
ground agency and/or a forwarder of air cargoes, and thus render even greater 
service to the airlines. 

Simultaneously the legal issues involved in the formation of the railway ex- 
Press consolidation, the Pullman case, and Allied Van case were canvassed upon 
the suggestion that they might offer a precedent either for the legal organization, 
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or for the economic aspect of the case. The consolidation of railway express 
companies in 1921 was approved, not without strong dissent, by the Commission 
under specific authority embodied in the Transportation Act of 1920. The Pull- 
man case represented the divorce of operations from manufacturing, but under 
the district court decision the pool of pullman car operations was retained under 
the railroads. However, the Antitrust Division of the Department of Justice 
has appealed even on this issue ; and the case has not yet been finally disposed by 
the Supreme Court. It is difficult yet to determine the value of this precedent. 
The Allied Van case represents some 20 years and more of effort to solve the 
problems of transporting household goods. A variety of expedient has been 
employed, the last being a virtual transfer of operating certificate rights by some 
300 or more of haulers to Allied Van, and accepting the status of agents for the 
latter. This was approved by the ICC, but it would seem chiefly upon a showing 
that Allied Van would control not over 24 percent of the business throughout the 
country, and that competition between Allied Van and other companies would 
not be lessened. No such case prima facie could be made for Air Cargo, Inc., as 
a jointly owned air carrier. 

These matters were under consideration by the legal division of the Air Trans- 
port Association at various times during July and August. In the meantime 
the applications of the “nonscheduled air freight carriers” for certificates, and 
the assignment for hearing of the freight forwarders applications for certificates 
as indirect air carriers once more focused attention upon the fact that the airlines 
could not deal with these issues as separate ones, but must face them as part of a 
general question: How could the airlines organize most effectively to provide the 
service necessary to develop air cargo? Considerations of this problem at a 
special meeting of certain airlines in New York, and of all lines in Chicago, 
August 28, 1946, resulted in the appointment of another committee to meet in 
Washington during the first week of September 1946 to determine, if possible, 
what action should be recommended concerning the status of Air Cargo, Inc. 
That committee has now met and recommended that Air Cargo, Inc., should 
become a ground agency with respect to air cargo activities, and should perform 
consolidating services. 

It is the view of this committee that: 

1. Constituting Air Cargo, Inc., as an actual air carrier, as proposed before 
the board of Air Cargo, Inc., in March 1946, if organized upon a competitive 
basis will simply develop conflicts with its own stockholders, and that there is 
no practical method of allocating traffic between the member lines and Air Cargo, 
Inc. On the other hand, if all cargo operations are given over to Air Cargo, Inc., 
such a step would result in so evident a monopoly that the CAB would not accord 
the necessary protection against the Sherman law. 

2. That the airlines themselves will not surrender the solicitation function to 
any other agency, not even one owned by themselves. 

3. That the airlines cannot afford to jeopardize their certificate rights as 
property carriers by relinquishing this traffic to their controlled agency. 

4. That Air Cargo, Inc., can perform a more useful function in becoming a 
ground servicing agency in assisting the airlines to develop their cargo potential 
than by attempting to become an air carrier. Furthermore, this apparently 
could be started at once without the necessity of certifiéation. 

Therefore it is the recommendation of your committee that Air Cargo, Inc. 
shall not be constituted an air carrier, either contract or common. 


I. SHOULD THE AIRLINES MAKE THIS VENTURE IN AIR CARGO OPERATIONS JOINTLY 
OR SEPARATELY ? 


(1) The first question likely to be asked is, whether the airlines should do 
this with their own organization, or jointly. Rate reductions are necessary to 
get the business; service must be provided that will satisfy the shippers. If 
done jointly, the same methods must be employed to get the business. A joint 
agency has available no methods of obtaining business not available to the 
carriers individually, or at least to the iarger carriers. Why then build up 
competition for themselves by authorizing their solely owned ageney, Air Cargo, 
Inec., to enter the field as a carrier? The individualism of the carriers will thus 
assert itself here as in other transportation fields, and in all industry. We are 
responsible to our stockholders—an industry viewpoint is hard to maintain. 

(2) Per contra, it should be observed that competition is building up from the 
outside anyway, some of it supported by very substantial resources. The real 
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question is, what is the most effective means the airlines can provide for meeting 
this competition. The railroads own the REA, which does to some extent 
compete with themselves. They have ownership in many bus lines, which 
compete with themselves. They are about to acquire ownership in the Pullman 
Co., which has competed with their daycoach service. Various industries 
permit or sanction competition within the enterprise. The Board representing 
the stockholding members can exercise some control over the degree of competi- 
tion permitted to develop. This requires real judgment and self-restraint. But 
it is not impossible, 

(3) The real question seems to be, whether a joint venture will be a more 
effective method of meeting competition from the outside, and developing the 
potential business, than would reliance upon the efforts of the companies 
singly. It appears that a joint venture by the airlines at this time would 
possess some marked advantages over the efforts of individual airlines. This 
assumes, of course, equal care is selecting competent management, personnel, 
and freedom to operate unhamperd by too many controls. 

(a) Joint venturing avoids dividing the potential traffic, which initially will 
not be large, among several claimant airlines. It must be divided with out- 
side competitors; adding each of the airlines still further diminishes the por- 
tions each operator will get. It has already been observed by a large shipper 
that this is a weakness among the 2ir-cargo operators, who are trying to get into 
this field. That it is a weakness is evident to them for they are trying to 
pool their efforts to some extent at least. 

(b) Joint venturing by the lines lessens the prospect of shippers playing off 
one line against another in bargaining for rates. Airlines should take a lesson 
here from the experience of other carriers. This device is one of the principal 
ones employed by shipping men to gain an advantage over some competitor. 
There will be plenty of this type of action by the outside crowd without the 
airlines making the situation worse. This point will be very important should 
the airlines decide that they should do business with the freight forwarders, 
who, as so-called shippers certainly played one carrier against another in the 
effort to break down the rates. 

(c) Admitting the speculative character of this field of traffic, joint venturing 
by the airlines will probably diminish the risk of loss and the cost of the experi- 
mental period to the airlines. It is true that the greater part of the investment 
will probably come from a few of the larger lines. But even so the contribution 
required from each, and the risk to each will probably be less than would be the 
case if each had to sustain the burden of supporting the venture itself. The 
capital contributions by each would be less in order to establish a strong enter- 
prise, than if each attempted to do so. And jointly the lines could offer substan- 
tial support to the venture. It must be remembered that a single large railroad 
system, such as the Santa Fe, has resources far larger than any airline, or all 
the airlines together. Union is needful to produce the needed strength. 

(d)If the airlines insist upon meeting the situation single rather than jointly, 
they will be dividing their effort at the very time when others are moving toward 
concentrating theirs. This certainly is not good business strategy. 

(e) Admittedly we possess little knowledge of the market for full plane-load 
services, although such unquestionably does exist. We do know something con- 
cerning the less-than-planeload market. Presumably the market for planeload 
services is in the same direction, and between the same centers as that for the 
less-than-planeload traffic. Geographically considered the traffic flow pattern 
which is to be exploited is about as follows: 

(X) Between the principal cities in the Northeast quadrant of United 
States ; and between these cities and those on the Pacific coast. 

(Y) Between the principal cities in the Northeastern States, and those 
in the Southeast and the Southwest. 

(Z) Between the principal cities in the Great Lakes region, and those in 
the Southeast and Southwest. 

(W) Between the cities on the Pacific coast, and between these and those 
in the Southwest. 

Adjacent to the cities in the Southeast, Southwest, and on the Pacific coast 
lie the origins of long-haul perishable products that may furnish part of the 
back-haul traffic. 
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The principal routes over which this traffic might flow presented in somewhat 
idealized fashion, with allowance for considerable variation, are as follows: 

(M) Boston, New York, Philadelphia, to Detroit, Cleveland, Cincinnati, 
Indianapolis, Louisville, St. Louis, Kansas City, Chicago; with a substantial 
return movement of merchandise traffic. Between these cities and Denver, 
San Francisco, and the bay area. The heaviest ton-mileage is on this route. 

(N) If Cincinnati, St. Louis, Kansas City, Indianapolis are taken from 
the preceding and considered another route together with the North Atlantic 
cities mentioned, and Los Angeles sector as terminal on the Pacific coast, 
another route of very considerable magnitude results. It is next in volume 
to the first route. These two heavily predominate over the others. 

(O) The third route embraces traffic flows between New York, Boston, 
Philadelphia on the north, and Atlanta, Birmingham, New Orleans, Houston, 
Dallas, San Antonio, Memphis, Oklahoma City, Tulsa, Dallas, Houston may 
be considered an alternate. North Atlantic cities-Florida becomes another 
segment. 

(P) Lake cities to the Southwest, to New Orleans, to Florida offer a three- 
pronged route. 

(Q) North Atlantic cities to Milwaukee and Twin Cities and to North 
Pacific coast cities ; Chicago to Seattle-Portland is another route with some 
potential. 

Now the traffic pattern here is a national one, and should be so conceived. To 
be developed economically it should be administered in this fashion. The in- 
dividual airlines even with their large extent of area will be impelled into more of 
a regional viewpoint as are the railroads. Thus the Santa Fe in its announce- 
ment of entrance into the contract air cargo field stated that they proposed to op- 
erate regionally in their territory. This does not appear to be a sound proposal 
for this type of traffic which does not move in interchanged equipment. Further- 
more, it is apparent that the regional concept of the Santa Fe concedes the pro- 
priety of other territory belonging to other railroads. Now this type of traffic 
is long haul, and essentially national. The airlines have not patterned their 
company organization for handling passengers and mail after the railroads. 
They should consider that a practical method of dealing with this type of air cargo 
may require a different pattern of organization than they have evolved for them- 
selves. 

At this point it should be observed that the late Federal Coordinator of Trans- 
portation, Mr. Eastman, urged the railroads to reorganize their 1. c. 1. and mer- 
chandise traffic on the basis of cooperative venture and national pattern, into 1 or 
2 overall companies. The railroads have consistently opposed this as an inva- 
sion of their individual rights. Apart from Sherman law implications, the logic 
of organizatiton appears to be on the side of Mr. Hastman. 

(f) Joint venturing in this field will diminish the prospect that the airlines in 
attempting to develop the cargo field will simply invade each other’s territories, 
and produce uneconomical operations by sharing the volume, and by increasing 
the prospect of much deadheading of planes. This means that costs of providing 
the service are likely to be increased, and the problem of reducing costs to lower 
rates is rendered more difficult. 

(g) While the discernible traffic does appear in the main to lie over or close 
to some of the main routes of the airlines, nevertheless greater operating flexibil- 
ity should be attainable by a single operating control. This should sanction 
greater freedom to shift planes from one route to another, with less deadheading 
of planes. The case is rather similar to the benefits of centralized control of 
ears as worked out by certain private carlines in railroad operation. 

(h) Probably a single operating company could afford a little more specializa- 
tion of sales effort in developing traffic. 

(i) It should be considered whether this joint venture in air freight by a 
jointly owned company, whose operations are completely divorced from both 
passenger and mail, and involve rate reductions to secure cargo, mizht serve to 
retard pressures from governmental bodies to force reductions in mail compensa- 
tion because the airlines are reducing cargo rates. At least differentiation of 
service, and complete separation of the same from other operations might serve 
to blunt the force of such comparisons. 


II. THE SCOPE OF AN AIR FREIGHT JOINT-VENTURE—TRAFFIC 


If the airlines decide to enter air freight as a joint venture matter, certain 
questions arise regarding the traffic scope contemplated. 
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(a) Should the venture be confined to planeload traffic, or should it embrace 
less-than-planeload traffic? If the latter, how differentiate from the air-express 
field? 

(b) Should the venture be conducted as a scheduled common carrier, a non- 
scheduled common carrier, or as a contract carrier? 

(c) Should it embrace air parcel post traffic, when, as, and if that should be 
approved by Congress? 

(d) Should it absorb all the cargo operations of the lines? Or should cargo 
competition between the joint-venture company and the individual lines continue? 

The following considerations appear to pertain to the foregoing issues. 

(1) It is very doubtful that an exclusive planeload business can be self- 
sustaining. Small planeloads such as the DC-3 are not likely to realize the 
lowest costs: and larger capacity planes with six tons or more may be larger 
than the traffic can utilize. Much of the planeload business to date has been 
of an experimental character; certainly a considerable part of it was of a char- 
acter that cannot be expected to afford any sustained volume of business for 
air-freight operations. Excepting some of the studies of potential traffic in 
agricultural perishables, there is little knowledge of the available planeload 
business in the general merchandise field. The studies of Air Cargo, Inc., do 
not deal with this phase of the matter. The traffic included in that study is 
mainly small shipments, in the 1-75 lb. range. Most of the potential is shown 
to be in the express type of traffic, with a little in parcel post, and very little 
in the 1. c. 1, 1. t. l. and forwarder traffic. However, the possibility of planeload 
service and rates was not submitted to the shippers in the questionnaire. Some 
shippers of general merchandise are known to be interested in planeload service. 
But at present it is the conclusion that most of the potential available at any 
rate level equal to or exceeding that of the first-class express rail rate is of 
the small shipment, high value type. It is unwise to confine such a joint venture 
to planeload traffic. In this respect operation should resemble motortruck oper- 
ators, who carry both truckload and less-than-truckload freight. 

(2) If the operation is conducted as a scheduled common carrier, a certificate 
is needed. To obtain it would necessitate a full disclosure of plans and infor- 
mation; there would be opposition; and a period of years might elapse before a 
decision. As a nonscheduled common carrier operation might continue under 
the exemption order so long as that continues. For the largest freedom to 
operate, the status should be that of a contract carrier. The Civil Aeronautics 
Act does not preclude duality of operation; nor does it require prior approval 
to operate in this fashion. 

It is true that the possession of a large number of contracts may raise a ques- 
tion whether the operation is really that of a common carrier, as has happened 
in the highway field before the ICC. It may even support a presumption that 
the operator really is willing to serve anyone who offers him a shipment, and 
actually does do so. However, the ICC has never held that any number of con- 
tracts constitutes a dividing line. It has held on occasion that the possessor 
of a single contract is a common carrier, and the possessor of 147 was a contract 
operator. The average number actually held is between 6 and 7 in Eastern 
States. The real test appears to be the individuality of the operation; whether 
the operator does perform a service with respect to this clientele that possesses 
significant individual attributes, such as time of departure and arrival, quanti- 
ties accepted, adaptation of schedules, or other incidental services of a marketing 
character. A bilateral contract really involving a pledge to do so would be 
evidence. 

In the absence of regulation of contract air carrier, it should be possible to 
engage in experiments with service and rates. It should be possible to carry 
women’s dress goods without packaging; to study how to make adaptations of 
service to the needs of different patrons, millinery, printing trades, shippers of 
agricultural products, and so on. Variations in rates graduated according to 
commercial quantities available in different trades could be employed. Specifi- 
cally it should be possible to experiment with considerable freedom. 

(a) With rates graduated according to quantities offered varying say from 
500 to 10,000 pounds, or even more. 

(b) Rates graduated according to quantities offered over a period of time with 
regularity, as well as at one time. 

(c) Rates based upon the capacity of a shipper to offer back-hauls as well as 
unidirectional traffic. 
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(d) Rates conditioned upon willingness and ability of the patron to pick up 
and deliver at and to an airport, and to load or unload shipments. 

(e) Rates based upon regularity of offerings, and when on peak or off peak. 

(f) Rates to collectors or distributors. of freight, such as forwarders and 
consolidators. 

Capacity to do these things as a common carrier under the CAA Act would 
be very small under the usual interpretation of the antidiscrimination. sections. 
Undue discrimination as to place and shipper does not possess much meaning 
in the case of contract carriage. Even where regulated, contracts are not gen- 
erally subject to public view. The air carriers may not wish to do any of these 
things; but under contract carrying they undoubtedly would have greater free- 
dom to experiment with rates designed to attract cargo in profitable volumes. 

(3) Air parcel post is not yet available, of course. The merit of an air parcel 
post from the airlines’ point of view is the presence of a Government pickup 
and delivery system. Parcel post rail tonnage is the heaviest volume of mail, 
about equaling rail express in tonnage. The average haul is short. The railroad 
receives about 7 to 8 cents per ton-mile from the parcel post traffic. 

The Air Cargo studies do not indicate heavy potential in the rail parcel 
post, although the possibility of an air parcel post service was not presented 
in that investigation. An air parcel post might affect the air-express volume 
as well as the rail parcel post. It depends upon the rate levels for both services. 

Ability to carry air parcel post in conjunction with an air-freight service 
might increase the available volume of traffic somewhat. But it would also bring 
into comparison airline compensation for carrying the mails and that obtained 
from the freight services. Whether the Post Office Department would contract 
with such a carrier—i. e., one claiming to be a contract rather than a common 
carrier—may also be open to question. This appears to be a detail that must be 
left to future determination. 

(4) The competitive relationship between the airlines and Air Cargo, Inc., 
is one that might involve the conflict with the Sherman law. Should the airlines 
virtually retire from the cargo field entirely, and leave all such operations to 
their jointly-owned corporation, it would seem almost certain to involve trouble 
proceeding from the antitrust law as now interpreted and applied. Furthermore, 
if this Air Cargo, Inc., emphasizes its status as a contract carrier, though with 
some operations as a nonscheduled common carrier, the CAB could hardly 
approve such an agreement even were it disposed to do so. Besides much of 
the cargo business now carried by the lines requires a scheduled common carrier 
service. The airlines have volume capacity in their passenger planes, and must 
fill that with cargo and mail if they can. Therefore, it seems reasonably clear 
that Air Cargo, Inc., should not undertake to handle all cargo business for the 
lines. 

But could the airlines commit all the contract carrying of cargo to Air Cargo, 
Ine.? Even this appears to be doubtful from the standpoint of the members. 
For if they do so, then the lines do not establish any scope of contract carrying 
as a basis for the assertion of grandfather rights if at any future time contract 
carrying is subjected to regulation. Air Cargo, Inc., would have such rights; 
whether they could be transferred to individual members should Air Cargo, 
Inc., be dissolved, or should it ever become the subject of a successful antitrust 
prosecution, I do not know. This is a legal question that the legal department 
should determine. 


Ill, THE OPERATING SCOPE OF A JOINT VENTURE AIR FREIGHT ENTERPRISE 


As previously indicated the national character of the air freight market 
seems to require a national organization to exploit the same. ‘That takes 
in a great deal of territory. In the early stages it is desirable to avoid 
building up a huge organization with heavy fixed costs; and that means 
contract out such services as can be to others. One might outline three 
general types of organization, namely: 

(1) Chiefly a traffic developer, depending upon operating companies to 
provide the actual service. Securing cargo, performing all necessary ter- 
minal services, but routing over existing member lines who furnish planes 
and perform the actual hauling. 

(2) Both a traffic developer and an operating company, with limitations. 
That it owns and operates at least some of the planes, in addition to traf- 
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fic and operating functions. It might, however, contract out all running 
repairs to the individual airlines, who render them for compensation. The 
company might maintain one overhaul base, or might contract this as 
well.. 

(3) Or the company might become as completely an operating company 
as any airline, entirely independent of the facilities of any stockholding 
member. 

Alternative No. 3 would undoubtedly result in a very uneconomic struc- 
ture at least during the developmental years. Facilities would be re 
quired throughout the country that would be very inadequately used. It 
would load the payrolls with numerous personnel whose time is not fully 
used. Costs would be increased very substantially. 

Alternative No. 1 has these factors: It would relieve apprehension of 
member lines regarding competition with themselves; they would really be the 
line-haul operators, and the joint company would be forced into a joint terminal 
and joint soliciting agency. This might have some advantages, to be sure. But 
it would also creat serious difficulties. The company would probably have 
to route the traffic so as to satisfy the individual member lines that each 
is getting a fair share of the business thus developed. This is precisely 
the problem of the RBA. It does not lead to either the best service or 
the most economical performance. The capacity of the company to perform 
would be dependent upon the ability and willingness of the members to sup 
ply service. The latter might at any time have no available equipment or 
qualified personnel; they plan equipment for their own operations. But 
the company must be able to perform or they cannot carry out contracts 
with shippers. Furthermore, the airlines will provide themselves with 
equipment adapted to their own operations: chiefly passenger-express. This 
will mean less chance of reducing cost by use of specially designed freight 
planes. Using the facilities of member lines means less flexibility of rout- 
ing of equipment, and may involve questions of having pilots qualified to 
fly the routes. 


(ee 


ExuHisit G 


SerreMBer 9, 1946. 
Mr. Ronert M. Love, 
President All American Aviation, Inc., 
Wilmington, Del. 

Dear Mr. Love: You have already received your copy of a notice of a special 
meeting of the stockholders of Air Cargo, Inc., to be held at the Carlton Hotel, 
Washington, D. C., beginning at 10 a. m., on Wednesday, September 18. 

That notice (sent via registered mail on September 4) referred to (@) discus- 
sion between representatives of Amercan, Hastern, TWA, and United in New 
York on August 23, and (b) between representatives of seven carriers at Chicago, 
lll., on August 29, and explained that at both of these meetings, the idea of 
activating Air Cargo, Inc., as an industry service organization, together with 
certain plans for elimination of the distinctions between express and freight, 
had been advanced. Further, the notice advised that a special committee had 
been appointed to meet immediately and recommend a comprehensive program 
for the coordination of cargo service by all scheduled airlines. 

The committee met for 3 days last week and its report is now submitted 
herewith. 

For obvious reasons, this confidential memorandum should receive your urgent 
and serious consideration. The issues in the Air Freight and the Freight 
Forwarder cases enter the entire field of air cargo and should undoubtedly be 
dealt with without further delay. The material and recommendations con- 
tained in this confidential memorandum are therefore intended to serve as the 
basis for discussion and action at this meeting of September 18. 

There is also attached a second paper setting forth the committee’s recom- 
mendations with respect to indirect air carriers. It appears desirable to deal 
with this subject also on the 18th, if an industry position is to be achieved. 


Sincerely yours, 
E. S. Lanp, President. 
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Are Caro, Inc. 
WASHINGTON, D. ©. 
RECOMMENDATIONS OF SPECIAL AIR CARGO COMMITTEE Re INprIREcT AIR. CARRIERS 


The committee was specifically instructed to include in its recommendations 
the policy or policies which should be adopted by the industry toward certifica- 
tion as indirect air carriers of (1) the REA and (2) forwarders. 

If the program recommended by the committee is adequate to achieve the 
objective for which it was designed, i. e., to provide a complete and fully 
coordinated. (both to on-line and off-line points), scheduled air-cargo service, 
it will enable the airlines to offer a service which is in all respects equal or 
superior to that which would be offered by the REA or by forwarders. From 
a Service standpoint, therefore, there can be no public need for the certification 
of those agencies. Furthermore, since each of the airlines will be competing for 
air cargo business, the degree of competition provided by the airlines themselves 
should be adequate to satisfy the public demand for protection from monopolistic 
practices. Certainly the program contemplates the full scale of competition 
deemed necessary, up to this point, by the CAB in granting certificates for 
additional routes and services. It would seem, therefore, that the airlines can 
justifiably maintain the position that the service to be offered the public under 
the recommended program satisfies every public need for air-cargo service— 
and that the certification of the REA or forwarders would serve only to provide 
duplicate and wastefully competitive services. 

It should be emphasized, however, that the REA and forwarders have a part 
to play in the development and handling of air-cargo business. As indirect air 
carriers, they would, by definition, be confined to the ground in all their opera- 
tions. Why then should they not be confined to the ground? As connecting- 
surface carriers, their services can be utilized by the public to the same extent 
and to the same advantage as if they were certificated as indirect air carriers. 
They could, as connecting-surface carriers, perform the same function in devel- 
oping and handling air cargo where it would be done to public advantage, viz, 
at off-airline points. In addition, at least in the case of RBA, its facilities can 
be utilized for pickup and delivery services at on-line points—not as an indirect 
air carrier, but as a purely ground agency. 

Thus it appears that no public advantage is to be derived from certificating 
REA and forwarders. Their participation in the air-cargo business should be as 
ground agencies for pickup and delivery and as connecting surface carriers. 


Emory JOHNSON, Secretary. 
Attached letter sent to the following: 


Robert M. Love, president, All American Aviation, Inc., 210 Greenhill Avenue, 
Wilmington 99, Del. 

©. R. Smith, chairman of the board, American Airlines System, 100 East 42d 
Street, New York 17, N. Y. 

T. E. Braniff, president, Braniff Airways, Inc., Love Field, Dallas 9, Tex. 

Carleton Putnam, president, Chicago & Southern Air Lines, Inc., Memphis Mu- 
nicipal Airport, Memphis 2, Tenn. 

Sigmund Janas, president, Colonial Airlines, Inc., 630 Fifth Avenue, New York, 
N. Y. 

Robert F. Six, president, Continental Air Lines, Inc., Stapleton Airfield, Denver 
7, Colo. 

C. E. Woolman, president and general manager, Delta Air Lines, Inc., Atlanta 
Municipal Airport, Atlanta, Ga. 

Capt. E. V. Rickenbacker, president and general manager, Eastern Air Lines, 
Ine., Eastern Air Lines Building, 10 Rockefeller Plaza, New York 20, N. Y. 

William A. Coulter, president, Inland Air Lines, Inc., 6331 Hollywood Boule- 
vard, Los Angeles 28, Calif. 

J. W. Miller, president, Mid-Continent Airlines, Inc., Waltower Building, 102 
East Ninth Street, Kansas City 6, Mo. 

G. T. Baker, president, National Airlines, Inc., Municipal Airport, Miami, Fla. 

Paul F. Collins, president, Northeast Airlines, Inc., Commonwealth Airport, 
Boston 28, Mass. 

Croil Hunter, president and general manager, Northwest Airlines, Inc., 1885 
University Avenue, St. Paul 1, Minn. 

C. Bedell Monro, president, Pennsylvania-Central Airlines Corp., Washington 
National Airport, Washington, D. C. 
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Jack Frye, president, Transcontinental & Western Air, Inc., 1740 G Street NW., 
Washington, D. C. 

w. A. Patterson, president, United Air Lines, Inc., 5959 South Cicero Avenue, 
Clearing Station, Chicago 38, Il 

William A. Coulter, president, Western Air Lines, Inc., Lockheed Air Terminal 
Burbank, Calif. 


Atm TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., September 24, 1946. 


To: C. R. Smith (AA), T. E. Braniff (BNF), C. E. Woolman (DAL), E. V. 
Rickenbacker (EAL), Croil Hunter (NWA), C. Bedell Monro (PCA), J. A. 
Frye (TWA), W. A. Patterson (UAL), William Coulter (WAL). 

Copies to all other heads of airlines. 


GENTLEMEN: You, or your representatives, were present at the meetings of 
the ATA board of directors and the ATA members (held on Tuesday and 
Wednesday of last week—September 17 and 18, respectively) and will recall 
that in connection with the reports of the special air-cargo committee, (1) the 
directors adopted the following resolution : 

“Upon motion duly made, seconded, and unanimously adopted, it was recom- 
mended to the stockholders and directors of Air Cargo, Inc., that the report 
of the special committee recommending the activation of Air Cargo, Inc., for the 
provision of ground services, and the coordination of the property services of the 
present scheduled airlines, be adopted in principle, and that Air Cargo, Inc., be 
directed to recommend to the airlines a complete suggested program containing 
necessary funds and organization with which to proceed with the committee’s 
recommendations.” 

And (2) the members’ action was to this effect: 

“Upon motion duly made, seconded, and unanimously adopted, the above 
action of the board was ratified and President Land was instructed to utilize 
the offices of the Air Transport Association for the purpose of expediting and 
effecting the necessary agreements, or other arrangements for the establish- 
ment of a completely integrated and interline air-cargo system on a nationwide 
basis.” 

In view of such action and the general importance of this entire subject, it is 
our intention to proceed with all necessary work without delay. 

Work to be undertaken by Air Cargo, Inc., is already in progress by that 
group’s board of directors but there remain a number of items which must be 
acted upon by the membership, separately and apart from any Air Cargo, Inc., 
action. To progress these other items, it appears that a small number of 
working committees should be appointed and set to their tasks. 

Such committees, their purposes, and proposed memberships are as follows: 

I. Interline and/or interchange procedures and agreements.—To immediately 
develop uniform plans and procedures for the interchange of air cargo between 
all air carriers. Such procedures to be the basis for details of any necessary 
agreement for filing with the CAB and interline manuals) : 

C. J. Rausch, chairman (UAL) 
J. M. Glod (AA) 

W. A. Weeks (EAL) 

T. R. Nolan (NWA) 

Carl Rowe (TWA) 

IT. Interchange with surface carriers.—To develop uniform agreements for 
execution between air carriers and all connecting surface carriers to permit 
the ready interchange of traffic from and to points other than those served by 
air carriers: 

BE. O. Ireland, chairman (TWA) 
J. D. Boylan (AA) 

P. W. Pate (DAL) 

J. Schneider (BNF) 

Mel Brockman (UAL) 

IIT, Uniform pickup and delivery agreement and REA contract.—To develop 
(1) a suggested uniform contract to be executed with all cartage operators, and 
(2) a suggested substitute for the present REA agreement: 

J. Zeveley, chairman (AA) 
G. M. Springer, Jr. (PCA) 
R. BE. Whitmer (TWA) 
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IV. Equipment interchange.—To develop procedures and agreements which 
will permit point-to-point transportation of planeload lots: 
Ted Larsen, chairman (UAL) 
H. 8S. Bolander (DAL) 
C. P. Graddick (UAL) 
A. C. Smith (WAL) 

Your cooperation is needed in making available all of the individuals named 
for these committees. You are aware of the urgency of the matter in general 
and your full support is needed. If any of the individuals named cannot possibly 
be released by you for these special assignments, will you please inform me? 

Notice is hereby given that all four of these individual committees are due to 
convene at the Hotel Statler, Washington, D. C., on Monday, October 7, for the 
purpose of meeting continuously until their respective assignments are completed 
and a report or recommendations issued as a result thereof. 


Yours very truly, 
B. 8. Lanp, President. 

The Cuarrman. Now, your ee formed a public relations 
advisory committee, did they not 

Mr. a wese, Yes; they had a public relations advisory committee. 

The Cuarman. And they directed their attention primarily to air 
freight, to the air freight project; isn’t that correct ? 

Mr. Tieton, I take it that your questions relate to a period around 
1946 to 1947. 

The Cuamman. Now, in connection with the public relations ad- 
visory committee, they made certain recommendations as follows: 

There should be preparation by ATA of background information pamphlets, 
news releases to some 4,000 dailies and weeklies, advertisements in papers and 
magazines, coordinating the work of project chairmen in making personal 
contacts with newsmen, columnists, radio commentators, editors, writers, and 
magazine editors. 

Is that correct ? 

Mr. Treton. I am not familiar with that document. 

The Cuarrman. I refer toa document. Will you read that? 

Mr. Harkins. This specific document is dated August 17, 1951, 
from Hayes Dever, secretary and director of public relations, to mem- 
bers of the public relations advisory committee, Air Transport Asso- 
ciation. 

Mr. Dever is an official of Capital Air Lines, and in this letter he 
is recommending the adoption of a slogan or a trademark which would 
assist the public in distinguishing between a scheduled and a non- 
scheduled airline. 

The Cuarrman. Are you familiar with that effort to develop public 
relations whereby there would be that sharp demarcation Sslepaen 
the members of the ATA and noncertificated airlines? 

Mr. Treron. Well, I am familiar with the effort. It was an effort 
to distinguish between certificated airlines, whether they were mem- 
bers of the ATA or not. 

The Cuarrman. Did you go as far as the following: That the ATA 
should get the CAB to order that the words “airline,” “airway,” and 
“airliner,” should be terms limited to the operations of the certificated 
carriers, and should not be used by any noncertificated carriers? Are 
you aware of that? 

Mr. Tieton. Your question was, did the ATA make that request of 
the CAB? 

The Cuatrman, Yes. 

Mr. Tipron. I have no recollection. I am pretty sure we did not. 

The Cuarrman. You did not? 
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Mr. Treron. Did not. 

Mr. Harxrns. I refer you to a letter dated September 7, 1949, from 
Robert Ramana president, executive vice president, of ATA, to 
Hon. Joseph J. O’Connell, Chairman, Civil Aeronautics Board. I 
will read the letter in its entirety : 


Dear Mr. O’CONNELL: It becomes increasingly evident that there should be 
some definite methods by which the traveling public can differentiate between 
scheduled and nonscheduled air carriers. As it is, the nonscheduled companies 
make an effort to use names which resemble, visually and phonetically, those 
of the scheduled airlines. Obviously, this is confusing to prospective passengers. 

We have been discussing the possibility of attempting to get an official 
ruling which would make it mandatory that only the scheduled, certificated 
carriers are privileged to use such words as “airline,” “airway,” and “airliner.” 
This would be of some aid in making the differential known. 

Before taking any formal action with respect to this request, I would like 
to get the general informal reaction from you and the other members of the 
Board, if possible. 


That was September 7, 1949. 

Did you get a response from the Chairman of the Civil Aeronautics 
Board to this letter ? 

Mr. Treron. If we did, I am not familiar with it. The problem 
with which we were dealing at that particular time was the attempt- 
ing to establish a definition or distinction between a certificated air- 
line, which was subject to the full scope of economic and safety regu- 
lation, and airlines that were not subject to those regulations. 

(The documents referred to are as follows :) 


CAPITAL AIRLINES, August 17, 1951. 


To: Members of the Public Relations Advisory Committee, Air Transport Asso- 
ciation of America. 


In my opinion, we have a definite obligation to the public to more fully inform 
them concerning the difference between a scheduled and nonscheduled air 
carrier. There is confusion in the public mind and we as an industry are doing 
little or nothing to help the public seek out the true facts. 

There have been discussions from time to time concerning the development 
of a trademark or slogan that would assist the public in distinguishing between 
a scheduled and nonscheduled airline. This project has never progressed 
beyond the talk stage as invariably it has foundered on the various attempts to 
develop a trademark or slogan that would in a few effective words sum up 
the entire issue. 

With this thought in mind, I submit the following question for your consider- 
ation: Can the basic difference in a scheduled and nonscheduled air carrier be 
summed up in a catch phrase or slogan? 

I hold no brief for the term “scheduled airline,” but whether we like it or 
not, the battleline has been drawn on the terms “scheduled” and “nonsked.” 
If we agree on this point, then is there not virtue in telling the public what 
the term “scheduled airline” means to them? Thirty million passengers will 
use our services in 1951. Are they not entitled to know if they are flying on a 
“schedu'ed air ine” 

The most effective way to let the passengers know would be to tell them. In 
each ticket envelope could be inserted a small card which would say, “You are 
flying a ‘Scheduled Airline.” Then the card could list the factors which 
make fiving on a scheduled airline important. 

The factors which could be set forth are important and compelling to a 
passenger. If this informational program were to be industrywide, it would 
a a telling effect in bringing to light facts which the public is entitled to 

now. 

With the force of this effort, advertising would then pick up the ball and in its 
advertising carry a slogan or trademark that would further exploit the fact 
that “Airline so-and-so” was a “Scheduled Airline.” The public is smart and 
once we highlight this issue, they will start looking to see if such-an-such Air- 
line carries the “Scheduled Airline” seal before making their final choice. 
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The nonskeds are victimizing the public with misinformation such as this which 
I heard the other day—‘the only airline serving Pittsburgh that has a perfect 
safety record.” They forgot to add “for 2 months.” 

We would not want to resort to such tactics but we have an obligation to meet 
this misinformation with fact. 

“How?” is the question. Isn't it possible that the simple program I have out- 
lined with the force of our combined reputations behind it could succeed? There 
is nothing high pressure about it. Its merit lies in its straightforward, honest ap- 
nn to the public informing them on a matter in which they have a very great 
stake. 

Now if you agree on the basic approach, how about writing to tell us what 
should be said on the “You are flying a ‘scheduled airline’” card. When your 
ideas are in, we will give you what represents the majority thinking on the sub- 
ject. Nothing definitive will be done without full committee approval. 

If the card is adopted, then we will coordinate with the advertising committee 
as they are the key to the success of this program. 

Sincerely yours, 
Hayes Dever, 
Secretary and Director, Public Relations. 


SEPTEMBER 7, 1949. 
Hon. JoserpH J. O’CONNELL, 
Chairman, Civil Aeronautics Board, 
Department of Commerce, Washington, D. C. 

Dear Mr. O'CONNELL: It becomes increasingly evident that there should be 
some definite methods by which the traveling public can differentiate between 
scheduled and nonscheduled air carriers. As it is, the nonscheduled companies 
make an effort to use names which resemble, visually, and phonetically, those of 
the scheduled airlines. Obviously, this is confusing to prospective passengers. 

We have been discussing the possibility of attempting to get an official ruling 
which would make it mandatory that only the scheduled, certificated carriers are 
privileged to use such words as “airline,” “airway,” and “airliner.” This would 
be of some aid in making the differential known. 

Before taking any formal action with respect to this request, I would like to 
get the general informal reaction from you and the other members of the 
Board, if possible. 

Sincerely yours, 
Rosert RAMSPECK, 
Executive Vice President. 


The Cuatrrman. Is that true? 

Mr. Tieton. What is that? 

The Cuartrman. You say safety regulations. 

Mr. Treron. That is right. 

The CuatrMan. They are applicable both to certificated and: non- 
certificated airlines. 

Mr. Tipton. They are not the same now, and they were surely not 
the same at that time. 

At the time that material to which you refer was written, I think it 
was 1947, there was a great distinction between the two. 

The Cuarrman. I will come to that. 

Mr. Keattnea. I am interested in that. 

I thought—I had been led to believe from some previous testi- 
mony—they had the same safety regulations. 

The Cuarrman. Of course they have. 

Mr. Tipron. Let me spell that out so that the record can be com- 
pletely accurate on the subject. 

At the present time the safety regulations of noncertificated and 
cartificated airlines are different only in these respects, and they relate 
to the fact that noncertificated carriers do not fly routes; theoretically, 
at least, they do not fly routes. 
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A certificated carrier must go through a great deal of pilot route 
familiarization; they must fly over the route a particular number of 
times to be sure they know all the air navigation facilities and the air- 
ports and the like, and they must be constantly qualified over those 
routes. 

Each certificated carrier must have a communications system of 
his own, that is air-to-ground communication system, and that must 
be his own. He cannot rely upon the Government’s communications 
system that is established by the CAA. 

Those two are the major distinctions at the present time. 

| Keatine. A noncertificated carrier does not have to have his 
own 

The Carman. Let us get this clear at this point. 

On June 1, 1950, ATA’s operations department advised ATA’s 
executive director that the applicable CAB “regulations require al- 
most identical maintenance procedures, practices, and equipments,” 
and I refer to a document which will be read. 

Mr. Tieron. That is maintenance, Mr. Chairman. 

Mr. Keatrne. That is maintenance. 

The CuamrMaNn. Maintenance practices, procedures, and equipment. 

Mr. Keatine. That is not operation. 

The Cuamman. Let me go further. Read that. 

Mr. Harkins. This is a memorandum dated June 1, 1950, from 
Milton W. Arnold, General Arnold, to Mr. Redfern: 


With regard to the maintenance setups of the scheduled carriers, as compared 
with the nonscheduled carriers, the regulations require almost identical main- 
tenance procedures, practices, and equipment. Further, it is the purpose and 
intent of the CAA Air Carrier Maintenance Branch to enforce the same restric- 
tions on the nonscheduled carriers as are enforced on the scheduled carriers. 
For example, the nonskeds are required to conduct inspections and overhaul 
periods under SRR-209, which is the same bible used by the regular scheduled 
airlines. In addition, the CAA has instituted daily mechanical reports for the 
nonscheduled airlines. Therefore, regulationwise there is theoretically no dif- 
ference between the scheduled and nonscheduled maintenance. 


Further it states: 


The only thing we can point to is any difference in regulation which might 
exist, and it so happens that in the maintenance field there is none. We in Opera- 
tions admit that some irregular carriers although few do a better job of main- 
taining and equipping than some of the certificated airlines. Further, some of 
these nonscheduled carriers do as good a job of maintenance as the certificated 
airlines. Therefore, I do not believe we can make any general statement as to 
the difference in the quality of maintenance. 


Now, the point you are making, I take it, is that as far as communi- 
cations equipment for use in flights, there is a difference in the regula- 
tions as to the type of equipment that must be maintained; but as 
far as maintenance of the aircraft for flying ability, the regulations 
are the same; is that correct? 

(The documents referred to are as follows :) 


MEMORANDUM 
JUNE 1, 1950. 
To: Mr. Redfern. 
From: General Arnold. 

Reference is made to the attached letter to the Air Traffic Conference from 
R. J. Monroe, Jr., of Eastern Air Lines, concerning a statement of differences 
between scheduled and nonscheduled maintenance practices, scheduling, pas- 
Senger service, etc. I think in reply to Mr. Monroe you could very easily use the 
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material I submitted to you by memorandum of November 17, 1949, on this 
general subject, at least insofar as “maintenance practices” and “operations and 
engineering” are concerned. The statement of “major differences between the 
certificated domestic airline regulations (pts. 40 and 61) and the regulations 
applicable to the irregular and contract operators (pts. 42 and 45),” dated Octo- 
ber 20, 1949, is still applicable, except.that the word “interstate” should be 
inserted immediately preceding the word “irregular.” I believe that Frank 
Macklin has mimeographed a number of copies of this statement. 

With regard to the maintenance setups of the scheduled carriers, as com- 
pared with the nonscheduled carriers, the regulations require almvust identical 
maintenance procedures, practices, and equipment. Further, it is the purpose 
and intent of the CAA Air Carrier Maintenance Branch to enforce the same 
restrictions on the nonscheduled carriers as are enforced on the scheduled 
carriers. For example, the nonskeds are required to conduct inspections and 
overhaul periods under SRR 209, which is the same bible used by the regular 
scheduled airlines. In addition, the CAA has instituted daily mechanical re- 
ports for the nonscheduled airlines. Therefore, regulationwise there is theo- 
retically no difference between the scheduled and nonscheduled maintenance. 

Frankly speaking, however, there is undoubtedly considerable difference in 
the quality of maintenance between the scheduled and nonscheduled operators, 
Obviously, this is due to the irresponsibility of some nonscheduled operators. 
For example, we heard a case recently where a nonsked C—46 pulledt into Chi- 
eago with the right engine sputtering and, while unloading and loading, the 
mechanic unbuttoned the cowling to investigate. He was still investigating when 
the crew came back aboard the airplane and the captain asked the mechanic 
if he was finished by shouting through the cockpit window. The mechanic 
stated that he was not finished, and after waiting a few minutes, the pilot 
ordered him to button up the cowling so he could get going. One could hardly 
imagine a scheduled airline operating in this fashion. 

Although it is the CAA’s intention to apply the same rules to the nonskeds as 
to the skeds, such cannot be accomplished without the cooperation of the non- 
skeds. Actually, whether scheduled or nonscheduled, the Governmeat only 
plays a small part in safe operations maintenancewise. If it were nt for the 
integrity and responsibility of the scheduled airlines, the CAA would be power- 
less to guarantee safety. 

As I stated in my memorandum to you of November 17, 1949, I @» not think it 
would be wise for the ATA to indicate to the carriers in any documentary form 
such facts, as indicated above. The only thing we can point to is any difference 
in regulation which might exist, and it so happens that in the naintenance field 
there is none. We in operations admit that some irregular carriers, although 
few, do a better job of maintaining and equipping than som? of the certificated 
airlines. Further, some of these nonscheduled carriers do as good a job of 
maintenance as the certificated airlines. Therefore, I ¢o not believe we can 
make any general statement as to the difference in the quality of maintenance. 

Using the list of differences in regulations contained in our statement of Oc- 
tober 20, 1949, and differences in traffic and passenger rervice details which your 
department could furnish, you may wish to ask the public information depart- 
ment to write up for easy reading by ticket agents a checkoff list of differences 
which they could state to prospective customers. As an added precaution, bow- 
ever, such list should be cleared through the general counsel’s office to make sure 
that we do nothing which will subject ourselves *p criticism or possible lawsuit 
by the nonscheduled operators. 


Mitton W. ARNOLD. 


JUNE 7, 1950. 
Mr. R. J. Muwroez, Jr., 


Reservations Sales Manager, 
Eastern Air Lines, Inc., Boston, Mass. 


Dear Mr. MUNROE: Please pardon the delay in replying to your letter of May 
18. We have asked our operations department to review the situation with 
respect to your inquiry. 

As far as regulations are concerned, the same operating and maintenance 
regulations exist for irregular air carriers as for scheduled. Therefore, there 


is really nothing that can be put into print to indicate any difference in required 
practices. 
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The CAB has recently ruled that large irregular carriers may not fly more 
than 8 trips monthly between the same 2 pairs of points, which means 4 round 
trips, so actually they are not supposed to have any scheduling policy whatever 
and, of course, the passenger service features of their flights are left entirely 
up to them and apparently remain a mystery to everyone except their passengers. 
The attached list of items is about the only thing we can offer on the subject 
and as far as we know this.is still current even though issued in October 1949. 
We trust it will be of some assistance to you. 

Sincerely yours, 
M. F. ReEepFrern, 
Vice President, Traffic, Executive Secretary. 


EASTERN Arr LINES, 
Boston, Mass., May 16, 1950. 
Arg TRAFFIC CONFERENCE OF AMERICA, 
Washington, D. C. 


GENTLEMEN: For some time we have felt the need for some type of sheet 
which emphasized the difference between the scheduled and nonscheduled carriers 
as to maintenance practices, scheduling, passenger service, and so forth in order 
that we may have a ready reference with which we may compare the two. 

In this way, we will be able to intelligently and specifically answer the questions 
sometimes put to us by passengers, such as: “Just how much less maintenance 
do the nonschedules get than your planes?” 

Although the personne! in this office are keenly aware of the difference between 
the scheduled and nonscheduled carriers, we felt that, if available, a sheet from 
your office of the type described above would be of aid to us in giving official 
and specific answers to the public. 

Very truly your, 
R. J. Munroe, Jr., 
Reservations Sales Manager. 

Mr. Treron. As far as maintenance is concerned, the regulations 
are the same. 

All I was doing was trying to point out the differences that presently 
exist between the regulations applicable to noncertificated or non- 
scheduled operators, and those that are applicable to scheduled. 

I mentioned two major areas, one, the pilot route familiarization, as 
well as the communications systems. 

Those two are major areas where there are differences. 

Mr. Keatrne. You mean a nonscheduled operator is not required 
to have any knowledge about the route where he is going ? 

Mr. Tipton. He is not bound, as the certificated carriers are, to have 
flown and surveyed the route over which he flies. 

The theory in that, in fairness to the nonscheduled airlines and the 
Civil Aeronautics Board, the theory of that is that since he is author- 
ized to fly any place he pleases, he would not—it would not be possible 
to impose that regulation on him. 

_ A scheduled carrier that flies the same route and is bound to day 
in and day out, is required to establish route familiarization require- 
ments, 

Mr. Keatrne. Before he flies that pertenlse route he must have gone 
over it and become familiar with it 

Mr. Tipton. That is right. : 

Mr. Keatrne. If he is flying for a scheduled air carrier? 

Mr. Trpron. Yes. 

The pilots have to maintain their qualifications over a particular 
route, and there is a method of maintaining those qualifications which 
is either as flying as copilot or flying in another airplane to establish 
and maintain his qualifications. 
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Mr. Keatrne. I do not mean to draw any unfavorable inferences 
on one side or the other, but is it not pretty important that the pilot 
know the route where he is going? Do you mean to say that a non- 
scheduled pilot can get in a plane and fly anywhere he wants to 
without any knowledge at all about the route where he is going? 

Mr. Tipton. He is not required by the Government to know it. 
He is bound by his own responsibility to examine it. 

Mr. Keatine. Sure. 

He is not any more anxious to crack up than the passengers are. 

Mr. Tieton. I know, but there is no Government requirement on 
that. 

Mr. Keating. You mean there is no regulation which requires him 
to have gone over that route and be familiar with it? 

Mr. Treron. No. 

The nonscheduled carriers are supposed to be carriers that fly 
any place. 

Consequently, at least according to the Board’s determination, it 
would be impossible for them to qualify themselves over particular 
routes because there are, of course, hundreds and hundreds of par- 
ticular routes in the country over which they might fly. 

The CHairman. How can they qualify if they do not show a 
knowledge of the route or the ability of the pilot to be able to travel 
the route? How can they qualify? Do you mean to tell me the CAB 
gives them a license or certificate without their having qualified as 
to knowledge of the operation of their plane over a certain route? 

Mr. Tipton. Not over a certain route. They issue a certificate; 
the top certificate is an air transport rating, airline transport pilot’s 
certificate is its proper name, which is issued after very difficult ex- 
aminations with respect to their competence in flying an airplane 
any place. 

But that certificate does not say, does not examine him with respect 
to operations over a particular route. 

Mr. Harxins. Isn’t that because the nonscheduled airlines have no 
routes ? 

Mr. Tieton. That is my point; that is the reason. 

Mr. Harkins. But, certainly, the Civil Aeronautics regulations, 
CAA regulations, or the Board regulations, whichever agency does it, 
require that the pilots are familiar with the operation of the plane 
they are flying, and also, are familiar with the rules of the various 
airports at which they are going to land in the United States; is 
that not correct ? 

Mr. Treron. As I recall, there is no examination of specific rules 
of specific airports. They have got to be a competent airplane pilot. 

In the course of it, they even must take cross-country examinations, 
of course, to indicate that they can navigate from one place to another. 

However, he is not required to go over that route, be familiar with 
any particular route, be familiar with the air navigation facilities on 
the route, the obstructions around the airport, the length of runway 
of a particular airport, that sort of thing; that is the distinction 
between the two. 

The CxHatrman. Is there anybody in the room from any of the 
nonscheduled airlines here? Is there any counsel or is there any 
officer of a nonscheduled airline in this room now? 
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Mr. Miuuer. Yes, sir. 

The CHarrman. Will you step forward and give me your name, 
please. 

Mr. Miiter. I am counsel for them, Mr. Chairman. 

The Cuarrman. You were here before? 

Mr. Miter. I testified before. Iam Warren EF. Miller, counsel for 
the Aircoach Transport Association. 

The Cuarrman. You heard this testimony of Mr. Tipton? 

Mr. Mixer. Yes, the last 10 or 15 minutes. 

The Cuamman. Would you care to comment on that, if you know? 

Mr. Minuer. Yes. 

Here is the situation, Mr. Chairman, so far as a pilot of a non- 
scheduled airline is concerned: They are qualified pilots and meet 
all requirements so far as the operation of their plane is concerned. 

It is very much like, suppose you take a bus going from Boston down 
to Florida. 

Now, a scheduled carrier goes over that route, that is a scheduled 
bus goes down there, but our pilots can fly a plane just like you can 
operate an automobile. They go over different roads. 

If they go out to St. Louis, they go out Route 1, and so forth, 
Route 40; and the difference is that they can operate a plane anyplace 
just like you or I can drive an automobile anyplace, except the route 
that is taken depends on the airways. 

They have their charts, and they study them, and they know just 
how to go; on the charts are all of these things that they need to know. 

So they are—as a matter of fact, they have more diversified—I 
think they are probably a little better pilots because they go to these 
different places, where an airline pilot goes just from one place to 
another. 

The CuatrMan. Does the nonscheduled airline pilot have to know 
and be acquainted with the route that he actually travels? 

Mr. Mirier. He has—-before he starts he has to know how he is 
going to fly in order to get to his destination. He studied that by his 
maps; undoubtedly he has been over the route before. 

Mr. Keating. But the point is there is no CAB regulation—-- 

Mr. Mriuer. That is right. 

Mr. Keratrtne (continuing). Which requires him to be familiar with 
that route? 

Mr. Mitter. That is correct. 

That is a matter that he gets the knowledge, if it is necessary, if 
there is any particular reason that he should go over before he does 
it, because he is not going to get off the ground and take a plane unless 
he knows he is going to get there. 

Mr. Keating. That is true; you can assume he is not anxions to 
take any chances himself. 

But I am really surprised at this testimony with respect to this 
difference between the regulations. 

I should think the CAB—I do not know—I would think they ought 
to look into this question of the qualifications of a noncertificated pilot 
to be sure that there is some regulation requiring him to know the 
route he is going to travel. 

Mr. Mitirr. He has to know that; there is no question about it. 
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The Cnamrman. But Mr. Keating asks whether there is any regula- 
tion governing it. 

Mr. Miter. I am not familiar with that, whether there is or not. 

(The following letter was received from the Aircoach Transport 
Association, Inc. :) 


ArrcoacH TRANSPORT ASSOCIATION, INC., 
Washington, D. C., June 8, 1956. 
Hon. EMANUEL CELLER, 
Chairman, Subcommittee on Antitrust and Monopoly, 
Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CELLER: During the hearing conducted by your committee on Wednes- 
day morning, May 16, Mr. Tipton, of ATA, discussed the fact that Civil Aeronau- 
tics Administration regulations have set up the requirement that pilots of cer- 
tificated airlines are net permitted to pilot a plane over a given route until they 
have tirst flown over that route in a plane handled by a qualified pilot who is 
familiar with the route. Mr. Tipton pointed out that the Civil Aeronautics Ad- 
ministration regulations do not require such a preliminary flight by a pilot of a 
noncertificated airline. Thus, the pilot of a noncertilicated airline can pilot his 
plane over a strange route without being required to first familiarize himself 
with the route by flying over it as an observer in a plane handled by another pilot. 
At that time you asked Mr. Warren E. Miller, counsel for this association, to par- 
ticipate in this discussion. 

During the testimony before your committee, Mr. Tipton of ATA pointed out 
that an important difference between operations of certificated and noncertiticated 
air carriers was the Civil Aeronautics Administration regulations referred to 
above. As stated above, the regulation required pilots of certificated carriers 
to fly over a new route as an observer and become familiar with it before he is 
permitted to pilot his own plane over such a route. Pilots of the supplemental 
air carriers are not subject to this requirement. In the past the supplemental 
air carriers have been permitted to perform only a limited route-type service; 
their flights are frequently between points not on specific routes. It follows, 
therefore, that the supplemental air carriers do not fly exclusively between the 
same points as do pilots for the scheduled air carriers. 

A pilot flying a plane might be compared with an average citizen driving an 
automobile. It is not necessary that before driving a car to Los Angeles for in- 
stance, one must first go over the same route as an observer with someone else 
driving in order to become familiar with the route. Such a requirement would 
be unnecessary since the intelligent use of a road map would enable any com- 
petent driver to follow the prescribed route and complete the trip without undue 
difficulty. The same is true of pilots. They can fly a plane better than the 
average motorist can drive a car. That is their business. They follow the pre- 
scribed airways which are shown on official maps and they follow the prescribed 
published rules, landmarks, directions, etc., etc., on official airway maps. As a 
matter of fact, pilots for noncertificated airlines must be far more experienced 
in adapting themsel\es to any type of flying, due to the widely diversified route 
over which they must travel. 

Adequate safeguards have been set up by the Civil Aeronautics Administration 
to insure that the pilots for the supplemental carriers have, and maintain con- 
stantly, a high degree of proficiency. 

CAR part 42.45 states, in part: 

“Proficiency of crew members serving on large aircraft.—Each air carrier 
shall establish a training program sufficient to insure that each crew member 
used by the air carrier is adequately trained and maintains adequate proticiency 
to perform the duties to which he is to be assigned.” In paragraph (b) “No air 
carrier shall initially assign an individual as a pilot unless he has satisfactorily 
accomplished a written examination by the carrier to insure his familiarity with 
the contents of the Operations Manual and with all types of instrument approach 
and navigational facilities und procedures to be used * * *.” [Italic supplied.] 

Today, as in past years, CAA safety agents are frequent cockpit observers in the 
aircraft of both the scheduled and supplemental carriers. You may rest assured, 
that if these agents felt that safety of flight was jeopardized by the present 
qualifications of any pilot with whom they ride, or that a change in regulations 
would increase safety, steps would have been taken long ago to bring these 
changes about. 
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You may be interested in the attached copies of letters from the Administrator 
of Civil Aeronautics, Director, Bureau of Safety Investigation, Civil Aeronau- 
tics Board, and the Under Secretary of Commerce for Transportation, written in 
September 1955, with respect to the 2-year safety record of the member air 
earriers of this association, who flew 2 full years without a fatality or serious 
injury. 

It will be appreciated if this letter can be included in the official record of your 
hearings. 

Sincerely yours, 
A. J. Rome, President. 


DEPARTMENT OF COMMERCE, 
Crvit AERONAUTICS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, September 21, 1955. 
Mr. A. J. ROME, 
Executive Vice President, Aircoach Transport Association, Inc., 
Washington, D.C. 


Dear Mr. Rome: Thank you for your letter of September 1. I am pleased to 
learn that as of that date the ACTA member airlines engaged in United States 
military operations had flown 2 full years without a fatality or serious injury. 

I agree that industrywide cooperation in air safety made this record possible 
and you may be assured that the Civil Aeronautics Administration will continue 
to assist in every way. 

Sincerely yours, 
¥. B. Lee, 
Administrator of Civil Aeronautics. 


THE UNDER SECRETARY OF COMMERCE 
FOR TRANSPORTATION, 
Washington, September 19, 1955. 
Mr. A. J. RoME, 
Executive Vice President, Aircoach Transport Association, Inc., 
Washington, D.C. 


Dear Mr. Rome: Your letter of September 1 calling my attention to the 2-year 
safety record of the member airlines of the ACTA arrived during my absence, but 
was brought to my attention upon my return to the office. 

The association has every reason to be proud of this achievement, and the 
member airlines are certainly to be commended. 

I appreciate your writing me on this matter, and you have my best wishes for 
the continuation of this fine record. 

Cordially yours, 
Louis S. RoruscH Ix. 


Crvrz AERONAUTICS BOARD, 
Washington, September 18, 1955. 
Mr. A. J. Rome, 
Executive Vice President, Aircoach Transport Association, Inc., 
Washington, D. C. 

Dear Mr. Rome: Reference is made to your letter of September 1, addressed 
to Mr. Rizley, Chairman of the Civil Aeronautics Board, in regard to the safety 
record established by your membership. 

_We congratulate you on this splendid achievement and sincerely hope that the 
high standards of United States air-carrier operations may continue to move 
forward. 

Sincerely yours, 
Leon H. Tanoevay, 
For W. K. ANpbREws, 
Director, Bureau of Safety Investigation, 


The Cuatrman. Mr. Tipton, you say there is no regulation? 

Mr. Tipton. No. 

The Cuarrman. Is there a regulation governing the route that the 
certificated pilot must travel ? 
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Mr. Tieton. Yes. 

The certificated pilot, since he flies a route that he is bound to fly, 
and his company is bound to fly every day, there are requirements that 
say he must he qualified—he must not only hold this general certificate 
but he also must be qualified over the route to which he is assigned. 

In other words, if he is assigned to New York 

The Cuatrman. For example, if you fly from New York to Wash- 
ington, there are several routes ? 

Mr. Tieton. That is right. 

The Cuarrman. He must be qualified to fly over any one of those 
routes and have knowledge of those routes? 

Mr. Treron. That is right; knowledge of them in detail. 

The Cuatrman. Would you say a noncertificated airline going from 
New York to Washington, a pilot—would he have knowledge of those 
various routes likewise ? 

Mr. Tipton. Well, I would say if he were a good and responsible 
pilot he would have knowledge, but he is just not required to. 

He is not required to show he is qualified over the route. 

I think we can demonstrate the point this way: That in the case of 
the regulations applying to the nonscheduled airlines, if the non- 
scheduled airlines had a haul from Seattle to Los Angeles, and that 
pilot had never been over that route, he could, under the Federal regu- 
lations, take off and fly that route. 

A certificated pilot would not be able to do so. He would have to 
have had to go over the route several times and be familiar with every- 
thing along the route in order to fly it. That distinction, I think, 
makes it clear. 

The Cuatrman. Thank you. 

Mr. Harkins. May I ask one question ? 

Mr. Treron. Excuse me. 

Mr. Harxrns. Are those two differences in regulations applicable 
between the nonscheduled airlines and the certificated lines—are 
those regulations that you have been mentioning termed “safety 
regulations” ? 

Mr. Treron. Safety regulations; yes. 

Mr. Harxrns. I see. 

And also there are included in the term “safety regulations”—in 
those “safety regulations,” the regulations applicable to maintenance 
and flyability of each plane ? 

Mr. Treron. That is right. 

One thing: In the course of this discussion about the present situa- 
tion I started the discussion by reference to the distinction in safety 
regulations back in 1946 and 1947. 

There were very broad differences in regulations at that time. 

Mr. Keatine. Safety regulations? 

Mr. Tipton. Safety regulations. 

As we stated here before, the safety regulations, as well as the 
economic regulations, had been geared up to two classes of carriers: 
One, the scheduled route-type operation that held a certificate, and 
the other one was the small, Secikhans operator. 

The safety regulations were geared to regulate the operations of the 
ns fand- bens operator sal, consequently, were very limited in 
character. 
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At the time of this discussion, the regulations, the safety regula- 
tions, were in that State, and also during that time, there were quite 
a number of nonscheduled carrier accidents that caused the industry, 
the entire transport industry, a great deal of concern. 

The reference to the use of “airline” or “airliner” that was giving 
the airlines concern there was that an accident with respect to a non- 
scheduled airline would obviously have its effect with respect not only 
to them but also with respect to the heavily regulated, scheduled 
airlines. 

The CuHairmAn, And vice versa. 

Mr. Trpron. And vice versa, to be sure. 

But in addition to the safety problems of that time there were the 
problems of mishandling of passengers by the nonscheduled airlines 
and their agents. 

There also resulted a necessity, if the entire industry were not to get 
a black eye from the passengers and the public, that there be a dis- 
tinction between the heavily regulated ones and the ones that were not. 

Now, in the case of the safety regulations, as a number of years 
passed, and further developments were made in safety regulations, the 
safety regulations of the nonscheduled carriers were gradually built 
up by the Civil Aeronautics Board until we have reached the present 
time where the two major distinctions are the ones I have mentioned. 

In addition, in the immediate postwar period, and for a long time 
thereafter, there was a distinction in the type of equipment that non- 
scheduled and scheduled carriers could be used, and the best example 
of that is the C-46, which had been a very widely used airplane by the 
military agenceis during the war, and there were great quantities of 
them available as surplus. 

The C46 could not be used by a certificated airline because of the 
very restrictive requirements on the performance of scheduled airline 
urplanes. 

The Cuarrman. Is that the old Dakota ? 

Mr. Treron. No; the Dakota is the DC-3. The C—46, I forget what 
the wartime name of that was—the Curtis Commando. 

The C-46, by reason of the impossibility to use that airplane and 
meet certain performance requirements, the certificated heli were 
never able to use it during that period. 

The airplane has been very drastically improved in recent years, 
and it is, I believe, right now able to meet the performance require- 
ments; but at that time it was not. 

The net effect of that was important on the basis of all the dis- 
cussion we have had this morning because that made available—the 
C46 was thus available to all of the nonscheduled carriers, and 
available at very reasonable prices from the Government, and thus 
perenne them to compete and operate actively in the air-freight 

usiness, as well as in the nonscheduled carriers of passengers, while 
om a airlines did not have that airplane readily available 
o them. 
_ So that it placed in that respect—we have another example of the 
important effects of the discrimination in regulation which has af- 
fected in one way or another these two branches of the industry ever 
since the end of the war. ; 

The availability of the C-46 to the nonscheduled carriers was a 
matter of tremendous importance. 
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The Cuatrman. Now, to get back to the question I asked before, 
a up a public relations advisory committee; that is correct, is it 
not 

Mr. Tirton. That is right. 

The Cuairman. Was that set up as part of your program to de- 
bs ublic opinion against the noncertificated industry ? 

r. n. That public-relations program was part of a big pub- 
lic argument that was going on at the time between the certificated 
carriers and the freight carriers, which was on the side of the non- 
certificated freight carriers, was designed to convince the public that 
the certificated carriers were subsidized, that they did not do their 
work very well, that they did not develop air freight as they should, 
with a corresponding return in argument by the certificated carriers 
that they were good, that they were doing a fine public service, and 
that, generally speaking, they were an air-transport system of which 
the con could be proud. 

That public debate was going on at that time, and it continued to 
go on for several years thereafter. 

Now this—— 

The Cuamman. And the setup of your public relations advisory 
committee was to convince the Board of the merits of your operation? 

Mr. Tieton. It was the standard public relations campaign in 
which you tried to convince the public—— 

The Cramman. And the Board, too. 

Mr. Treron. And the Board is part of it—that whoever the public 
relations campaign is being waged on behalf of is good. 

Mr. Keatinea. We are familiar with those campaigns. [Laughter.] 

The CHamman. Who were the members of the public relations 
advisory committee, do you know? 

Mr. n. I do not know. 

The Cuairman. Would you pet them in the record, please? 

Mr. Tipton. I certainly would. 

(The information referred to is as follows:) 


List OF THE MEMBERSHIP OF THE ORIGINAL PuBLIC RELATIONS ADVISORY 
COMMITTEE CREATED IN JULY 1946 


Harry R. Stringer, AAA Joseph A. Ferrus, NWA 

Buell Patterson, AAL C. deGroot, Panagra 

Walter Henshel, BNF William Van Dusen, PAA 

Paul Andrews, C. & S. W. 8S. Thompson, TCA 

Ronald 8S. Gall, NAL Beverly H. Griffith, BAL 

Robert F. Webb, NEA Glen G. Grenstedt, PAL 

George P. Saunders, WAL W. Robert Moreland, MCA 

Harold J. Halton, CAI J. Raymond Bell, CAL (chairman) 
Stewart Faulkner, CAL Leonard Kimball, TWA 

James H. Cobb, Jr., DAL Richard M. Rummell, UAL 


The Cuarrman. Now, the public relations advisory committee 
works on a project basis such as the air freight project; that is correct, 
is it not? 

Mr. Treron. I am familiar with the name of the air freight project; 
I am not too familiar with all of the details of it. 

The Cuamman. I mean, the public relations advisory committee 
works on projects such as air-freight projects; that is correct, is it not! 

Mr. Treron. Thatisright. It did at that time. 
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I take it my answers in this connection relate to the time 1946, 1947, 
1948? 

The CuHamman. How many projects have you got now that occupy 
the time of the public relations advisory council ? 

Mr. Tipton. There are quite a number of them. I cannot——— 

The CuairMan. Will you give us a list for the record subsequently ¢ 

Mr. Tipton. Certainly. 

(ATA subsequently submitted the following :) 

The Public Relations Advisory Committee, as such, has no projects; it exists 
primarily as a mailing list. 

The Cuarrman. Now, in the air freight project the United States 
was divided into regions, 21 regions, in fact ; isn’t that correct ? 

Mr. Tieton. Yes; I think that is correct. 

The Cuarrman. In the operation does not the public relations advis- 
ory committee appoint pore chairmen and committees from the 
member airlines who work through the public relations departments of 
your own members, and divide the United States into regions, with 
responsibility for the public relations campaign assigned to a specific 
airline in each region; is that correct ? 

Mr. Tieton. Now, I would be getting in deep water because I cannot 
remember that. I think you had documents that set forth the organi- 
zation of that. 

The Carman. We have the documents. 

Mr. Treron. Yes. 

The Cuarmman. The question stems from the documents. 

You have divided the Nation into 21 regions, and you placed a spe- 
cific airline, through its public relations council, in charge of that 


region, and this air freight ees as well as other projects, coordi- 
b 


nate the activities of the public relations councils of each of the inde- 
pendent airlines, separate airlines in these regions. 

Now, is there a nonscheduled passenger carrier project in your 
public relations advisory committee? 

Mr. Tipton. No; I do not recall such thing. 

The CHarmman. Now, I asked this question before, and I do not 
know whether I got the answer promptly. 

Mr. Tieton. Mr. Chairman, excuse me, I am not sure of that last 
answer. Were you talking about we have a nonscheduled passenger 
project in our public relations program now? 

The CHarrman. Yes. 

Mr. Tipton. Not then? 

Well, I should explain, as I have told the committee several times, we 
have urged that—— 

The Cuarrman. I want to get the question clear. I asked, “Is there 
a nonscheduled passenger carrier project now in your public relations 
advisory committee ?” 

Mr. Treron. Then my answer should be not as such; but I should 
explain it by saying this: 

As I have told the committee, the Air Transport Association has 
long taken the position, and urged it in any place we have gotten an 
opportunity to urge it, that the substantial air-transport operations 
should be conducted under certificates of convenience and necessity. 

Now, we have such a project. 
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The CuarrMan. But you also have it with reference to nonscheduled 
carriers as to passengers ? 

Mr. Treron. The project relates to operations, air-transport opera- 
tions generally, whether it be pasengers or cargo, that they should 
be conducted under certificates. 

The Cuarrman. And you also, as to passengers, divide the Nation 
into regions, like 21 regions? 

Mr. erik. I do not think we have any such system as that now. 

The CuarrMan, As to passengers? 

Mr. Treron. As to anything; as to public relations. 

The Cuarrman. As to anything. 

Mr. Harkins. You did have such a division in the air-freight 
project ? 

Mr. Treron. That is my recollection. 

Mr. Maerz. Mr. Tipton, I think you have just stated that you 
do have in effect a public relations effort directed to show that pas- 
senger transport. should be conducted through certificated operations; 
isthat right? Did I understand you correctly ? 

Mr. Tieton. Well, I would have to amend that somewhat. 

Any substantial transport operations should be conducted under 
certificates ; that is right. 

The Cuarmrman. Do you think that is—I do not want you to say 
yes or no if you do not care to, you may not want to answer this— 
ut = you think that kind of a project is violative of the antitrust 

aws ? 

Mr. Tieton. No. 

The Cuarman. You do not think so? 

Mr. Treron. No; and the reason I do not think so is this: that it 
does not contemplate the keeping of people out of business or of the 
stifling of competition. 

What it argues is that the regulatory provision of the statute be ap- 
plied, and that those who are to get in the business, get in under cer- 
tificates of convenience and necessity, in order to avoid this intolerable 
discrimination in regulation which results from a contrary method of 
doing things. 

The Cuamrman. I am going to do this, Mr. Tipton: I am going 
to ask counsel to send this entire record to the Department of Justice 
for its opinion. I do not know personally whether it is or is not viola- 
tive of the antitrust laws. I think it is important, and I think it is 
important for the Air Transport Association, if it can possibly get 
some sort of an opinion, to have it, and I think it would be valuable 
for the public to have such an opinion. 

If your operations are perfectly proper, I think you should be en- 
couraged to continue them. 

If your operations run afoul of the laws, I think you should be so 
advised, 

Of course, I know that the Department of Justice does not give 
advisory opinions, but I think, under the circumstances, we ought 
to send this transcript to the Department. 

I do not make any charges one way or the other, Mr. Tipton, on this, 
but I think, for the ensbiiesantibt. in any event for the members of the 
committee, for the operations of this committee, I think it would be 
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well to have what we are doing here coordinated with the opinion of 
the Department of Justice. 

Mr. Treron. Well, surely, Mr. Chairman, we would have no objec- 
tion to such a course of action on your part, so long as the record is 
complete, that is, so long as there is a full understanding on the part 
of the person who is to give a legal opinion as to what all the facts 
are, we would have no objection to that course of action. 

The CuHarrMAN. You are free, Mr. Tipton, to complete the record 
any way you wish. You are uninhibited in that regard. We should 
let you have every opportunity, and we will let you have every 
opportunity. 

Mr. Treron. Thank you, sir. 

Mr. Maerz. Just one further question, Mr. Tipton. You have 
indicated that ATA is opposed to having substantial passenger oper- 
ations conducted b. ‘nuhete but certificated carriers. 

Now, then, if the air-freight project should serve as an example, 
ATA also opposes the certification of any new carriers; so, on the 
one hand, it does seem to me you take the position that only scheduled 
carriers should conduct substantial operations and, on the other 
hand, you also take the position that no new carriers should be certifi- 
cated to operate as scheduled carriers. 

Now, where does that leave independents trying to break into the 
business ? 

Mr. Treron. Well, you are overstating our position considerably, 
Mr. Maletz. 

Mr. Maerz. Oh, possibly. 

Mr. Treron. I have explained our position in the Air Freight case, 
that the purpose of our opposition to that type of certificate was that 
it was a specialized one. 

I have explained also that based on our practice, demonstrated both 
before and after the Air Freight case, if those carriers had been asking 
for a certificate for the carriage of passengers ad freight or pas- 
sengers, mail, and freight, either one, we would not have been in the 
case. 

Mr. Maerz. I wonder, Mr. Tipton, if I may interpose at this 
point—excuse me for interrupting. Would you furnish to the com- 
mittee any memoranda prepared by anybody in ATA which indicated 
back in 1947 and 1948 what you are now testifying to before the 
committee ? 

Mr. Treron. I would be glad—we have already undertaken to fur- 
nish the briefs in the case. 

Mr. Matetz. Yes; thank you very much. 

_Mr. Treron. And I should go on to say, in response to your ques- 
tion, which is a very important one, that I believe that on the basis 
of Mr. Gewirtz’s testimony, we find that, starting in 1938, there were 
18 carriers certificated; there are now some 50-odd carriers. 

With the exception of the opposition to the freight carriers on the 
ground that I have described, those carriers, those new carriers, have 
all been certificated without any opposition from ourselves. 

As a matter of fact, the Air Transport Association is made up of 
originally—originally it was made up of 16 or 18 carriers in 1936. 

It now has 48 members. I think that is a standing refutation of 
the suggestion you just made. 
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Mr. Materz. I was not making the suggestion ; I was just taking the 
air freight situation as an example. 

You took the position, as I understood it, that all freight carriers 
should not operate on a nonscheduled basis, but rather should op- 
erate as scheduled carriers. 

Then when these nonscheduled cargo carriers applied for certificates 
of public convenience and necessity, ATA as an organization, repre- 
senting the entire scheduled industry, opposed their certification. 

Now, it would seem to me that by applying that rationale to the 
passenger field, it would not be possible, insofar as your organization 
is concerned, for any new carrier to get a certificate to operate a 
principal route. 

Mr. Treron. We are not opposing the certification of additional 
passenger carriers. 

Mr. Maerz. Do you know of any instance where any member of 
your association has recommended to the Board that a certificate be 
granted to a new carrier applying for a principal route? 

Mr. Trrron. I am not sure that I understand. Has any—read that 
to me again, would you? 

Mr. Marerz. Would you please read the question, Mr. Reporter? 

(The reporter read the pending question.) 

Mr. Treron. I know of. no such case, and I would be greatly sur- 
prised if it ever happened. 

The Civil Aeronautics Act provides for the issuance of certificates 
for new carriers and/or additonal routes for old carriers. 

Any time anybody applies for one of those certificates, he is pro- 
viding additional competition for somebody almost surely, in which 
event one of the privileges, as I pointed out, of an existing certificated 
carrier is to go in before the Board and urge that this certificate not 
be issued. 

Mr. Keratina. Well, have you ever heard of a certificated carrier 
trying to get a route for another certificated carrier? They fight 
like cats and dogs; that has been my experience. 

Mr. Tipton. No; they take advantage of that express privilege that 
Congress has given them to oppose the introduction of additional com- 
petition. Now that I would expect always to happen. 

Mr. Matetz. I was not suggesting for a moment that there was 
anything improper about a certificated carrier’s objecting to a new 
carrier being certificated for a major route. That was not the pur- 
pose of my question, at all. 

The question was this: It is correct, is it not, that in no instance 
since the passage of the act has a member of ATA ever taken a posi- 
tion before the Board that a new carrier should be certificated for 
a major route? 

Mr. Tieton. That was your previous question—— 

Mr. Matetz. Yes, sir. 

Mr. Treron. And I answered it, I think. 

Mr. Materz. Yes. 

Mr. Treron. There has not been, and there probably will not be. 

Mr. Maerz. Yes. 

The Cuatrman. I am going to ask counsel to put in the record a 
series of documents taken from your files in connection with air 
frieght, with your air freight project in the program of the public 
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relations advisory committee, which included, as I indicated, news 
releases to 4,000 dailies and weeklies, advertisements in papers and 
magazines, coordinating the work of the project chairmen, making 
personal contracts with newsmen, radio commentators, editors, writers 


of magazines. 
(The documents referred to are as follows :) 


ATA PUBLIC RELATIONS PROJECT 
Bulletin No. 7, May 24, 1948 
Arr FREIGHUT 


It is the decision of the Air Cargo, Inc., directors that a reactivation of the 
Public Relations Advisory Committee project on air freight be accomplished 
at once. 

The absence of progress reports from most project chairmen in the original pur- 
suit of this project has made it difficult to apprise the actual results. ‘The situa- 
tion regarding the air-freight case now makes it compulsory that results be 
obtained without fail and without delay. 

The month of June 1948 will be the crucial month. Activities of the project 
chairmen and their committees must be concentrated at that time as the effect 
or lack of effect of this project may be the deciding factor in this very important 


case. 

While it is being officially heard before the Civil Aeronautics Board, it is also 
being tried before the court of public opinion. The independent air-freight 
carriers have started a renewal of their propaganda campaign in the last month 
and we must see to it that their misstatements and misleading arguments are 
stopped, and that correct ones replace them. 

We will use the same geographical subdivision of responsibilities as was used 
in the original project last October. A copy of this is attached. 

The program will be a project of the entire ATA members public-relations 
organization. Basic material will be furnished from ATA's information depart- 
ment for use in the contact work by airline company public relations and publicity 
men. The members of PRAC and the field representatives will work closely with 
the directors of Air Cargo, Inc., and other airline officials which the latter will 
draw into our program. 


HOW TO DO IT 


I. Read carefully the attached responsibility sheet for the air-freight project 
and ascertain what project chairmen come under your jurisdiction; pick the 
best man for each job for which your line has responsibility and notify him of 
his appointment, sending him a copy of this sheet with full instructions to call 
a meeting of his group or contact them in any other way he wishes. Impress 
him with the necessity for speed and penetration in this case. 

II. After PRAC members have appointed their project chairmen and have 
instructed them how to proceed, ATA will send continuing basic material either 
to PRAC members who will then forward it to their project chairmen, or directly 
to = project chairmen, names of whom must be furnished to ATA as soon as 
possible, 

Ill. Project chairmen will either call a meeting of their groups of other air- 
line representatives in the area to which they are assigned, or coordinate the 
efforts of all by whatever other means they believe best. They will be charged 
with the distribution of the basic information to be used in the campaign and 
with seeing to it that the job is done in each area. 

The information should be given to as many repensentatives of as many public 
media as possible. This means calling on newsmen, columnists, radio commen- 
tators, editors, writers, magazine representatives, etc. The personal call is the 
only really effective method of getting this story across. 

We suggest that specific assignments be made in each area so that each air- 
line representative will know just who he is to call on and who every other 
representative is going to call on. Avoid duplication. We also caution against 
having too many airline people call on any one media representative. 

IV. Project chairmen will report their progress and needs to their respective 
soe and these requests and reports will be forwarded to ATA information 

epartment. 
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The sooner regional men begin passing along the scheduled airlines’ side of 
the air freight story, the quicker we will feel the effects of this program. 

ATA information department will furnish you with material that can be left 
with editors, reporters, civic officials, radio commentators, etc., but we feel that 
the important thing is to get the salient points of our story across so that future 
stories and editorials based upon newsworthy events will contain the full back- 
ground rather than only part of it. 

If you would like us to forward basic material to you in quantities sufficient 
to supply the project chairman under you, or all regional people in your areas, 
please let us know the number of copies you want. Otherwise, we will assume 
that you are taking the responsibility of mimeographing or duplicating material 


forwarded to you. 
JoHN W. THOMPSON. 


Memorandum to: Admiral Land 
Mr. Ramspeck 
Mr. Glass 


eer are recommendations regarding future work on the air-freight 
project: 

1. Top management of the airlines will have to direct public-relations depart- 
ments of the airlines to give aggressive, concentrated attention to this project. 
Instructions from ATA public relations and from the committee chairman are 
not enough. 

2. ATA public relations should simplify and try to reduce the bulk of material 
going out to project chairmen. A few well-aimed bullets are more effective than 
barrages of grapeshot. A “fact and fiction” pamphlet giving arguments of the 
independents and actual facts in side-by-side columns should be prepared and 
given wide circulation. 

8. There should be immediate and complete cooperation between ATA public 
relations and ATA governmental affairs, in Washington and in the field. Project 
chairmen of both committees should work closely together in their respective 
areas. 

4. A full-time ATA public-relations representative with a thorough knowledge 
of the Washington press field should be assigned to cover that field on a con- 
tinuing basis. His contacts should be such that he not only could forcefully 
present the airline side of the story but would be called by press representatives 
for a check of any arguments presented by the independents. The results would 
be elimination of many distorted columns and stories now getting out of Wash- 
ington or, at least, a proper presentation of both sides of the case. 

5. There should be a continuing and thorough coverage of hometown news- 
paper correspondents in Washington. Coverage of wire services and columnists 
is not enough. If the Portland “Oregonian” correspondent in Washington, for 
example, can be given the true airline picture as it affects his city, he is likely 
to cover that story in the regular columns he sends his paper. There can be no 
more important means of reaching large population areas and of gaining their 
support for the airlines. 

6. There should be immediate and aggressive answers from airline top man- 
agement to untruths printed in papers throughout the country. Personal calls, 
letters, and wires would be helpful. Enough protests will have their effect in 
eurbing unfair, distorted articles and may result in fair editorials. 

7. ATA public relations should play up facts about the job the airlines are 
doing—the frequency of flights between various cities, miles flown daily by all 
airlines, number of planes, number of passengers and tons of cargo in the air 
each minute, number of cities served, number of employees and stockholders, 
ete., ete. 

8. Member airlines of the ATA might consider use of a uniform emblem and 
slogan in their individual advertising—such as “One of the certificated airlines 
serving the Nation.” 

9. Resumption of ATA industry advertising may be out of the question—but 
such advertising, stressing the pioneering work, experience, and public-service 
aspects of the airlines, would be invaluable. 

10. Hard-hitting talks by airline heads before important groups—and with 
thorough publicity coverage of such talks—would do much to tell the airline 
side of the story. 

11. Press interviews with airline presidents making trips over their systems 
could be extremely helpful in getting over the airline story. 
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12. Adoption of uniform terms to describe the airlines and the independents 
would be helpful. At present, the airlines are variously described as “scheduled,” 
“certificated,” “regularly certificated scheduled,” etc., while the independents 
are given such labels as “nonscheduled,” “noncertificated,” “independents,” etc, 

13. Close cooperation of airline attorneys and airline public-relations depart- 
ments is desirable to the end that filings of briefs, oral arguments and other 
presentations in the air freight case and allied matters are accorded full pub- 
licity. Public-relations people should be taken into full confidence by attorneys 
regarding their plans and should be advised as to how they can help. 

R, M. RumMet, Chairman. 
JoHN W. THompson, ATA. 


ATA PUBLIC RELATIONS PROJECT 
ATR FREIGHT RESPONSIBILITY SHEET 


JUNE 16, 1948. 
The attached list shows the geographical subdivisions selected for ATA PRAC 
projects. It also lists the ATA member airlines operating in each area, and 
the airline designated to supply the project chairman on the air freight project 


i capitalized and italicized. 
Joun W. THOMPSON. 


Note.—The following revisions have been made; The States of Idaho, Utah, 
Montana, and Wyoming are to be handled by Western Airlines. The States of 
Kentucky, Tennessee, Louisiana, and Mississippi are to be handled by Delta 
Airlines. The State of Arkansas is to be handled by Braniff Airways. The 
States of Maine, New Hampshire, Vermont, Massachusetts, Connecticut, and 
Rhode Island are to be handled by United Air Lines. 


AIR FREIGHT 
CALIFORNIA 


American Southwest United 
Pan American TRANS-WORLD Western 
AIRLINE . 


OREGON, WASHINGTON 


Empire Pan American UNITED 
Inland Southwest Western 
Northwest 


IDAHO, UTAH, MONTANA, WYOMING, NEVADA 


Challenger Monarch United 
Empire Northwest WESTERN 
Inland Trans-World Airline 


COLORADO, NEW MEXICO, ARIZONA 


Challenger Braniff Trans-World Airline 
CONTINENTAL Inland United 
American Monarch Western 


TEXAS, OKLAHOMA 


American Delta Pan American 
BRANIFF Eastern Pioneer 

Chicago & Southern Mid-Continent Trans-World Airline 
Continental 


NEBRASKA, SOUTH DAKOTA, IOWA 


Braniff Mid-Continent UNITED 
Inland Northwest Western 
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MISSOURI, KANSAS 


Continental 
Eastern 


Branift 
American 
Chicago & Southern 
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Mid-Continent 
TRANS-WORLD 


AIRLINE 


NORTH DAKOTA, MINNESOTA, WISCONSIN 


Mid-Continent 
NORTHWEST 
United 


American 
Capital 
Inland 


ILLINOIS, INDIANA 


Delta 
Eastern 
Northwest 


American 

Braniff 

Capital 

Chicago & Southern 
MICHIGAN, OHIO 


Delta 
Eastern 
Northwest 
Piedmont 


AMERICAN 

All American 
Capital 

Chicago & Southern 


Western 
Wisconsin Central 


Trans-World Airline 
UNITED 
Wisconsin Central 


Trans-World Airline 
United 
Wisconsin Central 


KENTUCKY, TENNESSEE, LOUISIANA, MISSISSIPPI 


Chicago & Southern 
DELTA 

Eastern 
Mid-Continent 


American 

All American 
Braniff 
Capital 


National 

Pan American 
Piedmont 
Trans-World Airline 


MAINE, NEW HAMPSHIRE, VERMONT, MASSACHUSETTS, CONNECTICUT, RHODE ISLAND 


Kastern 
Northeast 
Pan American 


American 
American Overseas 
Colonial 


NEW YORK, NEW JERSEY 


Colonial 
Eastern 
National 
Northeast 


AMERICAN 
American Overseas 
All American 
Capital 

E. W. Wiggins 


Trans-World Airline 
UNITED 
E. W. Wiggins 


Northwest 

Pan American 
Trans-World Airline 
United 


PENNSYLVANIA, DELAWARE, WEST VIRGINIA 


Colonial 
Eastern 
National 


All American 
AMERICAN 
American Overseas 
Capital 


ARKANSAS 


American BRANIFF 


Mid-Continent 


Piedmont 
Trans-World Airline 
United 


Chicago & Southern 


DISTRICT OF COLUMBIA, MARYLAND 


Colonial 
Eastern 
Pan American 


American 
American Overseas 
Capital 


VIRGINIA, NORTH CAROLINA 


Delta 
National 


American 
Capital 


Trans-World Airline 

United 

(AIR TRANSPORT AS- 
SOCIATION) 


EASTERN 
Piedmont 
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SOUTH CAROLINA, FLORIDA 


Delta Florida Pan American 
EASTERN National 


GEORGIA, ALABAMA 


DELTA Capital National 
Eastern 
ALASKA 


ALASKA AIRWAYS Pan American Northwest 


HAWAII 
United PAN AMERICAN 


AIRFREIGHT PROJECT CHAIRMEN 


. Arkansas, BNF. 
. Alaska, Alaska Airlines. 
. Arizona, Continuental (Radcliff, AA; Inderrieden, TWA; World, TWA). 
. Alabama, Delta (L. M. Alexander; O. P. Willis). 
. California, TWA (Ken Fletcher, San Francisco; Jim Simmons, Los 
Angeles). ; 
7. Connecticut, UAL (W. C. Cavanaugh, Boston). 
6. Colorado, Continental ( Lennox ; Sudler ; Filler ; Slater). 
8. Delaware, AA (J. B. Marryat). 
9. D. of C., ATA (John Thompson). 
10. Florida, EAL (J. C. Ingle, Jacksonville; Fessler, Pensacola; T. P. Cald- 
well, Miami ; H. Wayne Bevis, Tampa). 
11. Georgia, DAL (Pate; Ellis; Smith; Berry ; Stanton ; Connelly). 
15. Indiana, UAL (R. C. Fernald, Chicago). 
14, Illinois, UAL (R. C. Fernald, Chicago). 
16. Iowa, DAL (C. M. Sharrar, Omaha). 
. Idaho, WAL (Charles Fisher, Pocatello, Idaho). 
. Kentucky, DAL (Clay Irby). 
. Kansas, TWA (Bob Helmer, Kansas City, Mo.). 
2. Hawaii, Panam (George Pottorff). 
. Louisiana, DAL (Gardner ; Luckett ; Godwin; Beard, Harmon). 
. Maryland, ATA (John W. Thompson). 
. Michigan, AA (Leo Boyle). 
. Mississippi, DAL (McDuffie ; Wells ; Thompson). 
. Maine, UAL (W. C. Cavanaugh, Boston). 
. Massachusetts, UAL (W. C. Cavanaugh, Boston). 
. Montana, WAL (Herb Hansen, Great Falls, Mont.). 
. Minnesota, NWA. 
. Missouri, TWA (Bob Helmer, Kansas City, Mo.). 
. New York, AA (Dave Nopper). 
. New Jersey, AA (Dave Nopper). 
32. New Mexico, Continental (O'Connor; Nilson; Pennington; McGovern; 
Atkinson ; Kleefus). 
34. North Carolina, EAL (L. J. Bishop, Charlotte). 
30. New Hampshire, UAL (W. C. Cavanaugh, Boston). 
29. Nevada, WAL (Vern Willis, Las Vegas). 
35. North Dakota, NWA. 
28. Nebraska, UAL (C. M. Sharrar, Omaha). 
36. Ohio, AA (Leo Boyle). 
37. Oklahoma, BNF. 
38. Oregon, UAL (Mary Blake, Seattle). 
39. Pennsylvania, AA (J. B. Marryat). 
40. Rhode Island, UAL (W.C. Cavanaugh, Boston). 
41. South Carolina, EAL (L. G. Schaefer, Charleston, S. C.). 
42. South Dakota, UAL (C. M. Sharrar, Omaha). 
44. Texas, BNF. 
43. Tennessee, DAL (Robinson; Conrod). 


77632—57—t. 1, vol. 331 
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45. Utah, WAL (Lois Lake, Salt Lake City, Utah). 
47. Virginia, BAL (Tom Sheehan, Richmond). 

48. Vermont, UAL (W. C. Cavanaugh, Boston). 
49. West Virginia, AA (J. B. Marryat). 

51. Wyoming, WAL (Vern Willis, Nevada). 

50. Wisconsin, NWA. 

48. Washington, UAL (Mary Blaike, Seattle) 


RESUME OF AIRFREIGHT PROJECT ACTIVITIES 


October 1947 

A. Public relations advisory committee meeting, October 14, 1947, Chicago, 
Ill. After discussion with Fred Glass, president of Air Cargo, Inc., it was decided 
to inaugurate a public-relations program to correct the misinformation and mis- 
guiding propaganda of the applicant operators, 

Material provided by ATA information: 

1. Bulletin No. 1, October 27, 1947: Outline of project and how airlines are to 
operate it. 

2. Digest of main arguments and airlines’ answers, October 10, 1947. 

3. Bulletin No. 2, October 27, 1947: List of geographical subdivisions, showing 
airline designated to supply project chairman for each area. 

4. Excerpts from talk by Fred Glass before AWA in New York, October 29. 

5. Arguinents of the Independent Airfreight Carriers and Answers from the 
Certificated Airlines. November 7, 1947. 

6. What the Certificated Airlines Have Done and Are Doing about Airfreight. 
November 7, 1947. 

7. Bulletin No. 3, November 7, 1947: List of material sent to project chairmen; 
asking for reports of activities thus far. 

8. Copy of E. S. Land letter to CAB Secretary dated November 17, 1947, com- 
menting on airfreight forwarded case. 

9. Release No. 91-47, November 20, 1947: ATA protests to CAB against pro- 
posed temporary exemption allowing freight forwarders to operate. 

10. Bulletin No. 4, November 18, 1947: Suggesting dissemination through PRAC 
project chairmen of ATA and airlines’ statements filed with CAB regarding grant- 
ing of exemptions to air-freight forwarders. (Copies of statements filed sent 
under separate cover. ) 

11. Bulletin No. 5, November 19, 1947: Asking for reports of what has been 
done with material sent out. 

12. Bulletin No. 6, December 12, 1947: Further instructions for getting ma- 
terial out ; recommended recheck of activities ; asked for reports, 

13. Memorandum, January 19, 1948, from Rummel to PRAC, asking for report 
of activities and distribution of material. 


May 26, 1948 

B. Air Cargo, Inc., board of directors meeting, May 26, 1948, in Chicago. Re- 
activation of airfreight project. 

Propositions adopted at meeting: 

1. Recommendation that top management get behind project and give it sup- 
port—lack of which has been one of its weaknesses. 

2. ATA to simplify and reduce bulk of material going out to project chair- 
men. 

8. Fact and Fiction pamphlet to give actual facts in side-by-side columns; 
should be prepared and given wide circulation. (In process.) 

4. Complete cooperation between PRAC and government affairs department 
in Washington and in field. Project has suffered from lack of coordination. 

5. Full-time public-relations representative with thorough knowledge should 
be assigned to cover field. To fully represent airlines and to be called by press 
in checking both sides of case. 

6. Continuing and thorough coverage of hometown newspaper correspondents 
in Washington. 

7. Immediate and aggressive answers from top management to untruths ap- 
pearing in columns around country. Letters both from airlines and from ATA. 

8. ATA public relations should play up facts about job the airlines are doing. 

9. Resumption of ATA advertising would be invaluable. Mr. Crary said that 
advertising committee could $10,000 for certain advertising—HKditor and Pub- 
lisher; American Press; Publishers’ Auxiliary; Printers Ink and Broadcasting. 
Through such ads we could present very strong story of the airlines to offset mis- 
apprehensions created. 
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10. Hardhitting talks by top management before groups. Top individuals to 
stress subject. 

11. Press interviews with airline presidents making tours over their systems. 

12. Adoption of standard terms to describe airlines and independents—it was 
agreed to refer to airlines as “established” and independents as “applicant oper- 
ators.” 

13. Greater cooperation between attorneys and public-relations departments 
so that allied matters could be given full publicity. More can be done in cover- 
ing briefs and statements filed by airlines and ATA in Washington. 

(a) Sales people to be tied into campaign—they represent strong talking 
force in field. 

Cc, Admiral Land letter to airline presidents, May 28, 1948, urging them to get 
behind project personally. 

D. May 31, 1948: John Thompson met with advertising agency in New York 
regarding ads to be used in project. 

E. Bulletin Number 1 ,(new series) May 31, 1948: Outlining proposals adapted 
at Chicago meeting. 

Bulletin Number 2 (new series) May 31, 1948: Outlining how to function on 
air-freight project. 

May 31, 1948: Responsibility Sheet showing geographical subdivisions and 
listing ATA members operating in such area and designating airline to supply 
project chairman for each area. 

F. June 4, 1948: meeting of Washington representatives of airlines in John 
Thompson’s office. Basic information explained and distributed and contact 
responsibilities given out. 

G. June 9, 1948: Memo to PRAC with acts of basic information (additional 
copies for area people sent under separate cover). 

Basie information : 

1. Airfreight and national defense. 

2. Economie effect of Applicant operator certification. 
3. Airfreight and monopoly competition. 

4. Airfreight and the Veterans’ Airlines. 

5. Airfreight and Subsidies. 

6. Airfreight and the Rate War. 

H. Public relations advisory committee meeting: June 14, 1948, Washington, 

D.C. 
1. Outline of what has been done on project. 
2. Coordination program with governmental affairs department in Wash- 
ington and field. 
I. Governmental affairs committee meeting: June 15, 1948, Washington, D. C. 
1. Program outlined for coordination with PRAC. 

J. Bulletin Number 3 (new series) June 16, 1948: Revised Responsibility 
Sheet: Governmental Affairs Coordinators List. 

K. Speech material sent out June 22, 1948 with PRAC memo. 

L. June 29, 1948: Memo of instructions for distribution of Fact and Fiction 
pamphlet. 

July 6, 1948: Fact and Fiction pamphlet mailed from Erwin-Wasey in New 
York together with special press release to 4,000 editors of smalltown daily 
and weekly newspapers. 

M. Memo to PRAC, July 1, 1948 with Area Responsibility Sheet giving State, 
airline responsible for State, and project chairmen assigned to State or area. 


ATA AIRFREIGHT Progect Report ror PErR1op From Juty 5 to Jury 20 
ACCOMPLISH MENTS 


A. ATA committees were set up and assignments allocated for western Massa- 
chusetts, Connecticut, and Boston. A Rhode Island chairman was appointed, 
but because of vacations actual work in that State was delayed. The three 
important Northern States, where applicant airlines flourish, have not been 
organized as yet but will be immediately. 

B. All Boston editors were visited and the Boston Post ran a 4- or 5-paragraph 
aor giving some reasons for the established airlines opposition to new appli- 
cants., 

C. The Boston Aeronautics Association, Boston Chamber of Commerce, and the 
Governor’s office were visited for the purpose of discussing the subject. 

D. The more important newspapers and radio stations in western Massachu- 
sadn bed visited and WSPR at Springfield devoted time to the subject. (Text 
enclosed, 
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E. Employes of several airlines were briefed on the facts of the case. 

Plans for next 2 weeks: 

1. Cavanaugh will visit with chairman in western Massachusetts, Connecticut, 
and Rhode Island to review accomplishments, plan furthering of the project, and 
make calls where necessary. 

2. Maine, New Hampshire, and Vermont will be organized with Northwest 
Airlines in charge. Cavanaugh will try to make calls in more important cities 
in these States because of the flourishing business done by charter lines in lob- 
ster and other produce. 

8. Plans will be made for covering Greater Boston radio stations. 

4. Plans will be made for covering New England’s United States legislators 
now at home on vacation from Washington. 


{Same letter sent to members of ATA advertising committee] 
JULY 22, 1948, 


Mr, Harorp Crary, 
United Air Lines, Inc., Chicago, Ill. 

Dear Harotp: The ATA has completed an advertising program aimed at cor- 
recting some of the misconceptions abroad on the subject of air cargo. 

The ads were run in Editor & Publisher, Publishers’ Auxiliary, and Broadcasting 
magazine. The first ad dealt with the Real Job Done on Air Freight, by Estab- 
lished Airlines, and the second was on the subject of the Veterans and the 
Airlines. 

Proofs of each ad were sent in bulk to the public relations director of each 
airline (the number based on previous requests) for distribution within his own 
organization and wherever else he thought it would prove beneficial. 

Proofs have been sent by ATA to certain aviation writers and Members of 
Congress. 

In addition, copies of the pamphlet Fact and Fiction Regarding the Nation's 
Airlines have been distributed to airlines, to Congressmen, editors, and pub 
lishers, and in person to others who might be interested. 

Four thousand copies of the pamphlet were mailed to editors of small daily 
and weekly papers with a special memo outlining the air-freight problem. 
Response to this mailing is beginning to show up excellently. A number of the 
editors have written in, asking what they can do to further our cause. 

Sincerely yours, 
JOHN W. THOMPSON, 
Vice President, Director of Information, 


JULY 22, 1948. 


Mr. Harorp Crary, 
Vice President, Traffic, United Air Lines, Inc., Chicago, Ill. 

Dear Haro_p: For some reason the agency only sent your company (I believe 
they were directed to Dick Rummel’s office) 100 copies of the proofs of the two 
ads run. They now have sent you the additional 200 requested. 

You will note in the other letter I sent you today what disposition has been 
made of the proofs to date. Farrell of Hrwin-Wasey told me that full shipment 
had been completed today. 

You heard, of course, that the CAB has agreed to listen to oral arguments 
pleading reopening of the air-freight case today. 

Best regards, 
JOHN W. THOMPSON, 
Vice President, Director of Information. 


Pustic RELATIONS ADVISORY COMMITTEE OF THE 
Artz TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., July 23, 1948. 
Mr. Joun THOMPSON, 
Air Transport Association, Washington, D. C. 

Deak JOHN: Enclosed herewith is another report on the activities of Mr. 
a Coren in Boston as to the progress he is making on the air-freight 
project. 

Sincerely, 
JOHN B. GoopMAN, 
Assistant to the Manager of Publicity. 
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Jury 19, 1948. 
Arm FREIGHT 


W. M. Cavanaucn, BOSPU: 

Regarding your above memo, this is to advise that we held a joint meeting of 
all the airlines here in Hartford on July 15. Those attending the meeting were 
Jack Briggs, DTM, American Airlines; John Houlton, AAL cargo representa- 
tion; Thomas Gilroy, DTM, Eastern Air Lines; Arthur Fairbanks, Jr., United 
Air Lines representation ; Alexander C. Northrop, United Air Lines station man- 
ager ; and Sterling W. Nelson, DTM, and chairman of meeting. 

We discussed the established airlines side of this controversial picture so that 
everyone was well briefed on what to say in making their calls. Calls have not 
been completed and were made at the following locations: 


Briggs and Houlton: 
Hartford Courant, George Stansfield. 
WDRC, Walter Haase. 
Williamantic Chapter, N. A. A. 


Gilroy and Fairbanks: 


The Hartford Times, Mr. Hemingway, Mr. A. Prince. 
WTIC, Paul Morencey, vice president. 
WTHT, Glover Delaney, manager. 


Northrup: Windsor Locks, Chamber of Commerce. 


Nelson : 
Hartford Chamber of Commerce, Florence Farrell, secretary. 
Connecticut Chapter, N. A. A. 
Connecticut State Development Commission, Sidney Edwards, director. 
City of Hartford, Charles Upham, traffic manager. AS 


THis WAs THE NEws AS Broapcast ON WSPR 


(Our listeners heard this story over WSPR on July 14, 1948. We thought you 
might like this copy.) 

Springfield business houses—which have expressed considerable interest in the 
current air freight case now before the Civil Aeronautics Board—today heard 
the established airlines let loose a healthy blast at what they termed the super- 
imposition of a duplicating air cargo system on top of the present established 
airlines’ structure. 

The Air Transport Association—with which the airlines servicing Springfield 
and western Massachusetts are connected—said that the applications, if granted, 
would only add troubles to the already serious financial ills of the airlines, and 
affect their ability to continue adequate service to Springfield and other large 
and small communities throughout the Nation. 

During 1946 and 1947, the established airlines collectively lost more than $27 
million. All except 6 of the 35 established airlines had net operating losses in 
1947. Further substantial losses were shown for most of the major airlines in 
the first quarter of this year, the Air Transport Association said. 

In briefs filed with the CAB in the important air-freight case, the airlines said 
their losses—as well as unused seats and cargo space—prove that there already 
is more than enough competition on the Nation's airways. They added that 
continued dilution of traffic is uneconomic and endangers the stability of the 
entire air transport system. 

Under the proposals before the Government agency, new air cargo lines would 
be authorized to serve many areas already covered by the existing airlines. It is 
assumed that one of these areas for which the additional service is proposed 
would be Springfield. But, say the established lines, such additional service 
might threaten the existing freight and passenger service which links this city, 
by air, with the rest of the country. 

EuGENE ©, Zack, WSPR News Editor. 
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JuLy 1, 1948. 
Memorandum to: Public Relations Advisory Committee. 
Subject: Project chairmen responsibilities. 


On the attached sheet you will find the designation of the airline responsible 
for air freight project activities in each Sate. That means that the airline oppo- 
site the State name is to appoint project chairmen to cover air freight project 
operations in that area. 

You will also note that only four airlines have conformed with our urgent and 
repeated request for the names of the project chairmen as they are appointed, 
We have listed those on the attached sheet which have been sent to us, 

Please use this sheet as a reminder for the appointment of your project chair- 
men. You can even fill in the names and headquarters address alongside the 
States for which you are responsible and return the sheet to me if that will save 
you trouble. 

This is important and urgent. 

JoHN W. THOMPSON. 
AREA RESPONSIBILITY SHEET 


ATA: District of Columbia, Maryland 

Alaska Airlines: Alaska 

American Airlines: Michigan, Ohio; New York, New Jersey; Pennsylvania, 
Delaware, West Virginia 

Braniff: Texas, Oklahoma; Arkansas 

Continental: Colorado, New Mexico, Arizona 

Delta : Georgia, Alabama; Kentucky, Tennessee, Louisiana, Mississippi 

Eastern: Virginia North Carolina; South Carolina, Florida 

Northwest : North Dakota, Minnesota, Wisconsin. 

Pan American: Hawaii 

TWA: California; Missouri, Kansas 

United: Oregon, Washington; Nebraska, South Dakota, Iowa; Illinois, Indiana; 
Maine, New Hampshire, Vermont, Massachusetts, Connecticut, Rhode Island 

Western: Idaho, Utah, Montana, Wyoming, Nevada. 


Alabama, DAL Missouri, TWA (Bab Helmer) 
Alaska, ASA Montana, WAI (Herb Hansen) 
Arizona, CAL Nebraska, UAL (Sharrar) 
Arkansas BNF Nevada, WAL (Willis) 
California, TWA (Fletcher; Simmons) New Hampshire, UAL (Cavanaugh) 
Colorado, CAL New Jersey, AA 
Connecticut, UAL (Cavanaugh) New Mexico, CAL 
Delaware, AA New York, AA 
D. of C., ATA (John Thompson) North Carolina, EAL (McDaniel) 
Florida, EAL (Ingle; Gibbs; Caldwell; North Dakota, NWA 

Bevis) Ohio, AA 
Georgia, DAL Oklahoma, BNF 
Hawaii, PAA (Pottorff) Oregon, UAL (Blake) 
Idaho, WAL (Fisher) Pennsylvania AA 
Illinos, UAL (Fernald) Rhode Island, UAL (Cavanaugh) 
Indiana, UAL (Fernald) South Carolina, EAL (Gilroy) 
Iowa, UAL (Sharrar) South Dakota UAL (Sharrar) 
Kansas, TWA (Helmer) Tennessee, DAL 
Kentucky, DAL Texas, BNF 
Louisiana, DAL Utah, WAL (Lake) 
Maine, UAL (Cavanaugh) Vermont, UAL (Cavanaugh) 
Massachusetts, UAL (Cavanaugh) Virginia, EAL (Sheehan) 
Maryland, ATA (Thompson) Washington, UAL (Blake) 
Michigan AA West Virginia, AA 
Minnesota, NWA Wisconsin, NWA 
Mississippi, DAL Wyoming, WAL (Willis) 


SEPTEMBER 3, 1948. 
Memorandum to: Public Relations Advisory Committee. 
Regarding: Air freight. 

The attached release is being used in several cities in connection with the 
opening of oral arguments, Monday, September 13, in the Air Freight case. It 
is sent to you for whatever use you may be able to make of it through your local 
outlets. 

JOHN W. 'THOMPSON. 
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[Advance for release, Sunday, September 12] 


WasHinaron.—The Civil Aeronautics Board which is charged with regulating 
the Nation’s air transportation system will decide shortly whether a cargo-only 
operation—duplicating existing major routes—shall be superimposed upon the 
present well-developed air transportation structure. 

The established airlines of the Nation are opposing the petitions of applicant 
freight operators which are seeking certification as common carriers between 
high-volume markets—already served by the established carriers—for air cargo 
service. Arguments in this Air Freight case will start before the Board Monday 
September 13. Six applicant carriers have been recommended by a CAB exam- 
iner for certification. 

Airline spokesmen point out that there already is competition and strenuous 
competition in the air transport industry and the addition of more would pre- 
vent recovery from the financial problems which the certificated airlines have 
been facing. The established carriers suffered a net operating loss of approxi- 
mately $6,700,000 during the last half of 1946, over $22 million in 1947 and more 
than $14 million during the first quarter of this year, a lot of money for a com- 
paratively small industry. 

The applicant freight operators seek to operate only between those large 
centers which generate the most traffic. The established airlines already serving 
those centers are required to service hundreds of others. The applicant freight 
operators are asking what has been termed a cream-skimming system of air 
cargo transportation. 

The Air Transport Association, representing the established airlines, contends 
that the issue in the case is whether “the additional competition proposed by 
the applicants is necessary to assure the sound development of the air transport 
system and properly adapt it to the commercial, postal, and defense needs of 
the country.” This development and adaptation is specifically provided for in 
the Civil Aeronautics Act of 1938. 

The scheduled airline fleet, totaling around 1,000 airplanes, is an important 
adjunct of national defense and the Nation’s airpower. These airplanes could 
be made available to the military within a matter of hours in the event of a 
national emergency, just as the airline fleet was utilized after Pearl Harbor. 
A current case in point is the Berlin airlift which beat the Russian blockade using 
aircraft originally designed and developed for the scheduled, certificated airlines. 

The established airline fleets, backed up by the highly experienced personnel 
and know-how of the airlines, constitutes a strong arm of national defense. The 
established operators contend that any further dilution of the Nation’s air traffic, 
already competed for by 35 certificated airlines, may well endanger the present 
air transportation structure and hamstring further development of civil aviation 
as a defense arm, and that further losses, aided and abetted by duplicating com- 
petition of the applicant freight operators will seriously affect their ability to 
maintain and continue development of their systems. 

Any contention that the certificated airlines comprise a monopoly is branded 
by the ATA as “sheerest nonsense,” and the association adds that “the problem 
which is concerning many students of air transportation and which the Board 
must answer before authorizing additional competition is whether there is not 
already too much competition in the industry.” 

The established airlines point out that the critical financial condition of the 
industry, the renewed emphasis upon military preparedness, and the prospect of 
a recession in general business activity in the not-too-distant future should 
dictate a most careful reexamination of the competitive situation in the industry, 
without regard to the issues in the Air Freight case. 

When the Civil Aeronautics Board is faced with the necessity of passing on 
proposals for wholesale duplication of routes and facilities such as are presented 
by the applicant freight operators, the airlines spokesmen contend that it must, 
as a first step, satisfy itself that competition has not been a contributing factor 
in reducing the air transport industry to its present precarious condition ; for, 
if existing competition has proved unhealthful, perpetuating the present existing 
competition and authorizing still more would only worsen the financial condi- 
tion of the airlines. 

The Civil Aeronautics Act states that competition is to be increased only “to 
the extent necessary to assure the sound development” of the air transport system. 
Whatever the diagnosis of the industry’s present condition, the remedy of 
additional competition must not be prescribed unless the Board is sure of a 
cure—and is sure that additional competition is necessary to effect a cure. 
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The American system of competition for common carriers by rail, motor, and 
air is one of regulated and limited competition. It was applied to the rajj. 
roads in 1920; to the motor carriers in 1935; and to the air carriers in 1938. 

The applicants in the Air Freight case, for example, could not have bought 
surplus trucks and entered the motor carrier field at all without prior permis. 
sion of the Interstate Commerce Commission. They entered the field of air 
transportation, however, without securing permission because they masqueraded 
under the guise of contract carriers or nonscheduled common carriers. Contract 
carriers are not regulated by the Civil Aeronautics Act. Nonscheduled common 
carriers were covered by an old exemption issued to apply to small fixed-base 
operators. These carriers, however, do not limit themselves to contract or non- 
scheduled operations. 

The established scheduled carriers have to abide by all provisions of the 
Civil Aeronautics Act, including safety and maintenance regulations. They 
have to fly where the Civil Aeronautics Board tells them to fly. There are more 
than 900 airports certificated for airline use, and the applicant freight oper. 
ators want to serve only about 80 of these points, the best ones, leaving the rest, 
many of which do not generate sufficient traffic to pay for operations, to the 
established lines. The scheduled lines serve all points designated by the Board— 
whether they produce revenue traffic or not— as a public service. 

The established lines already are providing regular service to more than 40 
of these points and will provide additional service as facilities and equipment 
become available. More than half of the 400 are communties of less than 
25,000, which means that the Nation has practically a rural-free-delivery for 
airmail; that almost every citizen has national and international trans ort at 
his command; and that the Nation’s shippers have direct air cargo service to 
400 cities and well integrated air-surface connections to an additional 2,000 com- 
munities. The applicants propose a whole new system, duplicating established 
routes and operations touching major centers and ignoring the others to which 
the scheduled airlines operate as a public service. 

The established airlines which carry passengers, mail, air express, air parcel 
post and freight, meanwhile, are constantly expanding their cargo service. Dur. 
ing the first 6 months of this year the established airlines flew 30,437,688 ton- 
miles of airfreight. This compares with 16,009,147 ton-miles during the first 
6 months of last year and 39,153,765 ton-miles for all of 1947. 

The Civil Aeronautics Act provides that the air transportation system is to 
be regulated, under law, in a manner which will foster sound economic condi- 
tions and that, in so doing, the Civil Aeronautics Board is to permit competition 
only to the extent necessary to assure sound development. The entire philosophy 
of the act is a control both of the nature and amount of competition. Excessive 
competition, under the philosophy of the act, is as much an evil as monopoly— 
and the act provides against both. 


[Release Monday, September 18, 1948] 


Oral arguments will start today before the Civil Aeronautics Board on a ques 
tion of vital importance to the air transport industry—whether a number of 
applicant all-cargo carriers shall be certificated to operate over major routes 4l- 
ready served by the established airlines which carry passengers, mail, express, 
parcel post, and freight. 

The Civil Aeronautics Act provides that the air transportation system is to 
be regulated in a manner which will foster sound economic conditions, and that 
in so doing the Board is to permit competition only to the extent necessary to 
assure sound development. 

The Air Transport Association, representing the established airlines, contends 
that the issue in the case is whether “the additional competition proposed by 
the applicants is necessary to assure the sound development of the air transport 
system and properly adapt it to the commercial, postal, and defense needs of the 
Nation.” The act specifically provides for such development and adaptation. 

Airline spokesmen point out there already is strenuous competition in the air 
transport industry and that the problem which is concerning many students of 
air transportation, and which the ATA says the Board must answer before al- 
thorizing additional competition, is whether there is not already too much 
competition in the industry. 

The applicant freight operators seek to operate only between those large 
centers which generate the most traffic, leaving the hundreds of others, many 
of which do not generate enough traffic to pay for operations, to the established 
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lines which must serve all points designated by the Board—whether they produce 
revenue or not—as a public service. 

The applicant freight carriers are presently operating under the exemption 
provisions of the Civil Aeronautics Act and now seek certification as scheduled 
common carriers. Six applicants have been recommended by a CAB examiner 
for certification. 

The established lines contend that the addition of more competition would 
prevent recovery from the financial situation with which most of the air trans- 
port industry has been faced. 


The Cuarrman. Now, there was also the preparation of articles 
and news releases for members to give to newspaper editors, and I 
would like to have that read for the record. 

Mr. Harxrns. One of the activities in the air freight project was for 
ATA to provide rebuttal statements with respect to critical articles 
that appeared in newspapers throughout the United States, I believe. 
Do you agree with that characterization ? 

Mr. Tieton. That is my recollection of the project, yes; that was 
done. 

Mr. Harkins, And this document, dated August 10, 1951, from 
Elmer P, Thompson, acting director of information, to Mr. Tompkins 
of American Airlines, transmits such an article, which was to rebut 
an editorial that appeared in the Detroiter, a weekly newspaper pub- 
lished in Detroit, and that concerned the need—the article was en- 
titled “Detroit Needs Nonscheduled Airlines,” and this was a rebuttal 
written by ATA for American Airlines to give to the editor of the 
Detroiter to rebut that article. 

(The documents referred to are as follows:) 


AveustT 10, 1951. 
Mr. Jack A, TOMPKINS, 
District Sales Manager, American Airlines, 
Detroit, Mich. 

Dear Mr. TomPpKINS: Mr. Redfern asked us to prepare an article for you on 
the picture of the scheduled airlines, which might be of value in offsetting the 
recent article published in the Detroiter. 

You will find this article enclosed herewith, and I hope it will do the job you 
want it to do. 

Sincerely, 
EtMer P. THOMPSON, 
Acting Director of Information. 


The 36 scheduled domestic airlines of the United States, under the Civil Aero- 
nautics Act of 1938 and in line with a transportation policy backed by Congress 
for 65 years, advocate a strong nationwide air transportation system designed 
to furnish service for the Nation as a whole on a fixed and dependable basis. 
They are required to give service to hundreds of points which return no profit. 
They are required to give priority to mail and to operate special schedules the 
Post Office may require. In the case of national emergency, they are expected 
to be able to furnish a large airlift as well as personnel for the expansion of 
the military air services. 

Ernst & Ernst concluded in its recent report to the Interstate and Foreign 
Commerce Committee of the Senate that of the 583 points served by the scheduled 
airlines, only 55 are profitable. However, the profits made from serving the 
latter points allow the scheduled airlines to sustain losses on segments serving 
smaller points, thus providing the Nation with a balanced air transport system. 

The so-called nonscheduled airlines, in a move to extend the province of their 
irregular operations as originally defined by the Civil Aeronautics Board, have 
for some time been striving to operate as scheduled airlines without assuming 
any of the obligations of the scheduled airlines. They maintain that this prac- 
tice should be condoned because they are able to offer the public a cutrate service. 
However, they fail to point out that they offer this service to a very limited 
number of cities and to a very limited part of the public—and only in areas 
where traffic is heavy, hauls are long, and profits are high. In thus undercutting 
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a rate structure designed to meet the cost of the Nation’s air transport system 
as a whole, the nonscheduled airlines threaten to jeopardize the very public they 
claim to be serving. 

The nonscheduled airlines are not required to meet a number of the most 
burdensome (from a cost point of view) safety regulations which are imposed 
upon the scheduled airlines. The latter have assisted Government and industry 
in developing improved navigational aids and air traffic control procedures, as 
well as such things as new airplanes, airborne equipment, and better airports, 
For example, the scheduled airlines, through the agency of the Air Transport 
Association, have four experts working on air navigation and traffic control 
alone. The resultant improvements redound to the benefit not only of the 
scheduled airlines, but of all users of the airspace, including the nonskeds. 

This means that the nonskeds have been able to bring the service of which they 
boast to about one-seventeenth of the cities served by the scheduled airlines by 
riding on the coattails of the scheduled airlines industry. Were the obligations 
of the scheduled and nonscheduled air carriers identical (and they should be 
insofar as the nonskeds persist in operating as scheduled airlines), it is doubtful 
that more than 2 or 8 of the large irregular carriers could remain in business, 
The cost of route surveys, independent radio communications, and other economi- 
cally burdensome regulations would put a serious crimp in the finances of most of 
them, 

Because the nonskeds have no obligation to the traveling and shipping public 
on a scheduled basis, they may operate wherever the traffic is most lucrative, 
while the scheduled airlines, as stated above, are committed to provide a reliable 
public service on a nationwide basis. Still, the latter have shown their capability 
to divert a substantial number of their aircraft to distant emergencies without 
running out on their obligations to the public. During World War II, we all 
know how the scheduled airlines, serving the Armed Forces, flew gasoline, plane 
parts, jeeps, and other supplies over the treacherous Hump of the Himalayas, 
thereby keeping the isolated Chinese and our own forces in action against the 
enemy. We all know the splendid contribution made by the scheduled airlines 
to the Berlin airlift. More recently, it may not be so generally known that of 
the airlift to Korea provided by the commercial airlines during 1950, approxi- 
mately 60 percent was flown by the scheduled airlines, despite their commitments 
at home. Moreover, current mobilization plans take for granted that a large 
part of the four-engine fleet of the scheduled airlines will be immediately avail- 
able to the military in case of emergency. 

Thus it becomes obvious that the scheduled airlines, by implementing the 
regulations incorporated in the Civil Aeronautics Act of 1938, have been the 
pioneers of commercial air transportation as a whole. It is the scheduled air- 
lines who, in developing safety, regularity, and reliability in their nationwide 
mail and passenger service, and in providing the Nation with a vital defensive 
arm in case of emergency, have made the public air conscious. 


Avevust 3, 1951. 
Mr. M, F.. Reprern, 
Air Traffic Conference of America, 
Washington, D. C. 

Dear Rep: The attached article entitled “Detroit Needs Nonscheduled Airlines” 
was taken from the July 30 edition of the Detroiter which is published by the 
Detroit Board of Commerce. 

We have discussed the article with those concerned and find that it was put 
out by a staff member without any serious thought and that it is in no way an 
official endorsement of the nonscheduled airlines by the Detroit Board of Com- 
merce, despite the fact that it appears to be. Under the circumstances, the 
board is anxious to do anything it can to rectify the situation. 

The district managers of all commercial airlines serving Detroit agreed at a 
luncheon today that as chairman of the air advisory committee for the board of 
commerce, I should write and ask that you furnish us with an article to be pub- 
lished in the Detroiter immediately that will offset any damage that the non- 
sked article may have caused. 

The Detroiter is published weekly so we will appreciate anything you can dv 
to expedite this article so that we can take steps immediately to offset this un- 
fortunate incident. 

Sincerely yours, 
Jack A, ToMPKINS, 
District Sales Manager. 
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[From the Detroiter, July 30, 1951] 
Detroit NEEDS NONSCHEDULED AIRLINES 


Nonscheduled airlines in this country are apt to find themselves out of business 
in just a matter of time, if the Civil Aeronautics Board has its way. 

Most people are familiar with the scheduled airlines, as they have been the 
big-name lines, heard of down through the years. They operate between fixed 
termini on fixed schedules carrying passengers and baggage, mail, express, and 
freight. Already one observes a certain amount of inflexibility from the opera- 
tion standpoint. These airlines operate in interstate commerce by authority of 
permanent certificates of public convenience and necessity issued by the CAB, 
which is the governmental agency effecting control. 

Many people are already familiar with the so-called nonscheduled airlines. 
These airlines do not operate generally between fixed termini on fixed schedules, 
nor do they have Government mail contracts (with the accompanying mail pay 
subsidies) or contract with the Air Express Division of Railway Express. They 
operate in interstate commerce by virtue of letters of registration which are 
issued by the CAB and which are of a temporary nature. Some “nonskeds,” of 
which there are approximately 50, carry only freight, others carry passengers, 
while still others carry either or both, whichever comes along. This article, 
because of space limitations, will be concerned only with the airfreight. 

Since about 1946, nonscheduled carriers of freight have been engaged in daily 
operations in and out of Detroit, carrying automobile parts, chemicals, dresses, 
and many other items serving our public behind the scenes in a manner which 
previously had never been done. They also operate between points in other 
parts of the country, but in Detroit’s interests. Due to their great flexibility, 
these nonskeds are able to fly between any points in the United States as directed 
by Detroit industry. They have been able to extend these flexible services at 
reasonable rates without the advantages of airmail subsidies, and have been 
able to make money and buy new equipment. 

In spite of the great service performed in the past and past Government incen- 
tives, these nonscheduled carriers are on the verge of death. The CAB on March 
2, 1951, adopted a regulation that would have restricted the nonscheduled air- 
lines to 3 round trip flights a month over major traffic segments and 8 round trip 
flights a month between all other points. In addition the CAB had declared 
many times in the past that it would revoke the letter of registration of any 
“nonsked” that performs route-type operations—now definitely defined as more 
than three trips a month. One such nonscheduled line serves a half dozen Detroit 
concerns by flying more than twice the monthly minimum in a single week, and 
the patrons seem very satisfied with the service. 

A stay in execution has been granted for the above-mentioned regulation, 
which was to become effective this month, has been enjoined by an injunction 
just granted in a United States district court. This, however, is not the answer, 
for the decision may be reversed by a higher court and, what is even more impor- 
tant, each carrier must apply to the CAB for individual exemptions. Only 
applications by carriers which had flown fewer than the 3 and 8 flights a month 
have been approved. 

It seems reasonable to conclude that the ‘“‘nonskeds” serving Detroit industries 
have successfully filled an economic void, for service has been given to satisfied 
customers for 5 years at reasonable rates. The service has been self-supporting, 
for the carriers are not eligible for subsidization, and many have made sufficient 
money to profit and expand. To force such uneconomic operation upon these 
carriers would cause the service to disappear, the economic void to reappear, and 
Detroit’s shippers and consignees to readjust their business practices. Certainly 
the situation as it is today is a matter of great concern not only to people in 
Detroit but also to those in other commercial and industrial centers. 


(Suggested editorial (regulated competition) ] 
Wuat’s Goop FoR THE GOOSE 


Back in 1988 Congress, working together with the then young and struggling 
scheduled air transport industry, passed one of the most farsighted pieces of 
economie and social legislation ever written—the Civil Aeronautics Act. This 
new law helped take the airlines out of chaos and confusion, gave them purpose 
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and regulation which through the years has enabled scheduled air transport 
to change the concept of transportation at home and abroad. It is a prime 
reason why today Americans enjoy the ccnvenience of a safe, fast, dependable 
air transportation system serving big cities as well as small towns and providing 
an air postal service second to none while maintaining a civil reserve air fleet 
for any national emergency. 

Today scheduled air transport in this country is one of the most highly com. 
petitive businesses in America. It is also one of the most—if not the most— 
closely regulated industries under a free enterprise system. Yet, in the brief 
span of less than 2 decades—since the passage of the Civil Aeronautics Act— 
the scheduled airlines of the United States have grown to the extent that today 
they provide more than 65 percent of the free world’s air commerce. Not since 
the days of the fast Yankee Clipper sailing ships and the advent of steam- 
driven ocean liners has any mode of travel created such an impact on our Na- 
tion’s international policies and world position, socially, economically, and po- 
litically. Likewise, never before has an industry been so closely geared to the 
national defense because of the peculiar role of its prime mover—the airplane 
itself—which the world now accepts as the dominant force of security whether 
it be defensive or offensive in nature. Hence, the importance and significance 
of our present scheduled air transport industry is far more than statistics that 
show millions of passengers flown, tons and tons of cargo airlifted, vr numbers 
and fleets of personnel and planes that make up the scheduled air transport 
industry. Today’s air transport system—as we know it and use it—is the balance 
of power in the air age. 

Scheduled Air Transport is what it is today because its newness and potential 
were harnessed to pull its load as much as possible under its own power (private 
ownership and operation) with spelled-out missions to perform for the general 
public welfare. The Civil Aeronautics Act, for example, clearly says that the 
industry must serve the commerce, the postal system, and the national defense 
of the United States. 

There is not now, and there never was in the beginning, any question that the 
environment in which the airlines operate—the ocean of air around us—dic- 
tated certain regulatory measures for safety, service, and security. The truth 
is the airlines themselves wanted regulation of some kind as much as the Goy- 
ernment itself saw the need for such regulation. The growth of the airlines 
under this regulation is proof enough of the farsightedness of the Civil Aero- 
nauties Act. 

But today this act is in grave danger of losing its basic intent and purpose— 
and this means the industry which it helped to create and build is also in danger. 
The threat is that today certain interests are trying to change the very founda- 
tional purposes of the Civil Aeronautics Act to satisfy a few in the face of sacri- 
fice for the many. And these interests are attempting such sabotage under the 
guise or pretense of unfair practices toward right of entry into the air-transpor- 
tation field for small business, in this case smaller, independent airline opera- 
tors. How they are trying to change the basic law to fit their own desires is 
the key to a present conflict of interest that Congress and the general public 
should watch with keen and sharp scrutiny. For what it amounts to is a new 
danger of wide-open, cutthroat, do-or-die competition that would put the entire 
air-transport industry right back in the same chaos and confusion that it suffered 
in 1988. Something nobody wants to go through again, but something which 
=e peony newcomers into the field have either forgotten or never even heard 
about. 

Crux of the growing danger is that some operators seek to enter the field of 
regular scheduled air transportation between money-making points without 
accepting the responsibility of meeting certain requirements of public necessity, 
public convenience, and safety regulations which originally Congress established 
as the “rules of the game.” It means that newcomers, who did not “buy the land 
and plow the field,” are now seeking to reap the harvest. 

In fairness, it must be pointed out that these newcomers are able to enter the 
field at all because of equipment and techniques developed by the pioneers. But 
they want to use this equipment under new rules in their own ballpark on their 
own terms—without respect or consideration for the fundamental legislation that 
built today’s air transport industry in the first place. Therein lies the danger 
that must be closely watched before we make drastic changes in a law that has 
already proven itself—a law which also has the flexibility that has been used 
many times to adjust to changes of the times. 
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Simply put, it’s an old story—“What’s good for the goose is good for the 
ander.” Nobody wants to stop progress—nor can they—but there’s not much 


sense in getting off the niain track. 
The Cuarmman. Was that a canned editorial ? 


Mr. Harxins. No. 
There are additional documents that will be introduced for canned 
ditorials. 
; These canned editorials were prepared by ATA’s staff, and circulated 
to the project chairmen for distribution ; is that correct # 
Mr. Tieron. That is my recollection. 
(The documents referred to are as follows :) 


Prac MEMO 
SEPTEMBER 1, 1955. 
SAMPLE EDITORIALS 


The attached are in response to queries received for sample editorials. 
One deals with vanishing airline subsidy. One deals with the stake of the 
average community in the system of regulated air competition. 
WILLIS PLAYER, 
Vice President, Public Relations. 


Less FEDERAL MONEY FoR AIRLINES 


The criticism is frequently heard that once Uncle Sam loosens his purse strings, 
he can never tighten them up again. 

Well, we have at least one exception to that rule—the scheduled airlines of 
the United States. 

Today, subsidy to the airlines, or more accurately, the public-service revenues 
received for performing a necessary and vital public service, is steadily decreas- 
ing. In 1951, public-service revenues represented more than 74% percent of twtal 
airline revenues. It is estimated that the end of 1955 will see such payments 
reduced to about 4 percent. 

The accepted measure of how much service the airlines are offering the public 
is the available number of ton-miles—a ton-mile being just what it sounds like, 
1 ton carried 1 mile. In 1951, the airlines received public-service revenues of 
$75,800,000 and offered, whether of passengers or cargo, 2,750,000,000 available 
ton-miles. In 1955, public-service revenues will amount to $66,150,000 aud the 
airlines will offer 5,750,000,000 available ton-miles—more than a 100 percent 
increase in just 4 years. 

This steady march toward airline self-sufficiency has been made possible 
because of the Government's enlightened application of the subsidy principle. It 
is the same principle that governed the development of the railroads, enabling 
that industry ultimately to achieve self-sufficiency. 


Arr PRoFITEERS Must Go 


The Civil Aeronautics Board is to be congratulated for its sound and coura- 
geous decision to terminate the illegal operations of the four irregular air 
carriers comprising the combine knuwn as North American Airlines. 

The Board's decision was courageous because, in the face of considerable 
pressure from both parties, it enforced the law against the law violators. The 
action was sound because it upheld the system of regulation and balanced com- 
Petition which makes possible air service to this city and to the Nation. 

The scheduled airlines are able to give trunkline service to small or inter- 
Mediate cities because of the revenues they receive from serving the Nation’s 
larger cities. If all airlines followed the North American combine’s principle 
of restricting service to only a few of the largest cities in the United States, 
Service to the smaller cities would have to be reduced and in some instances 
abandoned. 

_The 59 scheduled airlines have succeeded in putting small as well as large 
cities on the United States and world air map because of their adherence to 
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the intent of the Civil Aeronautics Act. That act required the airlines to 
develop an air-transport system for the Nation as a whole—for small as wel] 
as large communities. The North American combine recognizes in the act no 
such obligation—no obilgation to serve this community or other smaller com. 
munities. That combine recognizes no obligation beyond pocketing for its own 
purposes the revenues derived from a few lucrative population centers. 

The Civil Aeronautics Board’s move to outlaw the North American combine 
is in the public interest. It means that the Board intends to see to it that the 
public as a whole continues to enjoy the benefits of air service. It means, 
also, that the Board intends to preserve the system under which air transport 


continues to grow. 
But it should be remembered that in enforcing the law now, the Board is 


only correcting its own past mistake—when it permitted certain companies— 
including the North American combine—to be exempt from the requirements 
of the law governing the operation of air routes. It is hoped that the Board 
will not repeat that error. 

The point is important since even now there are other irregular air carriers 
seeking to obtain mass exemption from the requirements of the law which 
govern the operation of the scheduled airlines. There is, of course, a place for 
irregular as well as scheduled airlines. But we hope that the Board will 
make certain that air profiteers will not be permitted to undermine the balanced 
competitive air-transport system which brings air service to this city, as well as 
to New York and Chicago. 

The CuHatrman. Now, in a letter dated May 28, 1948, from the 
President of ATA to the heads of the certificated carriers—I believe 
it was then Mr. Land, Admiral Land, he stated : 

It is the decision of those best informed on the airfreight situation in ATA, Air 
Cargo, Inc., and in the airlines that a strenuous aggressive campaign be under- 
taken immediately to counteract the recent propaganda spread by the applicant 
(independent) air carriers and to bolster the arguments of the (established) 
airlines in connection with the airfreight case. 

After describing the public relations advisory committee’s airfreight 
project, Mr. Land then stated in that letter : 

Finally the most important part of this letter is that you personally contact 
one or more keymen— 


this is to the heads of all the certificated carriers— 


who, directly or indirectly, have this matter under consideration. The addresses 
of these keymen are Capitol Hill and Commerce Building. Nuff Ced. 

Does this indicate that the ATA was organizing an extensive lobby- 
ing effort on Capitol Hill and the Commerce Building, that is where 
the CAB has its offices, to influence a decision of the CAB in the air- 
freight case ? 

Mr. Tieton. I think that my previous answer describing the general 
characteristics of this public-relations campaign that was going on, 
answers that one. 

There were charges and countercharges and arguments and counter- 
arguments between these two types of carriers going on during that 


period very violently. 
There were speeches on the floor of the House and on the floor of the 


Senate. A great deal of discussion about it was had. 
The recommendation in that letter, I take it, is that if you want 


your side to be heard, go get it heard. 
The Cuamman. And you wanted your side heard on Capitol Hill 


and in the Commerce Building? 

Mr. Tieton. About the Commerce Building, I do not know what 
was intended there. But I am reasonably clear on what was in- 
tended as far as Capitol Hill was concerned. 
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The CuatrMan. Well, the CAB is in the Commerce Building; is 


it not ? 
: Mr. Tieton. Of course, the Department of Commerce is there, too. 

The Cuarrman. Now, was not this, for want of a better term, this 
lobbying activity, an important part of the public-relations campaign 
inthis airfreight project ? 

Mr. Treron. It was an important part of the discussion of this 
whole problem. 

It was an important part of the discussion on the floor of the House 
and on the floor of the Senate, and in the Committees of the Congress, 
as to whether these two groups of carriers were doing a good job or 


whether they were not. ' 
(The document referred to is as follows :) 
May 28, 1948. 
Mr. WARREN LEE PIERSON, 
Chairman of the Board, Trans-World Airlines, Inc.. 
New York, N.Y. 

Dear Mr. Prerson: It is the decision of those best informed on the airfreight 
situation in ATA, Air Cargo, Inc., and in the airlines that a strenuous aggressive 
campaign be undertaken immediately to counteract the recent propaganda spread 
by the applicant (independent) air carriers, and to bolster the arguments of the 
established (certificated) airlines in connection with the airfreight case. 

Time is of the essence and the effectiveness of our campaign will depend largely 
on the emphasis placed on the implementation of it by you and your staff. 

At a special meeting of ATA management, Air Cargo, Inc., directors, and other 
airline officials on May 26, it was decided to call upon the presidents of the 
airlines for the following directives to their staffs and to themselves: 

1. Instruct your public-relations directors and publicity directors to cooperate 
fully, completely, and immediately with the ATA public-relations project formu- 
lated through the publie relations advisory committee. Complete instructions 
and working data for this project will be sent to your public-relations repre- 
sentatives within the next few days. It is highly pertinent to the success of 
the program that you give your public-relations people the directive that this 
program is of class A priority. 

2. Instruct your governmental affairs personnel and public-relations personnel 
to coordinate efforts on the airfreight project as it is outlined in the project 
material to be forwarded to your public-relations director. The project has 
been laid out geographically so that coordination of these two groups is 
facilitated. 

5. Direct your staff to inform you of instances where misleading or untrue 
information is published on the subject of airfreight. The only really effective 
answers to these publications will be those signed by you. 

4. Issue instructions for close coordination between your attorneys and your 
public-relations officials on this subject so that filing briefs or arguments can be 
properly utilized. Much excellent material prepared by the legal departments 
has not been properly publicized because of a lack of this coordination. 

5. Please give airfreight material top billing in your speeches to the public 
and your contacts with the press. ATA management and Air Cargo, Ine. officials 
will aid in this by attempting to arrange opportunities for the issuance of the 
airlines’ side of this case before various organizations and the press. It is of 
vital importance that you make yourself available when called on to do this job. 

Finally, the most important part of this letter is that you personally contact 
one or more keymen who, directly or indirectly, have this matter under con- 
een? The addresses of these key men are Capitol Hill and Commerce 

snilding. 

Nufced. 

Sincerely yours, 
E. S. Lanp, President. 


The Cuamman. As part of the public-relations program campaign, 


I would say more or less to discredit the nonskeds, the certificated 
carriers, through ATA, have emphasized the disparity in the safety 
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regulations 58 agence to nonskeds as contrasted to the safety regu- 
lations applicable to scheduled airlines. 

Isn’t that so? There are two documents here I would like to have 
excerpts read from. 

Mr. Harxrns. This is a document dated: February 11, 1949, which 
is addressed to the Public Relations Advisory Committee signed by 
John W. Thompson of ATA: 

In this document it is pointing up the differences between the regu- 
lations applicable and the operations of the nonscheduled carriers with 
the scheduled airlines, and it contains this paragraph: 

If the Civil Aeronautics Act is fundamentally good, it should apply all the 
way to all common carriers and not just part way to some. There should be 
similar or like regulations, both as to safety and economics, for anyone who 
carries passengers or property commercially. 

And there is another one circulated to the Hearst newspapers which 
was for background use only. This is signed by Stuart G, Tipton 
and John W. Thompson, and is dated October 27, 1948. It contains 
this paragraph: 

The certificated airlines believe that the rule of thumb should be: Identical 
regulations, safety, and economic for all carriers, whether certified or non- 
certified. 

The CAB has not enclosed the same regulations on all, The air carriers 
of the United States operate on two sets of regulations, both as to safety 
and as to economics. 

Now, your previous testimony on this safety question has indicated 
that the operations, communications facilities, and route knowledge 
is the area of difference; and in the maintenance of the individual 
aircraft there is no difference in the regulations; is that correct ? 

Mr. Tireron. No; that is not—I tried to make it clear as to the 
development of the safety regulations as they have applied to non- 
scheduled airlines. 

Back in the dates that you are talking about then they were not 
in any respect equal. 

Then, General Arnold—you quoted a letter from General Arnold, 
dated in 1950, in which he said the maintenance requirements were now 
equal, so that you had a gradual—during the period from 1946 to, 
well, the present time—a gradual increase in safety regulation of the 
nonscheduled carriers. 

So that actually, if I may go back to the chairman’s question, the 
question which preceded the reference to these documents, I believe 
he stated that was calculated to disparage the nonscheduled carriers. 
The major emphasis, and the major importance—— 

The Ca siantate, I meant to emphasize the disparity. 

Mr. Treron. Oh, to emphasize the disparity, that makes a little 
difference, but I still would like to make a comment. 

The importance of this difference in safety regulations, as I have 
pr actually has its impact on economics rather than upon 
safety. 

It , surely possible for a carrier to operate with a good safety record 
if he has no safety regulations at all. 

The important thing is that the imposition, the inequality of im- 
posing strict oe regulations on one branch of the industry, and 
not imposing similarly strict regulation upon the other is that you 
boost the costs and boost the operating difficulties of one branch, and 
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you do not the other, and I gave as my outstanding example the use 
of the C46 which was an airplane that was available in large numbers 
to one group and was not available at all to the other. 

Now, there was some considerable difficulty in operating the C—46, 
but a major impact was one of competitive inequality. 

(The documents referred to are as follows :) 


Fesrvary 11, 1949. 
Memorandum to: Public Relations Advisory Committee, 
Regarding: Activities of Nonscheduled carriers. 


As you may know, the nonscheduled air carriers have revitalized their activity 
in Washington with an aim to convincing Congress that they are small businesses, 
suffering at the expense of big business (scheduled airlines). They are active 
on the Hill and have been contacting many Congressmen with their story. 

ATA officials believe that we need to renew our efforts to keep Congress and 
the public informed of the facts in this case. 

The philosophy of the Civil Aeronautics Act is based on the well-reasoned 
assumption that the type of air transport industry envisioned by and provided 
for in the act only can be maintained if there is limited competition. 

Service to the more than 400 points encompassed by the scheduled airline 
network would not be possible if every one of those points had to pay its own 
way. Revenue derived from key centers pays the losses at the smaller, less 
productive towns and cities. (There are some 30,000 post offices which operate 
at a loss in the country). Yet this system makes universal service possible. 
Dissipate that system and you wreck the whole pattern. 

The nonskeds do not want the responsibility of universal service—they insist 
on the privilege of serving only those centers which offer enough revenue to 
make it economical and profitable for them to operate. 

In other words, they want to skim the cream and let the milk go sour. 

Other forms of common carrier transportation have met this problem in 
precisely the manner and with the methods provided for in the CAA act. 

No one can go out and start into the railroad business by buying a second- 
hand locomotive and a few cars. No one can start into the bus business by buying 
a second-hand bus and hiring a driver. 

If the Civil Aeronautics Act is fundamentally good, it should apply all the 
way to all common carriers and not just part way to some. There should be 
stmilar or like regulations, both as to safety and economics, for anyone who 
carries passengers or property commercially. 

We believe that each airline should make an effort to get this message di- 
rectly to all cities especially those which would be most affected by the loss 
of the service-for-all system which now prevails under the law. In other words, 
those cities where revenues are not enough to support the service but which 
are given full service because revenues from other sources make it possible. 

Press and radio representatives in each of those cities should be contacted, 
legislators should be seen and city officials should have the matter explained 
te them so that they can pass along their judgment to Congress. 

Some of your airline’s own advertising might be devoted to this subject in 
these particular cities or in general publications which would reach these cities, 
It would not be necessary to embarrass the city itself, but merely point out that 
there are a number of cities which do receive service under the present system 
which could not receive it on a pay-as-you-go basis. 

Remember that the Civil Aeronautics Act is not without precedent—there was 
the Interstate Commerce Act of 1920 and the Motor Carrier Act of 1935, both 
of which did for their industries what the CAA Act does for the scheduled air- 
lines. 

The recent nonsched accident in which a number of Yale boys were killed was 
served to highlight the safety aspect of the case and there has been considerable 
press comment on the subject which in the main called for stronger regulation 
of the nonskeds in the matter of safety. 

I believe that you will have ample material to work with from Mr. Rameneck’s 
Memorandum No. 11 (January 27, 1949) on the subject of Regulation of Con- 
tract Carriers, but if you do not have what you need please let us know and we 
will forward it. 

This project should get under way at once. 
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In Washington we are bending every effort to see to it that Congress is tho- 
roughly informed on this subject, to offset the propaganda of the nonskeds. 
It would help greatly if airline representatives would make a point of seeing 
that Members of Congress in their areas are given this story. 

JOHN W. THOMPSON. 


Back in 1938, Congress was having lots of trouble with air transportation. 
Many of the companies were going busted, safety record was bad, and economics 
of the business was worse. 

The Congress decided to do something about it and the result was the Civil 
Aeronautics Act. The act placed restrictions and regulations on the common 
carriage of air passengers, leaving but one small loophole. This last was placed 
in the act for specific use in deserving cases, such as allowing the Alaskan air 
carriers to continue operations. 

But the Civil Aeronautics Board has abused this loophole, in fact has just 
about abdicated its power to regulate any but the certified airlines. It has, as 
a result, allowed over 2,000 noncertificated carriers to operate without securing 
individual approval of their operations, and some 16 big cargo carriers in the same 
category. This obviously threatens the soundness of the act that had been built 
up since 1938. 

The certificated airlines (list attached), believe that the rule of thumb should 
be: Identical regulations, safety and economic, for all carriers, whether certified 
or noncertified. 

The CAB has not imposed the same regulations on all. The air carriers of 
the United States operate on two sets of regulations, both as to safety and as to 
economies. 

When Congress set up the act, in 1938, it stated that a sound system of air 
transport was necessary for the United States, and that Congress was willing 
to impose payment from the public where necessary, to build and develop this 
system. The act asks the CAB to allow sufficient competition to maintain free 
enterprise and avoid monopoly, but to avoid any but regulated competition, since 
the whole air transport system is a regulated industry. 

The Board has since allowed in the 2,000 noncertified carriers, and the 16 big 
cargo carriers, without compliance with regulations applied to certified carriers. 
By taking the money out of the tills of the certificated airlines, the Board, by 
allowing the noncertified carriers into the field on an inequitable basis, is pro- 
longing the period in which the taxpayer must help support the growing airline 

ndustry. 

Not only has the Board allowed these noncertified carriers into the field with- 
out the necessity of compliance with the safety and economic regulations to 
which the certificated lines are held, but it has continued to force the certified 
lines to comply with these regulations. 

It is easy to see how safety regulations, calling for more rigid requirements 
in flight, on equipment and in ground traffic control, become highly expensive 
economic factors in the airline business and cause further inequities between 
certified and noncertified lines. 

An example of the type of bungling caused by the CAB’s handling of the regula- 
tory aspects of airline operations is shown in the recent case where several cer- 
tified lines asked for permission to lower some of their air freight rates to meet 
the competition of the noncertified lines. The Board allowed the rate reduction 
and issued an opinion supporting the reductions. When these same certified 
lines asked for permission to expand these reductions in air freight rates to 
other commodities than those called for in the first reductions, the Board dis- 
allowed the action, stating merely that status quo would have to be maintained 
for the benefit of all now in the business, certified and noncertified, admitting 
that there are glaring inequities. 

Under the present law, noncertified lines can carry air cargo internationally— 
cannot carry passengers. 

The Bermuda Sky Queen probably alleged carrying only cargo—that the 
passengers carried were carried on a contract basis. Actual contract carriage 
of passengers is legal but very limited. It is very unlikely that the Sky Queen’s 
operators can substantiate a claim to being a contract carrier. 

On the subject of contract carriers, the certified airlines believe that com- 
pletely identical safety and economic regulations should be applied to them as 
well as to other types of air operators. 
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It took the CAB a year to set up the international route pattern for United 
States certified airlines. They studied the economics, the safety, and all other 
aspects with care, recognizing that the financial success of this structure and 
pattern was the No. 1 requirement to world trade, travel, and national security. 

Then the Board turned right around and allowed into the business a flock of 
noncertified carriers who immediately began tapping the cargo business, the 
passenger business, and burdening the safety requirements on a worldwide scale 
since they were not required to comply with the regulations imposed on the 
certified lines. 

We believe that there should be equal regulation for all in the business of 
air transportation—that a human life is just as valuable in the plane of one 
operator as it is in the plane of any other operator, and that just as many 
precautions should be taken to preserve it and get it to its destination in one 
case as in another. 

Sruart G. Treron. 
JoHN W. THOMPSON. 


Fesruary 14, 1949. 





Memorandum to Public Relations Advisory Committee. 
Regarding: Activities of nonscheduled air carriers. 


The nonsched carriers, rejuvenated with new money and new coordination, 
have been very busy on the Hill these past few weeks and their activity has 
resulted in a protest, on the part of 15 Senators, to Senator Edwin C. Johnson, 
(Democrat, Colorado), chairman of the Senate Interstate and Foreign Commerce 
Committee. The protest asks that Johnson request the CAB from taking further 
steps toward regulation of the nonscheduled operators until Johnson’s committee 
has had time to make a thorough investigation of the situation. 

Johnson answered by saying that he had conferred with the CAB, had found 
that CAB was offering the nonsched operators a chance to voice their point of 
view at oral hearings to be started February 15. 

It would be well if the airlines would get in touch with any and all of the 
Senators who signed the protest (with whom you have connections) and make 
certain they understand the public interest involved in any prolongation of the 
present mishandling of the nonsched carriers. What they don’t see, perhaps, 
is that allowing these nonscheds to continue under the blanket exemption, allowing 
them to pick and choose the points they serve, taking only the cream of the 
business, will inevitably reduce the service provided by the scheduled airlines 
under the terms of the Civil Aeronautics Act and under the air postal system, 
to such an extent that the areas which sent these gentlemen to Congress will be 
affected adversely as far as air passenger service, airmail, air parcel post is 
concerned. 

The nonscheds not only cannot furnish this type of service to hundreds of 
points—they don’t want the responsibility of such a service. 

Neither do they wish the responsibility of conforming to the stricter safety 
regulations which have been proposed. 

Both the economic and safety regulations proposed, they say, will force most 
of them out of business. Any continuance of the present system or lack of system 
in the handling of the nonsched carriers may well force some of the certificated 
airlines out of business. 

It is a case of decision on the part of Government as to whether they conform 
to the law, both spirit and letter, and thereby compel all common air carriers, 
scheduled or nonscheduled, to obey the regulations set up for commercial air 
operations. 

The economic principle involved is the same as that upon which the Post Office 
Department operates its services. There are some 40,000 post offices in the 
country, more than 10,000 of which do not operate at a profit. But the postal 
system does not cut off the service from those areas just because no profit can 
be made. The same is true of the hundreds of points served at a loss by the 
scheduled airlines. The support of universal air service must come from the 
areas where profit can be made and the philosophy of the Civil Aeronautics Act 
makes clear that this protection should come from limited competition at the 
revenue-producing points. 

Passengers are passengers—no matter whether the flight is scheduled or non- 
scheduled. The safety of human lives and the economic soundness of the vital 
air transport system of the United States are elements of importance which 
cannot be measured by time tables or an absence of them. 
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Following is a list of the Senators who signed the protest: Wayne Morse 
(Republican, Oregon) ; M. M. Neely (Democrat, West Virginia) ; James EB. Mur- 
ray (Democrat, Montana); Warren G. Magnuson (Democrat, Washington) ; 
Harley M. Kilgore (Democrat, West Virginia); Claude Pepper (Democrat, 
Florida) ; William Langer (Republican, North Dakota); Ralph EB. Flanders 
(Republican, Vermont); Hubert H. Humphrey (Democrat, Minnesota); Estes 
Kefauver (Democrat, Tennessee) ; Zales N. Ecton (Republican, Montana) ; Guy 
M. Gillette (Democrat, Iowa); Bert H. Miller (Democrat, Idaho); John 
Sparkman (Democrat, Alabama) ; Paul H. Douglas (Democrat, Illinois). 

JOHN W. THOMPSON. 


The Cuatrman. Now, another aspect of the industry program 
through ATA in its campaign against noncertificated carriers, was to 
instruct the employees, employees of the certificated carriers, to refuse 
to cooperate or assist the nonskeds in any way. I read from another 
document. In a letter from the director of public relations of TWA, 
Gordon Gilmore, to Mr. John Thompson, Air Transport Association 
of America, dated August 26, 1948, a committee of representatives 
of the various certificated carriers recommended : 

That the ATA issue a notice immediately to all member airlines that services 
of scheduled airline personnel not be offered in the future to nonscheduled opera- 
tors. It was pointed out that, on more than one occasion, the scheduled airline 
employees were assisting in the unloading of the nonskeds planes, or loaning 
such pieces of equipment as loading steps and tractor lifts. This assistance is 
a ov offered without the knowledge of the general offices of the scheduled 
air ° 

In reply to that request ATA’s director of information stated : 

The information regarding airline employees helping the nonskeds has been 
passed along to our cperations department for proper action. That certainly 
should be cleaned up. 

Now, what did ATA do to clean up this situation? Did you imple- 
— the suggestions in those letters, and what was that implementa- 
tion 

Mr. Tieton. I never heard of that proposal before, and I certainly 
will inquire as to what happened as a result, but I know what should 
have happened. 

The Cuarrman. Would you say that was part of the operations 
department of ATA ? 

. Tieton. The operations department is the department in the 
ATA which deals with airline operations, and thus would have some 
familiarity or some contact with the loading steps and ground opera- 
tions, and that sort of thing. 

The Cuarrman. Would you say that efforts “to clean up” this situa- 
tion were part of the certificated industry’s program to resist the de- 
velopment of the independent air carriers ould it have that effect ? 

Mr. Tieton. I do not know that there were any efforts to clean up 
this situation. That is what I undertook to inquire about. 

Mr. Harxins. The documents indicate that the recommendation 
was sent to the operations department of ATA. So with the state- 
ment, the information regarding airline employees “helping the non- 
skeds has been passed along to our operations department for proper 
action. That certainly should be cleaned up,” I assume somebody in 
operations did something about it. 

Mr. Trpton. I do not think your assumption is justified. 

Mr. Harkins. Do you have any documents to indicate—— 

Mr. Tipton. I certainly will inquire. 
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Mr. Maerz. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes. : 

Mr. Maerz. Mr. apts is it or is it not the practice of the sched- 
uled airlines to assist the nonscheduled airlines by, for example, loan- 
ing them pieces of equipment such as loading steps and tractor lifts? 
sa Tieton. I do not know what the practice is, as a matter of 
fact. It would be one that would be determined by individual air- 
lines as to how they wanted to use their individually owned equipment. 

Mr. Materz. It is the practice of the scheduled airlines to assist 
each other, is it not, in loaning each other pieces of equipment? — 

Mr. Tieton. Well, it is—yes; I would say that it was a practice to 
assist, a practice which I am really not sure of how widespread it is. 

I know—well, one thing is reasonably clear, that one airline cannot 
lean up against another and not buy itself some loading steps. 

If they get in a crack, where they are out of loading steps or a fork- 
lift truck for some reason, they can go and ask to borrow; but 1 am 
sure an airline would not be tolerated very long if it did not own fork- 
lifts or loading steps and other things necessary for their operation. 

Mr. Maerz. Now, the question is this: Is it the isomy position 
or the position of ATA that none of its members should, in fact, assist 
nonscheduled operators, nonskeds ? 

Mr. Tieton. It surely is not. 

Mr. Materz. The position you now state would seem, would it not, 
to be contrary to this letter which has just been read into the record ? 

Mr. Tieton. No; you have to assume what happened to that letter. 

_ Ido not know that ATA policy was being stated in that letter at that 


time. 

Admiral Land, there is no indication he had anything to do with it. 
He was the president of the association, and he had a great deal to do 
with forming its policy, to be sure. 

Whether he had seen that, I have not the faintest idea. Whether 
our operations department did anything about it I would doubt; and, 
as far as the policy now is concerned, we have no policy of not helping 
the nonscheduled airlines. 

Mr. Materz. Now, if, in fact, ATA back in 1948 did do something 
to clean up. the situation, that would indicate, would it not, a con- 
certed industry attitude of noncooperation with the nonskeds? 

Mr. Treron. Well, I want to know more facts about this before I 
will comment on that question. 

Mr. Matertz. At least in 1948, this question of cooperation with the 
nonskeds was a matter of concern to at least one rather important 
official of ATA; is that not right? 

Mr. Treton. Well, he received a letter from someone, I gather, and 
he answered that letter, and I do not know whether he was concerned 
about it or not. 

The CHarrman. Suppose you examine that and let us have your 
comments later. 

Mr. Treton. I would be very glad to examine that. 

(The Air Transport Association subsequently submitted the follow- 


ing :) 


The question was asked as to whether any documentation exists which indi- 
cates that there was once a policy on the part of the ATA not to provide any 
operational assistance to the nonscheduled carriers. 
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It can be stated that no such policy existed. There are no operations memo- 
randa, bulletins, or letters that have ever been issued reflecting the aforemen- 
tioned policy. 

Further, at page 1696, a question was raised as to the policy of ATA and/or its 
member carriers with respect to assisting the operations of the nonscheduled 
airlines. Necessarily, the general policy of the ATA is to carry out the direc- 
tives of its directors and officers. However, the ATA, particularly in the opera- 
tions field, has never failed to render any service for aviation as a whole upon 
requests by Government agencies or any carrier in the improvement of safety 
and reliability. 

There are a number of instances when information was requested by nonsched- 
uled operators in order to further their own safety and efficiency of operation. 
ATA know-how was made available. In addition, everything that has been 
accomplished, by ATA and its member carriers, in improvements of air naviga- 
tion and traffic control, inter alia, benefits the nonscheduled airlines. The im- 
provement of VOR, the flight testing of it, and the development and improvement 
of airborne radar are among such projects of benefit to all of aviation. The 
initial installation of remoted radar, known as GCA, was paid for by the sched- 
uled airlines; this equipment—at Chicago, New York, and Washington—was and 
still is available not only to ATA members but also to the nonscheduled airlines, 
private operators, and the military. Personnel of ATA assisted in the installa- 
tion of this, and the cost of $150,000—among other costs—was paid for by the 
certificated carriers through ATA. 

Another example is the financing by ATA of high intensity approach lights at 
Newark, also available to all users of the airport. 

Over the past 10 years, ATA personnel and those of member airlines have 
contributed tens of thousands of man-hours in working with various govern- 
mental groups involved in raising the level of safety. It is impossible to calcu- 
late the amount of money represented by that time and effort. All of the benefits 
derived have been benefits of value not only to the certificated industry but to 
the nonscheduled airlines as well. 


Mr. Harxrns. I have one further question in connection with that. 
Is it the function of the operations department of ATA to work with 
the member carriers to develop a policy as to ground operations and 
eee among the member carriers with respect to ground opera- 
tions 

Mr. Tieton. There is one function in the operations department of 
the ATA which bears on that, and that is, it is a function which estab- 
lishes procedures for the exchange of parts that are in short supply, 
and that sort of thing. 

(The documents referred to are as follows :) 


TRANSCONTINENTAL & WESTERN Arr, INC., 
New York, N. Y., August 26, 1948. 
Mr. JoHN THOMPSON, 
Air Transport Association of America, 
Washington, D. C. 


Dear JoHN: The enclosed letter from Bob Helmer is so complete and self- 
explanatory that his desires may be related to you more effectively than trying 
to translate them into a second letter. His suggestions, probably, would have 
merit for other areas than St. Louis, and, perhaps, you would want to make a 
general release on this subject. 

I don’t know your feelings about approaching Mr. Isaacs on a personal basis, 
but, apparently, the St. Louis airline representatives consider that the best 
approach. 

As for the questionnaire to St. Louis shippers, I feel there may be elements of 
danger in this if we should get an adverse reaction for the service now provided 
by the scheduled airlines. However, results of the questionnaire would not 
necessarily have to be made public, unless they were overwhelmingly favorable. 

I believe suggestion No. 3 is very appropriate, inasmuch as airline manage- 
ments may not, in all cases, be aware that their employees are assisting in 
loading and unloading of nonscheduled planes. 
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Reports from our representatives on the west coast indicate that there is a 
widespread campaign for editorial comments on the part of the nonscheduled 
operators. A few of these comments I have passed along to you in the past few 


days. 


Sincerely, 
Gorpon GILMORE, 


Director of Public Relations. 


TRANSCONTINENTAL & WESTERN Arr, INC. 


To: Gordon Gilmore, 630 Fifth Avenue, New York, N. Y. 
From: Bob Helmer, 101 West 11th Street, Kansas City, Mo., August 25, 1948. 

On Monday, August 23, Woody Thomas and I visited airline representatives 
in St. Louis to work up a program of activity in that area in connection with the 
air freight hearings to begin September 13. Those present were: 

Charles Giover, Eastern Airlines. 

Edward Hummel, American Airlines. 

John Malinee, Mid-Continent Airlines. 

George Shedd, Chicago & Southern Airlines. 

A. Mikelson, Pan American Airlines. 

G. J. Craden, John 8. Powell, and James L. Pasley, TWA. 

As was experienced at our Kansas City meeting, the St. Louis airline people 
were of the opinion that, unless we had a good news peg on which to hang a story, 
our copy and background information would wind up in newspaper wastebaskets. 

Accordingly, we would like the ATA to prepare about a 1,000-word news 
feature story outlining both sides of the controversy to be waged, beginning 
September 13 before the CAB. We would like to have an 8 by 10 glossy map of 
the United States showing the various routes of the certificated airlines which we 
believe would have the effect of picturing the competition in the scheduled airline 
business today. We would like to have this story by September 3, so that we 
can duplicate it and place it in the hands of all airline representatives by Sep- 
tember 8 for planting with newspapers as a Sunday feature, September 12. 

Would you let me know if the ATA is in a position to provide this story to us 
and also if the map would be available. We would like to have 50 maps for 
distribution at the same time the story is planted. 

Other requests which grew out of this meeting were: 

(1) Would Mr. Thompson, of ATA, write to his friend, Norman Isaacs, man- 
ager of the Star-Times at St. Louis, urging that his paper use the feature story 
‘plus an editorial on Sunday, September 12. It was the consensus of the St. Louis 
airline representatives that Mr. Isaacs would be willing to support the airline 
cause wholeheartedly if Mr: Thompson would only request it. 

(2) Would the ATA agree to issue a questionnaire to leading St. Louis shippers, 
including such questions as “Are you satisfied with the services of the scheduled 
airlines in handling your shipments,” “Have you ever used the air shipping facili- 
ties of the itinerant, nonscheduled operators and if so, have you had satisfactory 
or unsatisfactory service from them.” 

The St. Louis airline representative assured me that they would be willing to 
forward a list of their key shippers to the ATA, but would like to have the ATA 
send out the questionnaires and compile a report of the survey for use at the 
forthcoming CAB hearings, 

In the event the questionnaire is issued by the ATA, it was suggested that it 
not be sent broadside to all types of companies for fear that we would point up 
‘the services of the nonskeds to companies who had not yet heard of them. 

(3) That the ATA issue a notice immediately to all member airlines that 
services of scheduled airline personnel not be offered in the future to nonscheduled 
operators. It was pointed out that, on more than one occasion, the scheduled 
airline employees were assisting in the unloading of the nonskeds planes, or 
loaning such pieces of equipment as loading steps and tractor lifts. This assist- 
ance is apparently offered without the knowledge of the general offices of the 
scheduled airlines. 

Would you let me know if you pass along these recommendations to the ATA? 
We are especially interested in the feature stories and maps, as our scheduled 
campaign hinges on this type of kickoff. 

Bos HELMER. 
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AvaustT 27, 1948. 
Mr. Gorpon Grimore, 
Trans-World Airline, New York, N. Y. 

Dear Gorpon: Thanks a great deal for the Helmer memo on airfreight. We 
are getting to work on the general story and the maps and believe that the idea 
should be used by all sections. 

I don’t believe we should go for the questionnaire because of the implications 
you mention and also because of the lack of time to do a good job on it. 

I will call Norm Isaacs regarding use of the feature in the Star-Times. I 
have known Norm a long time and I believe he will do all possible to use it. 

The information regarding airline employees helping the nonscheds has been 
passed along to our operations department for proper action. That certainly 
should be cleaned up. 

Regarding the editorial in the Los Angeles Times—I don’t think ATA can get 
into the argument because of the difference of opinion on the subject among our 
own members. We have taken a policy of not participating in the CAB-airline 
head discussions or expressing our views one way or the other unless there is 
unanimous agreement. 

Hope to see you soon. 

Best regards, 
JoHN W. THOMPSON, 
Vice President, Director of Information. 


Mr. Materz. Mr. Tipton, what is meant in the parlance of ATA by 
the term “missionary work” shall we say, with CAB? 

Mr. Tipton. Well, missionary work is a term I do not use. If it will 
be—I will express an opinion on what it means. I do not use it. 
+ a Maerz. May I direct your attention tothis? Is Mr. Robinson 

ere 

Mr. Rogrnson. Right here. 

Mr. Maerz. You are here, Mr. Robinson. 

Do you recall on February 18, 1948, addressing a memorandum to 


Mr. J. W. Thompson on the subject of “certain attitudes recently 


expressed concerning the airlines”? Do you recall such a document? 

r. Rosrnson. I do not. 

Mr. Maerz. May I show you this document and ask you whether 
this refreshes your recollection ¢ 

Does that refresh your recollection, Mr. Robinson ? 

Mr. Rosrnson. It does, in part, and I would like to call your atten- 
— to the last sentence in the first paragraph where the statement is 
made: 

I cannot, of course, speak for Mr. Glass, but my own material was highly ob- 
jective and in no sense colored to any particular pattern, 

Mr. Maerz. Yes, indeed. I just wanted to ask you what you mean 
by a few terms mentioned in this memorandum, if I may, 

Mr. Roprnson. Yes. 

Mr. Maerz. Now, in this memorandum—and I take it you wrote 
this memorandum, did you? 

Mr. Rosrnson. Yes; that is right. 

Mr. Maerz. You indicate on the basis of several experiences that 
you had that there is an attitude on the part of members of the CAB 
which was not too friendly to the scheduled industry; is that correct? 

Mr. Rostnson. I presume if that is in the letter that that would 
reflect my thinking; yes. 

Mr. Materz. And you say this: 


Two other instances come to mind. I prefer to avoid specific reference to per- 
sons and occasions, except to state that, with one exception, a Department of 
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Commerce man, the men involved were all employees of the Civil Aeronautics 
Board in the higher grades, two being in the policy shaping echelons of CAB. 
One CAB man felt that perhaps more rather than less competition is needed in 
the international field and that this might well come from nonscheduled operators. 
As this person is very likely to find a ready ear in the Board itself, it would seem 
to me that some missionary work might be advisable. 


What did you mean by the term “missionary work” ? 

Mr. Rosrnson. By the term “missionary work,” I cannot recall 
clearly, but I think this, being directed to Mr. Thompson of our public 
relations division that I was calling his attention to the fact that this 
information had come to my attention, and what he was to do with it 
was entirely up to him. 

Now, from the standpoint of our own department, missionary work 
is something we do not do, we do not use it. The concept is not within 
our lexicon. 

Mr. Materz. When you speak of your department, you mean the 
economics department ? 

Mr. Rosinson. The economics department; that is right. 

Mr. Materz. But you do not mean the term is not within the lexicon 
of ATA? 

Mr. Rosinson. I would not be in position to comment on that. 

Mr. Maerz. You yourself used the term—— 

Mr. Rostnson. That is right. 

Mr. Maerz. And suggested to the director of public relations that 
“missionary work might be advisable;” is that right ? 

Mr. Rostnson. I would assume that I would mean there the infor- 
mation from the standpoint of turning this over to the public relations 
department, and it would be up to them then to use this in any way 
they saw fit; it was purely informational. 

Mr. Materz. Could it possibly have been that you were suggesting 
to Mr. Thompson, as director of public relations, that the public rela- 
tions campaign be geared so as to influence the Board as against the 
nonskeds in favor of the certificated industry ? 

Mr. Rostnson. I would doubt that very much. 

Mr. Materz. What did you mean, then ? 

Mr. Rosinson. That is something I am trying to remember. 

Mr. Maerz. Could you tell us? 

Mr. Rostnson. I would doubt that because of the fact we had not 
made recommendations from our department to any department as to 
a polis which should be made with respect to that particular thing. 

r. Maerz. Let me read the next paragraph, if I may: 

Upon another occasion, in a conference with one Department of Commerce man 
and two CAB staff members, I received the distinct impression, though not from 
specific words, that the certificated airlines “as usual” are convinced that only 
they can know the solution to their financing problems, and that in their anxiety 
to throttle the so-called independent airfreight operators the airlines were in- 
clined to oppose almost everything that is not originated with these operators. 


I shall be pleased to give you further details, if you wish these. However, I feel 
that it would not be wise policy to do so in this memorandum. 


Why would it not be wise policy to do so in this memorandum ? 

Mr. Rosrnson. Well, I would assume that it would not be wise 
policy because hearsay is rarely something that should be used in a 
written memorandum from one department to another. 

Mr. Materz. But you did use hearsay throughout this memorandum, 
did you not? 
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Mr. Rosinson. I refer only to comments made to me by students 
and by people to whom I referred. 

Mr. Materz. Mr. Chairman, I offer this document in evidence at 
this point. 

The CuatrMan. That will be accepted in the record. 

(The document referred to is as follows:) 


MEMORANDUM 
Fesruary 18, 1948. 
To: Mr. J. W. Thompson. 
From: Myles BE. Robinson. 
Subject: Certain Attitudes Recently Expressed Concerning the Airlines. 

I have been concerned about certain attitudes which have been expressed re- 
cently toward the certificated airlines by individuals who, because of the 
position which they hold or the persons with whom they are in contact, may be 
influential in molding unfavorably certain public opinion toward the industry. 

One recent instance comes to mind. Within the past month I have had the 
occasion to lecture to a group of students enrolled in American University’s Air 
Transport Institute. The class was composed of representatives of CAA, CAB, 
ATC, NATS, and Canadian, Argentine, and Pakistan Governments, as well as 
two former airline employees. The subject matter of my lecture was “Air Cargo 
Problems.” Both during and after the lecture I was repeatedly asked why (1) 
the certificated airlines opposed the expansion of the airfreight system and 
(2) generally opposed anything and everything they themselves did not initiate. 
I later learned that the class—perhaps not as a unit, but at least several of the 
more vociferous members—had said after listening to me and to Mr. Glass 
(Air Cargo, Inc.) that they wanted to hear from the airfreight carriers (Inde- 
pendent Air Freight Association). I cannot, of course, speak for Mr. Glass, but 
my own material was highly objective and in no sense colored to any particular 
pattern. 

Two other instances come to mind. I prefer to avoid specific reference to per- 
sons and occasions, except to state that, with one exception, a Department of 
Commerce man, the men involved were all employees of the Civil Aeronautics 
Board in the higher grades, two being in the policy shaping echelons of CAB. 
One CAB man felt that perhaps more rather than less competition is needed in the 
international field and that this might well come from nonscheduled operators, 
As this person is very likely to find a ready ear in the Board itself, it would seem 
to me that some missionary work might be advisable. 

Upon another occasion, in a conference with one Department of Commerce man 
and two CAB staff members, I received the distinct impression, though not from 
specific words, that the certificated airlines “as usual’ are convinced that only 
they can know the solution to their financing problems, and that in their anxiety 
to throttle the so-called independent airfreight operators the airlines are inclined 
to oppose almost everything that is not originated with these operators. 

I shall be pleased to give you further details, if you wish these. However, I 
feel that it would not be wise policy to do so in this memorandum. 


Mr. Harkins. Returning to the public relations campaign, Mr. 
Tipton, on March 28, 1951, the promotion director of Coronet maga- 
zine transmitted to Gen. Milton Arnold, of ATA, a copy of an article 
appearing in the May 1951 issue of Coronet, and this one is entitled 
“Death Rides the Bargain Air Lines.” It says: 

If you value your life, don’t be tempted by the ads for cheap nonscheduled 
flights. 

In the letter, Mr. Wangers, who is the promotion director for Coro- 
net magazine, states as follows: 

As vice president of the Air Transport Association of America, naturally you 
will want to bring this article to the attention of the greatest number of people, 
in addition to the regular wide readership of Coronet. 

My first question is: Did ATA or any of its officers cooperate with 
Coronet in preparing this article? 
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Mr. Tieton. No. 

Mr. Harxrns. It was not part of your public relations campaign ? 

Mr. Treton. No. y 

Mr. Harkins. Did ATA cooperate with Coronet in a promotion 
campaign which was suggested in the letter by supplying reprints 
of this article or by sponsoring advertising displays at airports and 
at airline ticket offices ? 

Mr. Trpron. No. 

Mr. Harkins. Did ATA supply any additional names to be added 
to the mailing list of 1,500 newspaper and radio people on Coronet’s 
regular mailing list, as is requested in the letter? 

r. Treron. Not that I recall. 

Mr. Materz. Do you know for a fact that they did not? 

Mr. Tipton. On that last question I cannot remember, but I say I 
do not recall. 

Mr. Maerz. Did any of ATA’s members distribute the Coronet 
article, to your knowledge? 

Mr. Tieton. That I do not know. 

Mr. Harkins. Did ATA advise its members that this article was 
available for distribution in large quantities? 

Mr. Tipton. I do not recall that either; I do not think so. 

The CHarrman. Will you check the record and see whether you 
have any memorandum on that? 

Mr. Tieton. Yes,sir. I will be very glad to check it, Mr. Chairman, 

(The Air Transport Association submitted the following :) 


The question was raised as to whether the ATA had ever taken any action 
with respect to an article in Coronet titled “Death Rides the Bargain Airlines.” 
A search of ATA files does not show any correspondence in connection with this 
article. 


(The documents referred to are as follows :) 
Marcn 28, 1951. 
Brig. Gen. MILTON ARNOLD, 
Air Transport Association of America, 
Washington, D. C. 


DEAR GENERAL ARNOLD: “* * * a look into the blotched records of the non- 
scheduled airlines shows so many fatal accidents that even today public confi- 
dence in all air travel is being undermined * * * says Coronet in its outstand- 
ing article, Death Rides the Bargain Airlines, scheduled to appear in the May 
issue. 

I am enclosing advance tear pages for your information. 

I am sure the regular 10 million monthly Coronet readers will agree with me 
in recognizing the seriousness of this problem * * * and also agree with the fact, 
that in our present-day pattern of travel, certainly the scheduled airlines are a 
definite asset as only their records will show. 

As vice president of the Air Transport Association of America, naturally you 
will want to bring this article to the attention of the greatest number of people, 
in addition to the regular wide readership of Coronet. 

We will be very happy to cooperate on a promotion compaign by supplying, 
free of charge, a large quantity of the following material, asking only that it 
be given an expedient distribution and display: 

1. Mailing enclosures (see enclosed sample) calling attention to the 
article and saluting the Air Transport Association. 

2. 11 x 14 posters for display at airports, ticket offices, and other airline 
meeting places. 

38. Table tents for use in cafeterias at airports, etc. 

We are preparing a special press release to be mailed to our regular list of 
1,500 newspaper and radio people. If you have any additional people to add to 
this, we will be happy to supply you with some of these releases. 
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If you have any house organ or other publication, naturally we would be willing 
to grant you permission to reprint up to 250 words of the article, calling to the 
attention of your readers. 

May Coronet goes on the newsstands Apri! 25, so you can see we have very 
little time to organize. I would appreciate hearing from you at the earliest 
possible time. 


Cordially, 
CORONET, 


Jim WANGERS, 
Promotion Director. 
{From Coronet, May 1951] 


DeatH RIDES THE BARGAIN AIRLINES 
(By Ralph H. Major, Jr.) 


1F YOU VALUE YOUR LIFE, DON’T BE TEMPTED BY THE ADS FOR CHEAP NONSCHEDULED 
FLIGHTS 


On a summer day in 1949, onto the runway of bustling Isla Grande Interna- 
tional Airport in Puerto Rico rolled a silvery C-46 plane. Aboard were 81 
passengers bound for New York. Soon the huge plane took off into a clear blue 


y. 

Minutes later, at an altitude of only 250 feet, the right engine sputtered. Pilot 
and copilot frantically manipulated the controls. Nothing happened. Barely 
6 miles from the airport, the C-46 plowed into the ocean with a sickening splash. 
Only 28 survivors were pulled to safety ; 53 died in the crumpled ship. 

When Civil Aeronautics Board investigators began probing the accident, they 
uncovered facts that shocked an incredulous public. For the plane that carried 
53 men, women, and children to their deaths was literally a flying coffin. Over- 
loaded by 3,709 pounds when it took off, the C—46 had safety belts for only 65 
passengers. An insufficient number of life rafts were aboard. More important, 
a mechanic had installed cheap sparkplugs which remained undetected—until 
they burned out when the plane took off. 

While the San Juan district attorney recommended that the operating line, 
Strato-Freight, Inc., be charged with “involuntary homicide” and the licenses 
of pilot and mechanic be revoked, the CAA suspended the company’s certificate. 
And, in Washington, Senator Owen Brewster declared “the problem of non- 
scheduled airline crashes continues to grow more serious.” 

Actually, Brewster was understating the facts. For the records of unsched- 
uled airlines are blotched by so many fatal accidents that public confidence 
in air travel of any kind is being undermined. 

There was, for instance the crash of a Burke Air Transport DC-3 near Mel- 
bourne, Fla., in 1947. Fourteen persons were killed in this plane, which investi- 
gators discovered was overloaded by a ton and was piloted by men who had 
been flying 23 out of the 38 hours elapsed time before the accident. 

There was the Coastal Air Lines accident in Georgia in 1948, resulting in the 
death of 18 men and women. At a hearing to determine causes of this crash, 
a CAB investigator testified that Coastal’s operation was “sloppy.” 

Then there was the Seattle Air Charter DC-3, commissioned by a group of 
Yale students to fly back to college after the 1948 Christmas holidays. It plunged 
into a hangar on the takeoff, killing 11 of the 27 passengers and 3 crewmen, 
CAB officials learned this plane was overloaded by more than 1,500 pounds. 
Moreover, its wing surfaces were so encrusted with ice that one pilot, assigned 
to make the flight, refused to take the plane into the air! 

Still listed as “unsolved” in CAB files is the disappearance late in 1948 of a 
DC-3 leased to Airborne Transport, Inc. This plane took off from San Juan 
for Miami with 29 passengers and a crew of 3 and was never seen again. 

Startling? Shocking? Yes. But these are not isolated cases. They and 
others like them are responsible for the deplorably poor “safety” record of the 
nonscheduled airlines. How do they stack up alongside the record of the regular 
transport companies? The latest available CAB records show that in 1949 
passenger fatalities averaged 18.2 per 100 million passenger-miles for the irregu- 
lar carriers as against 1.2 for the scheduled carriers. 

As the death toll continues to mount, a nationwide scandal is brewing over 
what Senator Brewster terms “one of the most troublesome problems in civil 
aviation.” And the problem has significant undertones. For, according’ to 
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Brig. Gen. Milton Arnold, a vice president of Air Transport Association of 
America, the trade group of all but one scheduled air line, “the public has no 
ready means of determining whether an aircraft in an accident is operated by 
one of the scheduled lines or a nonscheduled company. As a result, the tendency 
is to place the entire blame for accidents upon the scheduled airline industry.’ 

Too few Americans understand the difference between “scheduled” and “ir- 
regular” airlines, which sometimes bear names strikingly similar to those owned 
by the big systems. For the nonskeds are mostly war babies, born at the end of 
World War II when Air Force veter:.ns bought up surplus planes and launched 
their own transport companies. 

Operating under CAB authority to carry passengers on limited, unscheduled 
flights, these flying buses began offering coast-to-coast flights for as low as $75. 
Also, they were the first to pioneer the “air-coach” feature of travel, which 
meant stripping planes of luxury items to provide a service comparable to rail- 
road coach accommodations. 

But the nonskeds went further. Flaunting CAB regulations, many deliberately 
advertised themselves as scheduled airlines, promising regular service between 
various points. In so doing, these companies not only violated Government 
rules but in many cases actually flew such regular schedules under standards 
sealed for less frequent operation; the result: overtaxed pilots, irregularly 
inspected planes, and slipshod administration. 

Also, there is a great difference between CAB regulations for the regular air- 
lines and for the nonskeds in interstate traffic. For instance: To hold an airline 
transport pilot’s rating, a pilot for a scheduled company must qualify for the 
make and model of the plane he is to operate, as well as for a particular route 
and the airports on it. Unscheduled pilots, on the other hand, do not have to 
meet any of these specifications. Only scheduled airlines must provide a train- 
ing program for their pilots. 

No big-league plane can take off without the O. K. of a CAA-certified dis- 
patcher employed by the airline. But the pilot for a nonscheduled company is 
allowed to act as his own dispatcher, making his own decisions—based on 
whatever information is available to him—about route, altitude, airports, and 
the gasoline supply needed. 

“An inquest is no substitute for adequate Federal safety regulations,” is the 
opinion of Sigmund Janas, president of Colonial Airlines, which has not suffered 
a crash death in 21 years. 

Actually, the CAB believes that its operating regulations for nonskeds are 
more than adequate—if so many or the irregular airlines will only stop trying 
to play the part of their big-time brothers. But the CAB’s enforcement division 
is understaffed, unable to cope with the large number of investigations ordered. 

Likewise, there is no indication, according to CAB officials, that all the non- 
scheduled lines will ever agree to comply with the rules regarding minimum 
safety requirements or business procedures. 

Allied with the nonsked airlines in an apparently deliberate attempt to mislead 
the public is the kind of ticket or travel office which, as the Better Business 
Bureau says, “leads the unwary to believe that it is actually an airline and not 
a ticket agency.” 

Under this setup, an agency will adopt a name that sounds like an airline. 
But it really is responsible only for booking passengers on nonskeds with which 
it may or may not hold contracts. 

In fact, the standard of ethics among these booking agencies has sunk to so 
low a level as to stimulate nationwide investigation by the Better Business Bu- 
reaus. In its weekly publication, the Los Angeles BBB recently cited 12 varieties 
of complaints which it has “received rather consistently.” 

Declaring that certain advertising claims of one outfit the Flying Irishman, 
“appear to be misleading and untrue,” the office also reported that prospective 
eustomers found it difficult, if not impossible, to purchase advertised $75 tickets 
to New York. The common dodge of many such ticket agencies was to report 
“no vacancies,” but to offer available seats on an $88 flight, or, in most cases, 
a $99-fare carrier. 

In Boston, a particularly bitter complaint was that transportation had been 
promised on four-engined planes, but passengers arrived at the airport to be 
herded aboard twin-engine aircraft. Another cause for irritation to travelers 
was refusal to make refunds when flights were canceled, as well as leaving 
pemerens stranded at out-of-the-way airports, far from the advertised landing 

ase. 
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The Downtown Airlines Ticket Office in Los Angeles, for instance, advertised 
“Perfect Safety Record—150 Million Passenger Miles—Scheduled Flights.” 
Actually, a ticket agency has no right to claim any safety record. 

Until its doors closed last November, the Columbia Air Coach System, Inc., 
of New York, advertised travel “in comfort, in luxury, in speedy four-engined 
planes * * *” and claimed that “our advertising budget is modest * * * our 
pilots, planes, stewardesses, and maintenance crews are of highest caliber.” 

Again, Columbia itself had no pilots, planes, stewardesses, and méchanics, 
but merely booked tickets for flights farmed out to nonscheduled operators. 
After Columbia folded, it was charged with having gypped at least 300 air 
travelers in New York alone of refunds totaling more than $15,000. 

Again, under the heading of “unfair business practices’ comes the cold-blooded 
deception of some nonsked operators who advertise that travelers on their 
planes are insured for as much as $50,000 each. One company presented its cus- 
tomers memos which stated “Passengers on North American Airlines are covered 
by a blanket policy with Lloyds of London, providing passenger liability insur- 
ance up to $50,000 per person.” 

In the recent editorial condemning such blatant misrepresentation, Aviation 
Week magazine explained that “actually, in this case, it is the carrier who is 
insured by the insurance company. To collect, a passenger or his heirs might 
well be compelled to sue the carrier, or threaten suit.” 

Another significant point: many personal life-insurance policies protect their 
holders only when they fly on scheduled flights. And the slot-machine insurance 
available at many airports states specifically that it covers passengers only on 
regular airline flights. 

The CAB has closed more than a dozen nonskeds by revoking their letters of 
registration. But the least scrupulous of the men behind such “fronts” merely 
incorporate under different names, apply for new certificates, and are in business 
all over again. 

Meanwhile, Better Business Bureaus from coast to coast are attacking non- 
skeds where it hurts—through their advertising media. The Boston BBB re- 
cently published a report to radio stations and newspapers, quoting misleading 
claims by an agency there. Chicago’s BBB has circulated a memo of recom- 
mended “Standards for Air Transportation Advertising and Selling Practices” 
to papers and radio stations, while two Los Angeles newspapers—on a tip from 
the BBB there—turned down one classified advertisement which, according to 
the Bureau, represented “a new height in attempted deception.” This ad read, 
in bold letters, “Fly to New York for $13.20.” In small type under the $13.20 
were the words, “tax, plus fare.” 

One quarter from which the public should normally expect energetic reform 
are the honest, law-abiding, strictly ethical nonsked operators whose collective 
reputation is being seriously damaged by the flying charlatans. But every at- 
tempt to organize an effective standard of operation has been thwarted, despite 
efforts like those of the Aircoach Transport Association, established to govern 
the ethics of the nonscheduled flight industry. 

Obviously, it is up to the public—the disillusioned nonsked passenger, the poten- 
tial air traveler, and the safety-minded individual—to discipline phony air- 
lines by boycotting them. But how can you tell a phony airline from a legitimate, 
honest organization? The following suggestions are compiled from material pro- 
vided by various BBB offices: 

1. Do not be fooled by ticket agencies which masquerade as airlines. Make 
sure that you are buying your tickets for an actual operating company. 

2. Beware of flamboyant advertisements from ticket agencies that boast such 
achievements as “perfect safety record,” “millions of passenger miles,” or 
“scheduled flights.” Such claims, if they do not specify a particular airline, are 
meaningless. 

8. Does the nonsked agent promise you reservations on “four-engine luxury 
liners”? About 90 percent of such advertised flights are on two-motor planes; 
few of the nonskeds can afford to operate “four-engine luxury liners.” 

4. Read your ticket carefully before you pay for it. In many cases, once the 
agent has sold space on a flight, he is no longer responsible for any refunds, in 
the event the flight is canceled. 

5. In any doubtful cases, telephone or call at your local Better Business 
Bureau for detailed information. But in every case, make sure that the com- 
pany with which you are planning to fly is reliable. You may save your pocket- 
book—and even your life. 
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The Cuarmrman. At this point, Mr. Tipton and Mr. Gewirtz, we 
will adjourn until 2:30 when we will hear from you, I think, spe- 
cifically, Mr. Gewirtz. 

Now, to avoid any misconstruction in my referral of the transcript 
to the Department of Justice of the testimony, I want to state that I 
would want the Department to look into the entire area of operations 
of the ATA, and not just merely the operations involved in the so- 
called air-freight project. 

We will now adjourn until—— 

' Mr. Harxins. Excuse me, Mr. Chairman, before we adjourn, coun- 
sel requests permission—— 

Mr. Materz. Mr. Chairman, may I suggest that the entire tran- 
script of proceedings before this committee be referred to the Depart- 
ment of Justice, for possible antitrust implications not only with re- 
spect to ATA, but with respect to other organizations? 

The Cuarman. That shall be done. 

Mr. Gewrirrz. Is that future testimony? Do you mean the full 
transcript when it is finally completed, is that the understanding? 

The Cuarrman. I did not hear you, Mr. Gewirtz. 

Mr. Grewirtz. I say, that would be the full transcript to which Mr. 
Maletz refers, there is to be no cutoff date as of now? 

The CHarrman, Yes. 

Mr. Tieton. I would like to comment on that, Mr. Chairman. 

I think Mr. Maletz’ suggestion is a very good one, and I think your 
suggestion also that the entire operations of the ATA be considered 
is also a good one, and we would certainly concur in that, as we did 
in your previous suggestion. 

Mr. Harkins. Mr. Chairman, counsel requests permission to in- 
troduce in the record at this point all of the documents referred to 
this morning, and in addition to insert in the record at this point 
documents, other documents, which were taken from the files of ATA, 
and which were not the subject of interrogation this morning, with 
the understanding that the representatives of ATA will have the 
opportunity to look over these documents and put in any comments 
or explanations they wish. 

Mr. Tieton. Very good. 

Mr. Hargis. The documents going into the record at this point 
are all documents which were supplied by ATA to the committee. 

The Cuairman. Those documents will be accepted. 

(The documents referred to follow :) 


Arm TRANSPORT ASSOCIATION OF AMERICA, 
Chicago, Ill., December 30, 1938. 


MEMORANDUM No. 179 


Subject: Need and opportunity for further economies in scheduled air trans- 
portation. 

To: Heads of airlines. (Copies direct to treasurers, operations managers, and 
traffic and sales managers.) 


A generation ago the railroads struggled to minimize destructive competitive 
practices by making agreements among themselves to maintain reasonable rates 
and, by cooperative action among themselves, eliminate waste due to competi- 
tion. Their action was held illegal under the Sherman Antitrust Act although, 
admittedly, many of their agreements were sound and prudent. When they 
attempted to pool their traffic in order to abolish wasteful operation, their 
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action was forbidden by law. When they turned to consolidations, they were 
stopped by the Supreme Court. The purpose of rigorous enforcement against 
the railroads of these antitrust laws was to compel competition and insure free 
play of the forces of supply and demand. Antitrust regulation against the rail- 
roads was rigorously pressed. Overregulation resulted. The dangers of this 
railroad overregulation began to be recognized by experts quite some years 
ago—even before it was obvious that Government ownership could be averted 
only by the passage of legislation that would correct the fundamental evils in 
previous railroad legislation. 

In our industry’s testimony before Congress on the McCarran-Lea bills, we 
strongly and consistently advocated regulation of the key economic problems of 
our industry by a nonpolitical, competent permanent agency of the Government. 
Among other things, we contended that this regulation was necessary in order 
that cooperative action among the airlines to eliminate competitive waste 
might be permitted under the direction of the regulatory body. We cited, as 
proof of our need the plight in which the railroads now find themselves, saying 
in effect that the sins of their past are now being visited upon them. We asked 
for legislation that would permit this industry (a) to eliminate needless com- 
petition and (0) to abolish duplicate facilities. We asked for legislation that 
would permit the cessation of the warfare of unrestructed and bitter competition 
of previous years of our existence. We said that the unhappy state of the 
railroads must never befall the airlines. 

By section 412 of the Civil Aeronautics Act, the Congress has prescribed a 
general pattern—has laid the groundwork for regulation which will prevent 
unwise competition and unnecessary duplication of facilities from becoming the 
fate of the scheduled airlines as it has of the railroads. Though Congress has, 
by section 412 of the Civil Aeronautics Act, authorized the prevention of any 
wasting of our investments and has authorized the conserving of our resources 
for those uses which will serve the public most efficiently and fairly, the working 
out of the details, as it should have been, has been left to the initiative and the 
enterprise of the managements of the various scheduled airlines. If airline 
management is tardy and does not avail itself of the blessings permitted by 
section 412 of the Civil Aeronautics Act, if airline management does not, and 
that without undue delay, heed the experiences of the railroads and avoid en- 
tangling air transportation in the toils of economic inefficiency, the Government, 
through the Civil Aeronautics Authority, must lead in the movement and will 
force cooperative action among the airlines to eliminate needless competition 
and duplicate facilities. It is possible that steps to effect the economics per- 
mitted by section 412 may come among the early actions in the program of the 
Civil Aeronautics Authority—uniless initiative of airline management has shown 
the Civil Aeronautics Authority that the enterprise of the airlines is meeting 
satisfactorily the basic questions here discussed. It would be unfortunate should 
the pressure of events so retard management’s enterprise and the initiative as 
regards section 412 of the Civil Aeronautics Act, for the ultimate result would 
probably be Government ownership rather than private initiative. 

The Civil Aeronautics Authority has frequently indicated that Congress has 
authorized a sound pattern for the commercial progress of this industry and has 
repeatedly intimated the need for further elimination of (@) needless competi- 
tion and (0) duplicate facilities and for a more rapid utilization by our industry 
of the provisions of section 412 of the Civil Aeronautics Act. 

With one exception, (as far as we can learn), the scheduled air transport 
industry is the only industry provided with a means of exemption from the anti- 
trust laws. This was granted to save money for the taxpayers through the 
elimination of needless competition and duplicate facilities. It is apparent that 
the Civil Aeronautics Authority intends to demand that the air carriers as a 
system,’ and without undue delay, profit from the experience of the past and 
avoid economic difficulties, not alone by the process of the revision of the rates 
for transportation of mail by air but also by the airline management simultane- 


1 NoTg.—The word “system” as used in the Civil Aeronautics Act seems to imply that 
Congress desires the Authority to consider air transportation as a whole and that the im- 

rtant thing is the securing, promoting, and developing of a coordinated well-knit air 
ransportation system, qreteing waste and duplication. e needs of the whole country 
are to be paramount. The act apparently contemplates that air transportation is to be 
treated as though it were a seamless web, a rent or defect in any part of which affects the 
entire garment. i 
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ously exercising its initiative and its enterprise through the maximum possible 
elimination of needless competition and duplicate facilites. 

This message cannot be too strongly emphasized. 

As a “tickler” toward thought of what savings may still be possible by econo- 
mies of needless competition and duplicate facilities, we attach, in appendix 
form, two lists of items that have come to our attention by one means or another 
showing what has already been done in some cases. These lists are attached 
with the hope that the “tickler’” might be of assistance toward thoughts that 
will obtain additional economies in these or other directions. Air-carrier manage- 
ment can hardly enter a more important field for its immediate, constant, and 
continuous attention. 

Sincerely yours, 
Epear 8. Gorre, President. 


DeceMBeEr 13, 1946. 
Mr. C. R. SmirH, 
Chairman of the Board, American Airlines, Inc., 
New York, N. Y. 

Dear C. R.: At the September meetings of the directors and members of the 
ATA, resolutions were adopted that the industry should oppose the certification 
or exemption of air freight forwarders in the Freight Forwarder case pending 
before the CAB. In this connection, you may wish to refer to Dr. Sorrell’s 
report on The Freight Forwarder in the National Transportation Pattern, which 
was sent to you in August, and the recommendations made by the special cargo 
committee, whose confidential report was sent to you on September 9. 

Since that time, we have received indications from a number of the members 
that they believed reconsideration of the industry policy toward freight for- 
warders to be desirable. The subject was discussed at a recent informal meet- 
ing of the airline attorneys attending the hearings in Washington,’ and the con- 
sensus was that the policy should be reconsidered by the management of each 
company. There are at least two reasons why reconsideration appears desirable. 
First, opposition to freight forwarders might affect adversely the position of the 
certificated carriers in the Air Freight case, by indicating further an unwillingness 
on the part of the certificated carriers to take full advantage of the sales forces of 
freight forwarders as an effective medium for the development of air freight. 
Second, opposition to both the air freight carriers and freight forwarders might 
lend support to the allegation that the certificated airlines are simply “agin-ers” 
who are blindly attempting to protect their present group monopoly of air trans- 
portation in the United States. 

In view of these dangers, we request that you immediately reconsider the 
questions whether your company wants to oppose the certification or exemption 
of airfreight forwarders before the CAB. Three possible courses of action appear 
to be available: (1) outright opposition to certification or exemption; (2) neu- 
trality as to certification or exemption, but insistence that if forwarders are to 
be certificated or exempted, they should be so regulated as to prevent the abuses, 
which have arisen from forwarder operations in other fields of transportation, 
from arising in the air transportation field; or (3) active support of the cer- 
tification or exemption of forwarders, provided they are so regulated. 

We are inclined to recommend the third course of action. The first is sub- 
ject to the objections noted already. The second seems much too wishy-washy 
for carriers who profess to have a vital interest in the freight business and their 
own ideas as to how it should be developed and conducted. The third would, 
we believe, strengthen the position of the certificated carriers in the airfreight 
case, and avoid antagonizing the forwarders. 

It is of extreme importance that we have your answer on this matter by the 
20th of December at the latest. In stating your position, we should appreciate it 
if you would also advise us, in as much detail as possible, the reasons which, in 
your judgment, support the position taken. 

Very truly yours, 
E. S. Lanp, President. 


1Those present were: Gribbon (AAt), Schneider (BNF), Verner (C & S), Moore and 
Kell (DAL), Gambrell and Moye (HAL), Leasure (NWA), Reilly and Lawler (TWA), 


Lorch (UAL), and Tipton and Markham (ATA). 
77632—57—pt. 1, vol. 3——33 
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May 7, 1947. 


Re (a) Telephone communication between the Chairman of the CAB and the 
president of ATA 


Hon. JAMEs M. LANDIS, 
Chairman, Civil Aeronautics Board, 
Washington, D.C. 


Deak Mr. LANpIs: Confirming telephonic request of May 7 with regard to the 
general subject of airfreight, the board of directors of Air Cargo, Inc., unani- 
mously request that the Civil Aeronautics Board set a date as soon as possible, 
for a meeting with the CAB at which representatives of the scheduled airlines 
concerned with airfreight may have an opportunity to present to the CAB their 
present position and acivities, as well as their plans with regard to airfreight. 

Judge Landis advised Admiral Land that he would call such a meeting as 
soon as his duties at Montreal permit him to set a proper date. 

It is believed by the board of directors of Air Cargo, Inc., and ATA that such 
a meeting will be of material assistance to the Board in reaching decisions on 
airfreight matters now before them. 

Very sincerely yours, 
E. 8. Lanp, President. 


Arr Carao, INC., 
Washington, D. C., May 19, 1947. 


To: Heads of Airlines and Directors of Air Cargo, Ince. 


GENTLEMEN : At the meeting of the industry on Friday, May 9, 1947, concern- 
ing the freight forwarder case, a decision was reached that a committee com- 
prised of a small group of airline executives and the undersigned meet with the 
members of the Civil Aeronautics Board as soon as possible for the purpose of 
discussing the industry’s cargo activities and plans. In accordance with such 
decision Admiral Land and I have contacted Mr. Landis, Chairman of the Civil 
Aeronautics Board, and he has agreed to such a meeting as soon as con- 
venient subsequent to his return from the Montreal meeting of ICAO. Indica- 
tions are that Mr. Landis will return from Montreal on approximately May 28. 
You may anticipate further communication in this regard shortly thereafter. 

Sincerely, 
Frep M. Guass, President. 


JUNE 2, 1947. 
Mr. Howarp C. WEStTWwoop, 
Washington, D.C. 

DeaR Mr. WESTWoop: Thank you for your very kind letter concerning the con- 
tribution which the research department has made to an understanding of the 
freight-forwarder issue. With the thought that you may be interested in our 
conclusions in this matter, I am enclosing a statement of issues and position pre- 
pared by Dr. Sorrell for presentation at the May 9 meeting. For reasons which 
I am sure you will understand the presentation was not made. 

With kindest regards, 


Sincerely yours, M E.R 
YLes E. Rosrnson. 


May 9, 1947. 


Dr. SorrELL: The freight-forwarder sessions this morning probably set an all- 
time record for brevity. Except for a few carriers at the beginning indicating 
some approval of the forwarders in the industry, the entire meeting appeared cut 
and dried and rather closely patterned to the thinking of Air Cargo, Inc. Two 
airlines indicated support of the forwarder ; namely, Chicago & Southern and one 
other unidentified by the admiral. There is still some uncertainty as to whether 
ATA will be able to represent the industry at the June meetings. No request was 
made either for your analysis of issues or recommendations, and in view of your 
wish that these not be released except at the request of the industry, they were 
kept under cover. 

The exact role to be played by the research department from this time on is not 
clear. I believe that we will be asked to prepare at least one exhibit dealing 
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largely with historical material, possibly highlighting the so-called abuses of the 
forwarder. Decision on this matter, however, should be made by you and Don 
Markham next week. 

Virtual unanimity of the industry representatives came as a surprise. It is 
quite possible that the policymakers have decided to let Air Cargo test its “wings.” 
Within 2 weeks Mr. Glass and his committee of lawyers and industry representa- 
tives will have an informal meeting with the Board to decide whether a blanket 
exemption for all forwarders shall be issued, as is now the intent of the Board, or 
on the other hand shall be delayed in view of the industry’s opposition stand. I 
believe, in accord with the Board’s decision of yesterday to exempt air-cargo 
carriers and noncertificated operators from certification, that the Board also may 
include forwarders. It was pointed out by 2 or 3 industry members that there is 
more than a little evidence that the Board is becoming irritated at the industry’s 
position of opposition to almost everything, so that the field may be thrown open 
to all who want to enter. 

A committee was appointed. headed by Mr. Ireland of United, to negotiate with 
REA for a new contract. It was the belief of all present that until Air Cargo, 
Inc., can show that it can take over most of the express functions now handled by 
RBA, our relations with that organization should be continued much as they are 
now. 

All of us extend our wishes for a speedy recovery for Mrs. Sorrell. Will hope 
to see you soon. 

Mytes E. Rosrnson. 





Atk TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C. 
Attached are minutes of the two meetings, held on September 29 at Chicago and 
October 12 in New York, regarding the Board’s decision in the Forwarder case. 
Sincerely yours, 
BE. 8S. Lanp, President. 


MINUTES, MEETING aT SENECA Hore, Cuicaco, SEPTEMBER 29, 1948, To ConsIDER 
WHETHER AN APPEAL BE TAKEN FROM THE BOARD’S ODER IN THE FREIGHT 
FORWARDER CASE 

PERSONS IN ATTENDANCE 


Representative Airline Representative Airline 

Bl Ts IO sci tamer TWA I Ca siininicspetenicieceteinn AA 
int EIDE cccagtcieateciicne TWA Arthur C, Smith____-_____ WAL 
ine 6 ARORA ig bi mntpiginins UAL PARTITE Big TIN iaicninsteciotnnentprinee CAL 
Sis es A egilticnictcathciesepineaite UAL Ded Gi. PaO Ro cicincencitinns. MCA 
a ES eee eee UAL Edward S. Ridley________-. CAI 
Bx: ah RIOD sas thctenintsmntbicnhiiiae UAL W. V. MeToggart.._........... CAI 
Fe ia Eth cil cicsintnnninensecinin UAL O. M. Foxworth, Jr._...... NAL 
Walter L. CodKnonnncncna - UAL Ne a iinet C&S 
i Th Satis ntcinasnia PNA Charles E. Beard__----_-~-. BNF 
Guy M. Springer, Jr___-~~. Capital Se ACI 
oy eee Capital Albert BM. Farr..._........... ACI 
Daud W i Pate sii dessus Delta ID. DOMME on shireciinimns ACI 
Robert L. Griffith__._._-__. Delta Rs 5 a cisterna ctsonin NWA 
DP. Tis Brattettiic. couiisicus BAL WG avait tints ATA 
Ralph Starkey___....----- EAL 8. G. Tipton. ...12+....... ATA 
Charles A. Moye, Jr_--_--~ EAL Rs ROSATO is. scatreninnins ATA 
R. E. S. Deichler__..-.... - AA a ee | ee ATA 
Walter Sternberg____---_-~-. AA H. F. Milley (observer)_... PAA 
Be Ee GR. oe Sie AA 


I, FREIGHT FORWARDER PORTION OF THE BOARD'S ORDER 


After a discussion of the Board’s order in the Freight Forwarder case, it was 
concluded that the Board’s order should be appealed to a court for judicial 
review. A stay of the Board’s order should be .reqtiésted pending the court’s 
decision. If the petition for a stay is denied, a further meeting of the carriers 
will be necessary to consider the further steps to be taketi. 
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The above position was concurred in by the airlines present, with the excep- 
tion of Colonial, which stated that it did not wish to participate in an appeal. 
American reserved its position until its officials could consider the action 
proposed here and its officials would advise the attorneys prosecuting the appeal 
whether American would participate. Northwest was not represented at the 
meeting, but later agreed to join in the petition for review. 

It was concluded that one law firm should represent all the carriers, and the 
choice of the firm was left to the attorneys who would meet later. 

The cost of the litigation to the time of the decision on the stay will be shared 
by the participating carriers on the ATA formula with the exception that 
the following six airlines consented to participate only on the condition that 
they would not be asked to bear any costs: Chicago & Southern, Continental, 
Inland, National, Mid-Continent, Northeast, and Western. 


II. REA PORTION OF THE BOARD’S ORDER 


The meeting concluded that the airlines should oppose the Board’s order 
setting out the basis for the further negotiations with the REA. The question 
of whether that portion of the order should be appealed to the circuit court or 
should be handled in a petition for reconsideration to the Board was left to 
the attorneys representing the carriers in the petition for review. 

The meeting noted in passing that the airlines have appointed a committee 
to negotiate with the REA and that committee would continue to negotiate with 
the REA as it has been doing. 

At a meeting of the attorneys held immediately after the main meeting the 
following airlines were represented : 

Representative Airline Representative Airline 


O’Grady (observer ) 
I aeiiicil ci me acd teiesttentinteisteiens ATA 


The attorneys concluded that Paul Godehn of Mayer, Mayer, Austrian & 
Platt should represent the carriers and a committee of industry lawyers was 
selected to serve in an advisory capacity. The committee selected included a 
representative of Chadbourne, Wallace, Parke & Whiteside (TWA); Gambrell, 
Harlan & White (EAL); and the Air Transport Association. 

Norre.—Subsequent to the meetings discussed above American notified Mr. 
Godehn that it would not participate in a petition for review. When other 
airlines learned this several others declined to participate. Mr. Godehn there- 
fore advised all airlines represented at the meeting on September 29, by tele- 
gram dated October 8, that he would not file a petition for review of the Board’s 


order. 
S. G. Treron. 


MINUTES, AIR TRANSPORT ASSOCIATION MEETING, New York, Ocroser 12, 1948 


(After the meeting in Chicago on September 29 some of the airlines decided 
they would not participate in the appeal for the review of the Board’s decision. 
It therefore appeared desirable to call together those airlines who disagreed as 
well as the airlines who had indicated a willingness to participate in the cost 
of prosecuting an appeal to see what further steps should be taken. That meeting 
was held in the Hotel Biltmore in New York on Tuesday, October 12.) 

The meeting was attended by the following: 

Representative Airline Representative Airline 
Paul H. Brattain......... EAL J. W. Mariner_........... NWA 
B.D. QC teccpecmneman, eee R. B. 8. Deichler......11o AA 
Cari © Re ctnteenerns 
James W. Austin......... 
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Admiral Land read the minutes of the Chicago, September 29, meeting and 
the telegram circulated by Mr. Godehn indicating that he would not file a 
petition for review because of disagreement among the carriers. 


I. FREIGHT FORWARDER PORTION OF THE BOARD’S ORDER 


The first question considered was whether the carriers would participate 
in a petition to the court for review and a petition for a stay of the Board’s 
order. It became clear that unless a stay were granted forwarders would com- 
mence operation; thereafter, the competitive efforts to get forwarder traffic 
would impel the airlines to drop the suit. A stay was therefore considered to 
be a prerequisite to the prosecution of the appeal. At the same time it was urged 
to the group that very likely the court would decide rather promptly whether 
it would stay the order pending its decision on the merits. It therefore appeared 
that during the short period until the court decided whether to grant a stay, 
the airlines would not be handicapped seriously in their competition with those 
carriers who cooperated with the forwarders. The airlines therefore concluded 
that they would all participate in a petition for review and a petition for stay 
of the Board’s order on the condition that the suit would be dropped if the 
stay were denied. 

The discussion developed that the above considerations should be urged upon 
the court. Unless the forwarders are restrained pending review of the Board’s 
order, the destructive effects of the Board’s decision would be beyond the repair 
of the court’s review. Mr. Godehn, who was reached by telephone, concurred in 
such a presentation to the court, and was instructed to advise the court that 
unless the stay were granted, the airlines would ask that the appeal be dismissed. 
The petitions will be filed by Mr. Godehn on or before October 15 on behalf of 
American, Braniff, Capital, Chicago & Southern, Continental, Delta, Eastern, 
Inland, Mid-Continent, National, Northeast, Northwest, TWA, United, and 
Western. 

The second major item considered was what steps should be taken should 
the petition for stay be denied. The agenda which had been circulated to 
the air carriers prior to the September 29 meeting raised the question of what 
changes in airline practices would become necessary in the event forwarders 
commenced operations. That agenda suggested for the consideration of the 
airlines the publication of (a) door-to-door rates, (b) the adoption of an as- 
sembly and distribution rule, and (c) the establishment of a rate bureau, etc. 
The agenda also suggested that consideration be given to the establishment 
of forwarders, either jointly by the industry, or by individual airlines. The 
group instructed ACI to prepare an analysis of the issues involved in the above 
= for circulation among the carriers for consideration. at a subsequent 
meeting. 

The ATA was instructed to prepare an analysis of the Board’s forwarder 
regulations including the regulations prescribing the maintenance of ac- 
counts and records by forwarders. This analysis and criticism was to be pre- 
pared for filing with the CAB in the event the petition for stay was denied. 
The ATA was instructed to prepare a brief study of past forwarder practices 
for the information of the individual airlines dealing with forwarders. 


II. REA PORTION OF THE BOARD’S ORDER 


The question was again raised as to whether that portion of the Board’s 
order relating to the REA contract should be appealed to the circuit court. It 
was recalled that the Chicago meeting authorized the attorneys prosecuting the 
appeal to determine whether the RHA matters should be included. Mr. Hill, of 
Mr. Godehn’s firm, reported that the REA questions would be appealed along 
with the portion of the order dealing with forwarders. 

It was also recalled that the Chicago meeting concluded that the negotiations 
with the REA were to continue. It was understood that the REA had made a 
proposal to the negotiating committee, consisting of Messrs. Brattain (EAL), 
Ireland (UAL), and Whyatt (NWA). The group asked that ACI report on 
the negotiations to date, and indicate the proposals which have been con- 
sidered, particularly as these may be affected by the recent Board order. The 
group ask that the report be circulated as early as possible. 


S. G. Treron. 
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AGENDA—REGULAR MEETING, Drrectors, AIR TRANSPORT ASSOCIATION OF AMERICA, 
WASHINGTON, D. C., JuNE 17, 1947 


ORDER OF BUSINESS 


1. Reading of minutes of ATA directors’ meetings of December 3 and 5, 1946. 
2. Report of finance committee on ATA budget for second half of 1947. (Copy 
of budget mailed to each director under date of June 3, 1947.) 
3. Application of Caribbean Atlantic Airlines to change from active to associate 
member. (See exhibit A.) 
4. Report regarding ICAO meeting in Montreal (oral report by S. G. Tipton). 
1. Multilateral agreement. 
2. Mortgage convention. 
5. Status of freight forwarder and air-freight cases (oral report by S. G. 
Tipton). 
6. Resolution adopted by insurance committee. (See exhibit B.) 
7. Proposed amendments to the bylaws of the airlines’ operations conference. 
(See exhibit C.) 
8. Resolution of airport agreements committee regarding airport negotiations. 
(See exhibit D ; see Mosier telegram, June 16.) 
9. Payment of user charges on civil airways. (See exhibit E.) 
10. NRSA passes for operations, engineering, and ANTC personnel. (See ex- 
hibit F.) 
11. Industry policy for participation in airport firefighting and crash activities. 
(See exhibit G.) 
12. Employment of traffic control specialists by all scheduled airlines. (See 
exhibit H.) 
13. Traffic congestion at Washington National Airport. (See exhibit I.) 
14. Adverse weather conditions; problems to be solved (oral report by M. W. 
Arnold). 
15. Extent of ATC and NATS operations. (See exhibit J.) 
16. Reserve of aircraft. (See exhibit K.) 
17. Proposed amendments to the Railway Labor Act. (See exhibit L.) 
18. Proposed amendment to the Bankruptcy Act. (See exhibit M.) 
18 (a) Fred Glass. 
18 (b) Mr. Landis. 
19. Indoctrination program regarding Civil Aeronautics Act. (See exhibit N.) 
20. Report on pending Federal legislation (oral report by R. Ramspeck). 
. Sea-air issue—Surface carrier participation in air transport. 
. Mail rate and subsidy payments. 
. Rate cutting and auditing of accounts. 
. Amendment of section 401(1) of the Civil Aeronautics Act. 
. Portal-to-Portal Act. 
. Air Policy Board. 
. Domestic airmail rate. 
. Through service without joint rates. 
. CAA appropriations for 1948. 
21. Membership in Air Power League. (See exhibit O.) 
22. Letter from ACC regarding development of large transport aircraft. (See 
exhibit P.) 
23. Letter of appreciation from E. 8. Gorrell, Jr. (See exhibit Q.) 
24. Time and place of annual member meeting, 
25. Unfinished business. 
26. Adjournment. 


Exuisit N 
INDOCTRINATION PROGRAM REGARDING CrivIL AERONAUTICS ACT 


Since the passage of the Civil Aeronautics Act there have been at least 4 turn- 
overs in personnel in the House and 2 in the Senate. Comparatively few of the 
present Members of Congress ever heard the debate which led up to the passage 
of the Civil Aeronautics Act or are familiar with its merits. 

It is felt that it is the responsibility of the airlines to come to the defense 
of the act. This is a matter which cannot be accomplished by ATA or any other 
organization to which we belong, but must be done by personal visits of execu- 
tives of the airlines with Members of Congress. Letters, pamphlets, and adver- 
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tisements will not do the job, but personal visits will, because they provide an 
opportunity for questions and answers and discussion and clarification. A 
Member of Congress is glad to discuss such matters with the executive of an 
airline which serves his State, where he might be loathe to discuss it with a 
stranger or the representative of an organization. 

To carry on such a campaign of education would require time and patience 
and skill on the part of important executives of companies. When we consider 
the amount of time we devoted to the creation of the bill, it would seem that its 
salvation justifies at least an equal amount of time on the part of the best talent 
among executives in the companies. 

It is apparent that very few Members of the present Congress understand the 
history and the background or the philosophy of the Civil Aeronautics Act. They 
do not understand the difference between the Civil Aeronautics Board and the 
Civil Aeronautics Administration. In fact, they have very little information 
in regard to any of our problems. 

While the association can do some things to be helpful, it is believed that the 
executives of the airlines can be more effective than anyone else. 


19. Proposed amendment to the Bankruptcy Act 


Mr. Tipton presented for the consideration of the directors the amendment to 
the Bankruptcy Act explained in the memorandum of March 24, 1947, attached 
hereto as exhibit J. The pros and cons of this proposed amendment were dis- 
cussed at length. Thereafter it was concluded that a full inquiry into the merits 
of this legislation required its submission to the finance and accounting con- 
ference and the legislative drafting committee. Upon motion duly made, sec- 
onded and unanimously adopted, President Land was requested to make arrange- 
ments for consideration by these groups. 


20. Indoctrination program regarding Civil Aeronautics Act 


President Land presented to the directors the question raised by one of the 
members concerning the method of meeting many proposals for fundamentally 
changing the Civil Aeronautics Act. It was agreed by the directors that many 
of these legislative proposals were being made without a full realization upon 
the part of the proponents as to the background and history of the Civil Aero- 
nautics Act, the character and value of the air transport system which has been 
created under that act, and many similar factors which bear upon the funda- 
mental soundness of the legislation. 

It was agreed that it would be worth while to take every opportunity in public 
discussion and in discussion with Members of Congress and others to reempha- 
size the background of the Civil Aeronautics Act, the problems it was intended 
to solve, and the wisdom of leaving the principles of the statute unchanged. In 
addition, it was decided to consult with the Civil Aeronautics Board on this 
matter. President Land appointed a committee consisting of Messrs. Braniff, 
Monro, Woolman and Ramspeck to call upon the Board and discuss this problem. 

In the course of the discussion of this matter Mr. Leslie referred to exhibit N 
which had been attached to the agenda of the meeting and which included the 
following paragraph: 

“Since the passage of the Civil Aeronautics Act there have been at least 4 
turnovers in personnel in the House and 2 in the Senate. Comparatively few 
of the present Members of Congress ever heard the debate which led up to the 
passage of the Civil Aeronautics Act or are familiar with its merits. The result 
is that they are susceptible to misleading information supplied by those who are 
willing to destroy the act in order to serve their own personal interests. It has 
become the subject of attack from railroads, buslines, steamship companies, and 
international monopolists. The effect of this is apparent in the Appropriations 
Committee, in the Post Office and Post Roads Committee and in the committees 
before whom the hearings are now being held on the chosen instrument bill.” 

He requested that exhibit N be expunged from the records in that the state- 
ments contained in the foregoing paragraph might be construed as a disparaging 
reference to Pan American Airways’ support of the community company bills. 
President Land explained that exhibit N, including the above quoted paragraph, 
had been taken largely from a letter addressed to him by Mr. Braniff with copies 
to the members of the board of directors. Whereupon Mr. Braniff stated that he 
would be glad to withdraw the entire letter. Mr. Leslie indicated his satis- 
faction with this action. 
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Exnhrsit F 
Report Or RESEARCH DEPARTMENT 
FREIGHT FORWARDERS 


A tentative and preliminary report was prepared by the Research Department 
for use in the freight forwarder case, to come up sometime in January 1947. In 
brief, this report covered the nature of forwarder operations, the history of 
surface carrier use of the forwarder, provisions of the Freight Forwarder Act 
of 1942, impact of forwarders upon rail and motor carriers, and problems cre- 
ated by the forwarder, especially as these relate to possible use of this agency 
in air transportation. The report, with Dr. Sorrell’s suggestions and recom- 
mendations, has been sent to the airlines. At present nothing more is being 
done on the forwarder issue in this department. 


ATR CARGO, INC., SURVEYS 


New industry surveys have been made by the research department regarding 
air potential in rubber products, professional and scientific instruments, and 
flowers. These surveys are still in the first draft stage but should be ready 
for release to the airlines sometime during the first quarter of 1947, providing 
other and more pressing issues do not take priority. 


AIR FREIGHT CASE 


The research department is completing work on major economic issues in- 
volved in this case. The material developed is to be correlated with that from 
the legal and other departments to form ATA’s exhibit for the industry at the 
Atlantic City airfreight sessions. In addition to economic studies to be used 
in ATA’s exhibits, processing or reviewing of the exhibits of the nonscheduled 
carriers and other applicants in the freight case has been undertaken. 


STEAMSHIP PARTICIPATION IN AIR TRANSPORT 


The research department prepared material to be used in the industry’s inter- 
vention in the so-called steamship case. Nine steamship companies, all but two 
of which had been applicants in various integration cases held by the Board, peti- 
tioned CAB to reopen the steamship issue in light of certain recent developments 
in the international scene such as the alleged intent of various foreign nations 
to permit full integration. The material presented to Mr. Tipton for use in ATA’s 
intervention included an examination of all cases in which any of the nine ap- 
plicants (petitioners) had appeared, the purpose of which examination was to 
show that all of the arguments used by the petitioners had been raised in previous 
cases and disposed of by the Board. 


ATR CARGO, INC., INDUSTRY SURVEY LISTS 


A list is being prepared by the research department and will be sent to the 
industry within the month, giving the names of all firms interviewed in the Air 
Cargo, Inc., surveys, classified by city and by industry. Included will be in- 
bound and outbound traffic flow by methods of transportation—pounds shipped, 
ete. In each instance, except where it was not possible to obtain the firm’s esti- 
mate of air potential, the extent to which air service may develop has been indi- 
eated, especial attention being given to the firms which expected substantial air 
volume. 

NONSCHEDULED OPERATOR LIST 


For well over a year the research department has been compiling a list of 
nonscheduled operators. Data and information from the recent CAB question- 
naires indicates that our information in many respects is the more comprehen- 
sive and complete. AT A’s list is of necessity a running list which is constantly 
being augmented. However, to inform the industry of the status of the non- 
scheduled carriers, it is planned to release this list to the airlines sometime in 
December or January. 
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BAILWAY EXPRESS INDUSTRY 


The research department has undertaken to chart the history of railway ex- 
press, to analyze rate structures and ratemaking principles in express, and to 
evaluate the factors which may influence the growth of air express. This study 
will be one of relatively long range character, due both to limitations of time 
and staff, and to the magnitude of the field to be covered. 


ATA LIBRARY 


ATA research department established a centralized industry library on Sep- 
tember 1, 1946, with Miss Hollis Platt as librarian. Stack facilities are now com- 
pleted. Books and material previously housed in the various departments have 
been brought together, and Miss Platt is nearing completion of an adequate cata- 
log system. By the first of the year this task will be undertaken of adding a 
carefully considered list of books which will provide a centralized source for 
basic legal, operating, and economic research for the ATA and its members. 


Arr Careo, INo. 


Air Cargo, Inc., was instituted as a ground-service organization for the handling 
of cargo on the scheduled airlines of the United States early in 1947. 

For several years Air Cargo, Inc., had functioned as a research and statistical 
organization, inquiring into the possibilities for transport of freight by air in 
relation to the activities of 30 or more basic industries of the Naton. In con- 
fidental analyses submitted to the Air Transport Association, Air Cargo, Inc., 
reported that prospects for carrying freight by air were excellent, and the organ- 
ization was reactivated for its present functions in February of 1947. 

Air Cargo, Inc., is a stock company owned by 17 of the major airlines of the 
United States. They are All American Aviation, Inc., American Airlines, Inc., 
Braniff Airways, Inc., Chicago & Southern Air Lines, Inc., Colonial Air Lines, 
Ine., Continental Air Lines, Inc., Delta Air Lines, Inc., Eastern Air Lines, Inc., 
Inland Air Lines, Inc., Mid-Continent Airlines, Inc., National Airlines, Inc., 
Northeast Airlines, Inc., Northwest Airlines, Inc., Pennsylvania-Central Airlines 
Corp., Transcontinental & Western Air, Inc., United Air Lines, Inc., and Western 
Air Lines, Inc. 

The purpose of the corporation is to expedite the handling of air freight over 
the scheduled airlines on a cooperative and mutual basis. It performs such 
services as the issuance and clearance of air-freight billings among the participat- 
ing airlines; establishment and maintenance of consolidated air-freight termi- 
nals; action as agent of the member airlines in negotiating blanket contracts with 
surface carriers for pickup and delivery of air-freight shipments; and the filing of 
consolidated freight tariffs for member airlines. 

In addition to its Washington headquarters, Air Cargo, Inc., now has field 
offices in Chicago, covering the Midwest district; San Francisco, covering Pacific 
and Northwestern States; Atlanta, headquarters for the southeastern area; 
Dallas, in the southwest; and New York City. 

The first consolidated air-freight terminal was placed in operation at Detroit’s 
Willow Run Airport on August 1. The second is being readied for operation 
in Chicago. Others will follow in other areas. 

Pickup and delivery services for air freight have been established in most of 
the Nation’s major industrial areas by contracts with surface carriers. 

In addition to these services, which are confined to airport areas, Air Cargo, 
Inc., is negotiating with the American Trucking Association on rules and regula- 
tions for over-the-road carriage of air-freight shipments to off-airport areas. 
Recent Federal legislation permits the filing of through tariffs between air and 
surface carriers for shipments in interstate commerce. 

In July 1947 tariffs were filed with the Civil Aeronautics Board by Air Cargo, 
Inc., on behalf of the scheduled airlines, establishing rates and regulations for 
uniform handling of air shipments and lowering existing freight rates as much 
as 25 percent. The Board did not oppose the tariffs, and they became effective 
August 1. The new rates provided a spread ranging from 33 cents per ton-mile 
for small packages sent short distances to 16 cents for planeloads of 16,000 
pounds. The median rate at which the great bulk of air freight moves now fell 
to 20.5 cents per ton-mile from the previous 26-cent rate. 
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In September tariffs were filed by individual airlines which lowered their rates 
to about 13 cents per ton-mile, and, without opposition from the Board, they went 
into effect October 5, but were water suspended for further investigation. 

The growth of air freight in 1947 was remarkable. In the first 6 months of the 
year the scheduled airlines carried 15 million ton-miles of air freight, 3 times 
the volume of the same period of 1946. By the end of the year this figure reached 
35.5 million ton-miles. 

In December 1946 the 17 airlines owning stock in Air Cargo, Inc., had 59 
planes—32 DC-3, 14 DC~4, and the remainder smaller types—devoted solely to 
cargo. During the summer of 1947, as new planes were delivered to the airlines, 
several DC-3 and DC-4 types were converted to cargo carriers, and the total 
of all-cargo planes at the end of the year was well over 60. 

Five airline companies are now operating cargo planes on definite schedules, 


Are TraFFIc CONFERENCE OF AMERICA, 
Washington, D. C., October 28, 1946. 


Subject: Proposed Interline Air Cargo Procedures Agreement. 
To: All members representatives of the cargo traffic section. 

Attached are two copies of a proposed Interline Air Cargo Procedures Agree- 
ment which was drafted by the special air cargo committee which met in Wash- 
ington on October 7 to develop uniform plans and procedures for the interchange 
of air cargo between air carriers. (The committee’s full report will be sent with 
Cargo Bulletin No. 59, but is temporarily delayed pending the receipt of certain 
final forms.) 

Meanwhile, this proposed agreement was the subject of discussion at a recent 
meeting of airline counsel called to consider certain aspects of the forthcoming 
CAB Air Freight case. It was felt highly desirable to immediately proceed with 
the agreement and if possible to have it accepted and executed by all carriers 
prior to the Air Freight hearing (scheduled for Fort Worth, Texas, beginning 
November 19.) 

Will you therefore please immediately bring this proposed agreement to the 
attention of those in your company who must eventually sign it and determine 
whether it is acceptable to you. Will you then wire this office by Friday, 
November 1, advising: 

(1) If you are agreeable to executing it as is; 

(2) If not, what changes you require; and 

(3) What procedure would you like to follow to immediately eliminate 
any points of difference? 

This is important. We must work fast to have this agreement signed and filed 
prior to November 19. Please do everything within your power to expedite it and 
get your wired reply in here by November 1. 

Your counsel will be familiar with this effort, having attended the meeting 
mentioned above, or having received a recent explanatory memorandum from 

S. G. Tipton, ATA. 

Emery Jounson, Secretary. 


INTERLINE AIR CARGO PRocEDURES AGREEMENT 


Whereas, the parties hereto mutually desire to agree upon procedures, terms 
and conditions for the handling of interline air cargo: Now, therefore, 

In consideration of the mutual covenants of the parties hereto, it is agreed 
as follows: 


1. Definitions as used in this agreement 


(a) “Air Cargo” shall mean the property (except mail, air express, and the 
baggage and personal effects of passengers) received by a party hereto for 
revenue transportation by air in the United States, in accordance with rules and 
regulations of applicable tariffs. 

(b) “Interline air cargo” shall mean air cargo received by a party hereto 
for revenue transportation over the lines of two or more of the parties hereto. 

(c) “Delivering carrier” shall mean the party hereto which carries the inter- 
line air cargo over its lines to a point of connection with another party. 

(d) “Receiving carrier” shall mean the party hereto to which the delivering 
carrier shall deliver such cargo at a point of connection. 
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(e) “Tariffs” shall mean any tariffs which may be published and filed by the 
parties hereto with the Civil Aeronautics Board. 

(f) “Shipment” shall mean a single consignment of 1 or more pieces moving 
on 1 air bill. 

(g) “Claim” shall mean any claim for loss, damage, or delay of a shipment 
governed by this agreement. 

(h) “Claim expenses” shall mean direct expenses incurred on account of 
the investigation, defense, or settlement of a claim, or litigation arising there- 
from, including the cost of special investigators, travel, and communication 
expenses, court costs and witness and attorney’s fees, but not including items 
of general expense such as the salary of company employees or the expense of 
maintaining a claims department. 

(i) “Claim receiver” shall mean the party with whom a formal written claim 
is filed in compliance with applicable tariff rules, or in case of duplicate claims, 
the party with whom such a claim is first so filed. 

(j) “Transportation by air in the United States” shall mean transportation 
within and between the several States, the District of Columbia, and Alaska, 


‘2. Documents 


(a) All interline air cargo shall move pursuant to a uniform shipping docu- 
ment to be known as the air bill and in accordance with the rules and regulations 
of applicable tariffs and the Interline Air Cargo Manual to which reference is 
hereinafter made. The air bill will be the complete shipping document and will 
be adopted by all of the parties hereto. 

(0) The transfer or interchange of interline air cargo between the parties 
hereto will be effected at connecting points by means of a uniform transfer docu- 
ment. The information to be set forth in such transfer document, its manner of 
execution, and other details relating to its preparation and use, shall be 
prescribed in the Interline Air Cargo Manual. 


8. Acceptance by receiving carrier 


Interline air cargo tendered to a receiving carrier by a delivering carrier at a 
connecting point, must be accepted by the receiving carrier if: (a) All shipping 
documents are in order; (0) the shipment follows a route described in appli- 
cable tariffs or specified by the shipper; and (c) the contents or containers of 
the shipment would not render dangerous, impracticable, or unlawful any opera- 
tion undertaken by the receiving carrier. The receiving carrier shall have the 
right to deviate from any route shown in the air bill and to forward a shipment, 
when necessary in its opinion to expedite delivery, via any other transportation 
agency at the rates prescribed by such agency; provided, that when the fore- 
going right is exercised, the transportation charges to the shipper shall be no 
greater than the air cargo charges from origin to destination. When interline 
air cargo is rerouted via a route over which the original through rate does not 
apply, the amount of the original charge will be prorated among the air carriers 
transporting the shipment on a rate prorate basis. It shall be the responsibility 
of the delivering carrier to deliver all interline air cargo to the receiving carrier’s 
dock or such other point as the two carriers may agree upon. 


4. Valuation limit 


All parties hereto shall agree upon a valuation limit for each interline ship- 
ment. Any shipment having a value in excess of such limit will require advance 
arrangements for interline transportation. The valuation limit and the said 
requirement for advance arrangements shall be published in applicable tariffs. 


5. Notice of arrival 


On shipments not requiring delivery service from airport terminals to con- 
signee’s address, consignees whose addresses are within the carrier’s established 
terminal area shall be notified by celephone by the receiving carrier of the arrival 
of their respective shipments and such telephone notice shall be confirmed by 
appropriate written notice; all other consignees shall be given written notice. 

6. Manual 

A uniform Interline Air Cargo Manual will be promulgated and amended from 
time to time by a committee of the cargo traffic section of the air traffic confer- 
ence, of which each of the parties hereto is a member. This manual will de- 
scribe all forms to be used and methods and procedures to be followed by the 
parties hereto in connection with the handling and transportation of interline 
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air cargo; provided, however, that none of the provisions of the said manual shall 
be inconsistent with the provisions of this agreement. Each party hereto will 
conform to the requirements of such manual. 


7. Manual committee 

The parties hereto will initiate, and cause to be taken, the necessary steps for 
the formation of the committee provided for in paragraph 7 hereof. The com- 
mittee shall act by unanimous vote of those members present at a duly consti- 
tuted meeting of the committee and a majority of the members of the committee 
shall constitute a quorum. Each party hereto shall have the privilege, at the 
beginning of each year, of designating a representative to serve on the commit- 
tee. Any such duly designated representative may at any time designate, in 
writing filed with the exectutive secretary of the conference, an alternate to act 
and vote for him with respect to any matter, or matters, within the jurisdiction 
of the committee. In all other respects the bylaws of the air traffic conference 
shall govern the organization and conduct of the committee. 


8. Representation by parties 

Each party hereto agrees not to make any representations with regard to the 
flights, services, or equipment of other parties hereto on which interline air 
cargo shall be transported, except those representations set forth in the appli- 
cable tariffs or specifically authorized by such other parties. 


9. Interline settlement 

On and after January 1, 1947, or the effective date of this agreement as herein- 
after described, whichever date shall be the later, balances due the respective 
parties hereto for handling and transporting interline air cargo shall be cleared 
through the Airlines Clearing House, Inc., a Deleware stock nonprofit corpora- 
tion, according to such procedures as may be adopted from time to time by the 
said Clearing House. Each party hereto will forward to the Clearing House on 
or before the 25th day of each month, a detailed statement of all revenues re- 
ceived during the preceding calendar month from interline air cargo operations 
pursuant to this agreement. The parties hereto shall agree upon the formula 
to be employed by the Clearing House for apportionment of the revenue derived 
from the handling and transportation of interline air cargo. The parties hereto 


shall impose upon the Clearing House the obligation to determine the monthly 
amounts due the parties hereto in accordance with such formula. It is understood 
that each party hereto will enter into an appropriate agreement with the Clear- 
ing House covering their respective rights and obligations. Any party hereto 
not a stockholder of said Clearing House will undertake to qualify as such 
forthwith. 


10. Intercarrier liability 

(a) The claim receiver with respect to any claim shall have responsibility 
for, and exclusive control of, the disposition, including investigation, defense, and 
settlement or litigation, of such claim. Hach party hereto agrees to make full 
disclosure of facts and records concerning any shipment carried or routed over 
its lines to the claim receiver responsible for the disposition of any claim relating 
to such shipment, and to give such further cooperation as may be necessary for 
the accurate and expeditious handling of such claim. When suit is instituted 
to enforce any claim, the party named as defendant shall, promptly after the 
first service of process therein, notify the other party or parties over whose line 
or lines the shipment to which the claim relates was routed or carried, and shall 
consult, confer, and cooperate with such other party or parties in the defense 
or settlement thereof, giving due weight to the rights and interests of such 
other party or parties. 

(b) The claim receiver with respect to a claim shall be entitled to reimburse- 
ment for the amount it is required to pay in settlement of, or in satisfaction of 
judgment arising from, such claim and for claim expenses not exceeding the 
umount paid as aforesaid, in accordance with the following: 

(i) When the claim resulted from the act or default of one party or its 
agents (other than the claim receiver or its agents), in full from such party. 

(ii) When the claim resulted from separate acts or defaults of two or 
more parties or their agents, in equal shares from such parties, said compu- 
tation to inelude an equal share to be borne by the claim receiver in case 
the claim resulted in part from an act or default of itself or its agents. 
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(iii) When no act or default is established as causing the elaim, in pro- 
portionate shares, proportioned among all parties (including the claim 
receiver) handling the shipment, in the same ratio as transportation reve- 
nues therefrom (whether collected or not) are proportioned. 

In case any party other than the claim receiver for a particular claim is required 
to satisfy a judgment arising out of such claim, the said other party shall be 
entitled to reimbursement in accordance with the foregoing provisions of this 
paragraph as if it had been the claim receiver: Provided, That claim expenses 
incurred by the original claim receiver prior to such judgment, not exceeding 
the amount paid in satisfaction of such judgment, shall first be paid by such 
other party to the original claim receiver and shall thereafter be treated as 
claim expenses of such other party. It is agreed that the claim receiver or other 
party asserting a right to reimbursement under this paragraph shall bear the 
burden of showing (1) that the claimant paid was the person entitled to pay- 
ment; (2) that the basis of payment was a valid legal obligation; and (3) that 
the amount paid was not excessive. 


11. Arbitration 
This agreement shall be subject to the Air Transport Rules of Arbitration. 


12. Termination of prior agreements 
This agreement supersedes all previous interline air cargo agreements between 
and among the parties hereto. 


13. Effective date and duration 

This agreement shall take effect only when executed by 10 or more members of 
the Air Traffic Conference and approved by an order of the Civil Aeronautics 
Board issued pursuant to section 412 (b) of the Civil Aeronautics Act of 1938. 
This agreement shall remain in effect until canceled or superseded by agreement 
of the parties: Provided, That any party may withdraw herefrom upon 90 days’ 
notice given in writing to the executive secretary of the Air Traffic Conference 
of America, it being understood that any party so withdrawing shall undertake 
to pay, and remain liable for, all sums then due from it pursuant to this 
agreement. 


14. Execution 

This agreement may be executed in any number of counterparts, the originals 
of which shall be deposited with the executive secretary of the Air Traffic Con- 
ference.. All such counterparts, taken together, shall constitute one original 
instrument. 


15. Admission of other carriers 

Any member of the Air Traffic Conference may become a party to this agree- 
ment by executing and depositing a counterpart thereof, as prescribed in para- 
graph 14. 

Executed this _...____ CR ates cttiradivtienis , 1946. 


a a a i a a a a wo = ee 


Attest : 
Beets ve SAY ‘Serc') 42 Sn pal ened eines 


{Final draft, September 25, 1946] 


AGREEMENT AMONG CERTAIN AIR CARRIERS RELATING TO AtR CarGo SERVICES 


Whereas the parties are air carriers authorized by certificates of public con- 
venience and necessity issued pursuant to the Civil Aeronautics Act of 1938 to 
engage directly in the operation of aircraft, and to transport property therein, 
between various points in the United States; and 

Whereas the parties desire to further coordinate their respective services, with 
one another and with those rendered by other common carriers, so as to pro- 
vide a complete and integrated system for the transportation of property by air 
to all points in the United States; and 

Whereas, in order to promote maximum efficiency and to eliminate unneces- 
sary duplication of expense, the parties desire to employ Air Cargo, Inc., to per- 
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form, on their behalf and in their names, certain joint services and to provide 
certain joint facilities required in connection with the handling of air cargo: 

Now, therefore, in consideration of the mutual covenants hereinafter con- 
tained, the parties agree as follows: 

Section 1. Provision of air freight service.—Each of the parties who is not also 
a party to the interim agreement governing the publication and maintenance of 
certain consolidated airfreight tariffs agree that it will, within 30 days after the 
effective date of this agreement, execute and deposit, in accordance with its terms, 
a counterpart of the said interim agreement. Bach of the parties who has not 
already done so agrees that it will, within 90 days after the effective date of this 
agreement, undertake to engage directly in the transportation of airfreight be- 
tween all points in the continental United States between which it is authorized 
by law to engage in air transportation with respect to property. Bach of the 
parties agrees that it will, pending the performance of section 2 of this agree- 
ment, continue to engage directly in the transportation of airfreight and will 
use all practicable means to expand and improve its airfreight service. 

Section 2. Provision of air cargo service——BHach of the parties who is also a 
party to an air express agreement with the Railway Express Agency, Inc., agrees 
that it will, effective as of such date as may be specified by the board of directors 
of Air Cargo, Inc., terminate the said air express agreement, and will undertake 
to engage directly in the transportation of air cargo between all points in the 
continental United States between which it is authorized to engage in air trans- 
portation with respect to property. To that end, each of the parties agrees that 
it will, after such date, maintain no distinction, by tariff provisions or otherwise, 
between air express and airfreight, but will make available to all shippers of air 
cargo, on an optional basis, such types of pickup and delivery, and other acces- 
sorial, services as will best meet their requirements. Hach of the parties agrees 
that it will, after such date, continue to engage directly in the transportation 
of air cargo, and will use all practicable means to expand and improve its air 
cargo service. 

Section 3. Interchange arrangements.—Each of the parties agrees that it will 
use its best efforts to effect promptly, and to maintain, mutually satisfactory 
arrangements with the other parties hereto, and with other common carriers 
of property, for the interchange of shipments of airfreight and air cargo and 
for the maximum coordination of their respective services. The parties agree 
to consult and cooperate with one another in effecting, maintaining, and improv- 
ing such arrangements with carriers not party to this agreement. 

Section 4. Cancellation of agreements relating to Air Cargo, Inc.—The parties 
who are also stockholders of Air Cargo, Inc., on the effective date of this agree- 
ment hereby cancel the agreement among certain air carriers relating to Air 
Cargo, Inc., dated December 31, 1942, and the agreement relating to the participa- 
tion of All American Aviation, Inc., in Air Cargo, Ine., dated September 30, 
1944. Each of the parties who is also a stockholder of Air Cargo, Inc., on the 
effective date of this agreement agrees that it will enter into an agreement with 
Air Cargo, Inc., in the form attached hereto as exhibit A, and will do all things 
necessary to cause Air Cargo, Inc., to enter into the said agreement with each 
such party. 

Section 5. Amendment of certificate of incorporation of Air Cargo, Inc.— 
Each of the parties who is also a stockholder of Air Cargo, Inc., on the effective 
date of this agreement agrees that it will promptly do all things necessary to 
cause the certificate of incorporation of Air Cargo, Inc., to be amended by delet- 
ing, in article 4, paragraph 3,.thereof, the words “air carriers or foreign air car- 
riers (as defined in the Federal Civil Aeronautics Act of 1938 as it may be amended 
from time to time) only,” and inserting in lieu thereof the words “only air carriers 
(as defined in the Civil Aeronautics Act of 1938, as originally enacted) directly 
engaged in the operation of aircraft in interstate air transportation (as so 
defined) between points within the continental United States (not including 
Alaska or the Canal Zone).” Each of the parties agrees that it will do all 
things necessary to prevent any other or further amendment of article 4 of the said 
certificate without the written consent thereto of the holders of at least 80 
percent of the voting stock of Air Cargo, Inc., then outstanding. 

Section 6. Issuance and purchase of additional stock of Air Cargo, Inc.—Each 
of the parties who is also a stockholder of Air Cargo, Ine., on the effective date 
of this agreement agrees that it will promptly do all things necessary to cause 
Air Cargo, Inc., to issue, and to offer for sale to each party to this agreement 
who is not then a stockholder of Air Cargo, Inc., four shares of its stock at a 
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price of $20 per share. Each of the parties to whom such offer is made agrees 
that it will purchase the shares so offered within 30 days after the date of such 
offer. Each of the parties agrees that it will do all things necessary to prevent 
the issuance or sale by Air Cargo, Inc., of any additional shares of stock of any 
class whatsoever, or any securities convertible into stock of any class whatso- 
ever, for cash, property, services, or any other consideration, without the written 
consent thereto of the holders of at least 95 percent of the voting stock of Air 
Cargo, Inc., then outstanding. 

Section 7. Board of directors of Air Cargo, Inc.—Each of the parties agrees 
that it will do all things necessary to the end that a representative designated 
by each of the 4 stockholders holding the largest number of shares of stock of Air 
Cargo, Ine., and 3 representatives designated by the remaining stockholders 
(such latter designation to be accomplished by cumulative voting to be con- 
ducted by the president of Air Cargo, Inc.), shall at all times be members of 
the board of directors of Air Cargo, Inc.; to the end that such board shall 
never exceed 8 in number without the written consent thereto of all the stock- 
holders of Air Cargo, Inc.; and to the end that the eighth member of such 
board shall not be an officer, director, or employee of any stockholder of 
Air Cargo, Inc. 

Section 8. Preliminary reorganization of Air Cargo, Inc.—Each of the parties 
who is also a stockholder of Air Cargo, Inc., on the effective date of this agreement 
agrees to do all things necessary to cause Air Cargo, Inc., to employ such per- 
sonnel, acquire such property, and take such other action as will enable it— 

(a) to provide, directly or by contract, pickup and delivery services at 
all points within the continental United States served by any party hereto, 
and tripper services between such points and the airports through which they 
are served ; 

(b) to provide, directly or by contract, terminal facilities, and services 
incidental to the proper handling of airfreight and air cargo at all such points ; 
and 

(c) to provide, directly or by contract, clerical, accounting, and other 
services which may be desired by the parties hereto in the interest of pro- 
moting maximum efficiency, eliminating unnecessary duplication of expense, 
and coordination of their respective airfreight and air-cargo services with 
one another and with those rendered by other common carriers of property. 

To that end, each of the parties who is also a stockholder of Air Cargo, Inc., on 
the effective date of this agreement agrees that it will, within 15 days after 
its execution of this agreement, pay to Air Cargo, Inc., an amount which shall 
bear the same relation to $100,000 as the ton-miles of air express and airfreight 
transported by such party in common-carrier service during the 12-month period 
ended June 30, 1946, bear to the total ton-miles of air express and airfreight 
transported by all such parties in common-carrier service during such period; 
and each of the parties who is not a stockholder of Air Cargo, Inc., on the effective 
date of this agreement agrees that it will, within 15 days after its execution of 
this agreement, pay to Air Cargo, Inc., an amount equal to the smallest amount 
so payable by any party who is a stockholder of Air Cargo, Inc., on the effective 
date of this agreement. The parties agree to consult and cooperate with one 
another and to exchange information from time to time with respect to points 
at which, and the manner in which, the services and facilities of Air Cargo, Inc., 
can be utilized to best advantage and to their mutual benefit. Each of the parties 
agrees to utilize to the maximum extent deemed feasible by it the services and 
facilities of Air Cargo, Inc. 

Section 9. Reorganization and functions of Air Cargo, Inc-—Each of the parties 
agrees that it will do all things necessary to cause a meeting of the stockholders 
of Air Cargo, Inc., to be called, at the earliest practicable date, to determine the 
capitalization and organization necessary to enable Air Cargo, Inc., to perform 
the functions described in section 8 hereof; the manner in which additional 
capital shall be raised; the distribution and limitation of powers, voting rights, 
and other prerogatives among the stockholders; and other matters pertinent 
to the future operation of Air Cargo, Inc., and its relations with the parties 
to this agreement and others. 

Section 10. Parties and effective date—This agreement may be executed by 
any person, corporation, or other entity which is entitled to hold shares of stock 
of Air Cargo, Inc., under the provisions of paragraph 3 of article fourth of the 
certificate of incorporation of Air Cargo, Inc., as amended pursuant to section 
5 of this agreement (whether or not such amendment has yet become effective), 
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and shall take effect upon its execution by the holders of at least 95 percent of 
the voting stock of Air Cargo, Inc., then outstanding. 

Section 11. Execution.—This agreement may be executed in any number of 
counterparts, to be deposited in the offices of Air Cargo, Inc. All such counter- 
parts taken together shall constitute one original instrument. 

Section 12. Arbitration ——This agreement shall be subject to the air transport 
rules of arbitration. 

In witness whereof, the parties hereto have caused this agreement to be 
executed by their respective corporate officers, duly authorized to do so, and have 
caused their respective corporate seals to be affixed hereunto and to be attested, 
as of the 


Attest: 


[SEAL] 


ExHIsir A 


AGREEMENT BrweeN AIR Carco, INc., AND ITs SEVERAL STOCKHOLDERS 


This agreement, dated as of the y of 
between Air Cargo, Inc., a Deleware corporation, oat its stockholders, severally, 


WITNESSETA 


Section 1. Cancellation of ewisting agreements.—All agrements between Air 
Cargo, Inc., and its several stockholders, in effect on the effective date of this 
agreement, are hereby cancelled ; but such cancellation shall not relieve any party 
hereto of any liability incurred or accrued under any such agreement prior to 
the effective date of this agreement. 

Section 2. Effective date—This agreement shall become effective when exe- 
cuted by Air Cargo, Inc., and by each stockholder of Air Cargo, Inc. 

Section 3. Execution.—This agreement may be executed in any number of 
counterparts, to be deposited in the offices of Air Cargo, Inc. All such counter- 
parts taken together shall constitute one original instrument. 

Arr Carco, INc., 


Attest: 


[Letter No. 4] 


Atr Careo, INc., 
Washington, D. C., March 4, 1948. 


Board of Directors of Air Cargo, Inc.:* 


GENTLEMEN : Under date of March 2, 1948, the following notice was dispatched 
to you: 

“Important meeting ACI directors hereby called to be held Hotel Carlton, Wash- 
ington, D. C., beginning 9:30 a. m. next Wednesday, March 10. Memorandum 
follows. Meanwhile strongly advise you arrange attend if at all possible. 
Please confirm, 

EMERY JOHNSON, Secretary.” 

Such meeting was called pursuant to verbal request by several members of 
the board of directors for the purpose of considering the policy matter outlined 
in the attached memorandum. It is anticipated that the meeting will be con- 
fined to a general discussion of this subject with the possible exception of 
certain routine matters incidental to the corporation’s activities. 


1 Messrs. J. W. Austin, C. E. ene, P. M. Brattain, BE. O. Cocks, R. BE. 8. Deichler, R. W. 
Ireland, E. 8. Land, E. I. Whyatt. 
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It is believed that the attached memorandum covers the subject matter in 
discussed in a manner sufficient to indicate the policy considerations inv : 
For obvious reasons any circulation of the attached memorandum should be 
held to a minimum. 

Very truly yours, 
Frep M. Gass, President. 


MEMORANDUM 


It will be recalled that at the meeting of the industry in Washington last 
year with respect to the cargo program of the certificated airlines, the pre- 
viously adopted eight-point program was reaffirmed and its presentation to the 
Civil Aeronautics Board as the position of the certificated air carriers was di- 
rected. Such program involved the cancellation of existing agreements between 
the air carriers and the Railway Express Agency although it provided for use 
of REA as a ground transportation agency of the air carriers through contractual 
relationship with Air Cargo, Inc. Certain industry executives were appointed 
as a committee to meet with officials of REA with respect to this and other 
matters of mutual interest to the RBA and the air carriers. Such informal 
meeting has been held and the participants therein desire to review the results 
with the ACI board of directors. 

It has further become patently clear that the policy position of the industry 
with respect to cargo be reviewed in the light of the past year’s actual experi- 
ence—with particular attention to the need for an indirect carrier and the roll, 
if any, of REA in such planning and operations. Informal discussions to date 
indicate that current thinking embraces the following alternative general pro- 
posals : 

1. Elimination of REA entirely and operation of a door-to-door cargo service 
by individual air carriers. Such plan would embrace the consolidation of 
ground transportation, terminal facilities, tariff publication, etc., through ACI, 
but would involve no indirect carrier for any type traffic. 

2. The same operation as proposed under plan (1) above, although utilizing 
the services of REA for pickup and delivery service on a contractual basis with 
ACI calling for nationwide service. It is contemplated that contractual arrange- 
ments with REA would embrace a profit to the express agency. 

3. Organization of a corporation for the handling of small package traffic (50 
to 75 pound limit) as an indirect air carrier. Corporation would be owned by 
the airlines through ACI with the exception of a minority stockholding by the 
REA. The indirect carrier would contract with REA for pickup and delivery 
on an exclusive basis. The indirect carrier would publish rates on a door-to-door 
basis which rates would embrace the line-haul charges of the air carriers as 
well as operating cost and ground transportation cost for door-to-door service. 
Rates for traflic (other than the small package traffic to be handled by the 
indirect air carrier) would be provided under individual tariffs published by 
the individual airlines on a door-to-door basis, and for this latter type of traffic 
pickup and delivery, terminal operations, tariff publication, étc., would be con- 
solidated through ACI in the same manner as now existent with the exception 
of the fact that REA would be a contracting party, on a nonexclusive basis, for 
provision of ground transportation and other services. 

4. Organization of a corporation for the handling of all traffic as an indirect 
air carrier. The corporation would be owned by the certificated air carriers 
with a minority stockholding by REA. The indirect air carrier would contract 
with REA for pickup and delivery and other operational services on a non- 
exclusive nationwide basis. Traffic would be routed by the indirect carrier 
in accordance with a predetermined formula, except that traffic routed by the 
consignor would follow designated routing. Indirect air carrier would publish 
rates on a door-to-door basis, which rate structure would embrace payment to 
the air carriers of rates published for the line haul plus overhead of the indirect 
carrier and cost of ground transportation. 

A ful! dissertation on each proposal above doés not appear necessary in order 
to permit full discussion of the policy considerations therein reflected. It is dear 
that in each proposal desire is present to eliminate certain existent relation- 


77632—57—pt. 1, vol. 3-34 
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ships and practices between the airlines and RHA and to assure existence in 
any future program adopted of the following fundamental considerations: 
1. Control of sales and operational practices and policies by the air carriers, 
2. Control over rate structure for line haul by the air carriers. 
3. Use of common facilities and agencies for ground transportation, terminals, 
tariff publication, etc., when economies would be effected and efficiencies realized. 
It is desired that the discussion on Wednesday, March 10, result in agreement 
as to future action with respect to this subject pending further consideration 
by the entire industry. 


Ate Careo, INC., 
Washington, D. C., Auyust 11, 1948. 
To: Heads of airlines. 
Board of Directors of Air Cargo, Inc. 
Subject: Progress Report—Air Freight Project of Public Relations Advisory 
Committee. 

GENTLEMEN: The decision was reached at an informal meeting of airline offi- 
cials, and subsequently endorsed by the board of directors of ATA on June 22, to 
organize a campaign for the purpose of bringing the position of the certificated air 
carriers in the Air Freight case to the attention of the public in a forceful and 
effective manner. Although the actual execution of the program adopted was 
largely the responsibility of Messrs. Ramspeck and Thompson of the ATA I was 
requested to “coordinate” the activities of the many individuals concerned in 
carrying.out the various aspects of the program planned. As a matter of infor- 
mation there is herewith attached an informal interim report of activities to 
date. 

Very truly yours, 
Frep M. GLass. 


PROGkESS Report, Air FREIGHT PROJECT OF PUBLIC .RELATIONS ADVISORY 
COMMITTEE, AueUST 11, 1948 


During the month of July substantial progress has been made in furthering the 


objectives of the airfreight public relations project, Activities have been con- 
ducted along two main channels: the first has been an advertising campaign by 
ATA through paid advertisements and direct mail, and the second has been a 
personal contact campaign by airline personnel involving distribution to local 
newspapers, radio stations, chambers of commerce, Government officials, etc., of 
informative publications by the ATA to be used as the basis for editorials, news 
stories, and speeches, 

Copies of the direct advertising campaign material are attached hereto and 
consist of the following: : 

1. Double-page advertisement, entitled “A real job of developing air cargo has 
been done by the Established Airlines,” appeared in the following magazines on 
the dates indicated : 

Broadcasting, July 5, 1948. 
Bditor and Publisher, July 3, 1948. 
Publishers’ Auxiliary, July 10, 1948. 

2. Double-page advertisement, entitled “Veterans and the Airlines,” appeared 
in the foregoing magazines on July 10, July 12, and July 17, 1948, respectively. 

3. News release entitled “The Established Airlines and Air Cargo” was sent to 
editors of 4,000 smalitown dailies and weeklies. 

4. Pamphlet entitled “Fact and Fiction Regarding the Nation’s Airlines” was 
sent to editors of 4,000 smalltown dailies and weeklies, to aviation writers, and to 
members of Senate and House of Representatives with covering letter. 

Reprints of the foregoing advertisements and copies of the news release and 
pamphlets were distributed to public relations and publicity directors of member 
airlines for use as background material for speeches, etc. The pamphlets were 
also distributed directly to the member airlines for distribution in seat pockets, 
ticket counters, mailings, and personal contacts generally, 

The direct personal contact campaign was organized on a nationwide basis. 
Twenty-one regions, embracing all 48 States, the District of Columbia, Hawaii, 
and Alaska were established, with one airline serving the region being respon- 
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sible for the conduct of the program and with all airlines serving the region 
participating.. A summary of pogress reports received from the airlines responsi- 
ble for the programs in the various regions follows: 


TWA—California, Kansas, Missouri 
Meetings held; specific assignments given to all participating airline person- 
nel; ATA material distributed to program personnel; newspapers and chambers 
of commerce visited. . 
Special attention was devoted to peculiar situation in California, where appli- 
cant operators are regarded as favorite sons. 


Braniff—Teras Oklahoma, Arkansas 

ATA materials have been distributed to all station managers with cover letter 
stating that there is no desire to initiate publicity in these States because of the 
small amount of attention which has been paid to the issue to date. Station 
managers to whom material has been sent were advised to use the material 
only when necessary to correct erroneous opinions or to supply information on 
request of local groups. 


United—Oregon, Washington, Nebraska, South Dakota, Iowa, Illinois, Indiana, 
Maine, New Hampshire, Vermont, Massachusetts, Connecticut, Rhode Island 
Reports have been received from all areas, except Oregon and Washington. 

The reports indicate that chairmen have been appointed, meetings have been 

held, assignments made, and to a large extent the assignments have been com- 

pleted. The ATA material has been distributed to newspapers, radio stations, 
chambers of commerce, and other groups. 


Northwest—North Dakota Minnesota, Wisconsin 


The only report received, dated July 26, states that the program is being organ- 
ized but is not yet under way. 


American—Michigan, Ohio, New York, New Jersey, Pennsylwania, Delaware, 
West Virginia 

' The report dated July 23 states that chairmen have been appointed, local com- 

mittee meetings held, assignments made, and ATA material and instructions dis- 

tributed to airline personnel for program use. 


Delta—Kentucky, Tennessee, Louisiana, Mississippi 


Chairmen appointed; ATA material distributed to airline personnel; local 
radio stations and newspapers at all points contacted. Reports received from 
11 of the Delta station managers indicate that the ATA materials have been 
distributed at such local points in accordance with instructions. 


Eastern—Virginia, North Carolina, South Carolina, Florida 


Distribution of ATA materials with explanatory cover letter sent to all traffic 
and sales managers, station managers and traffic and sales representatives under 
date of June 28. No subsequent report received to date. 


ATA—Maryland, District of Columbia 


Meeting of all airline publicity representatives held in Washington June 24; 
specific assignments made and ATA information distributed. Effort was di- 
rected mainly toward major columnists, special feature writers, and radio com- 
mentators in Washington. Report dated July 2 indicates substantial progress. 

Progress reports have not as yet been received from the following airlines 
with respect to the areas indicated: 

Airline and area: 
United—Oregon, Washington 
Western—Idaho, Utah, Montana, Wyoming, Nevada. 
Continental—Colorado, New Mexico, Arizona 
Braniff—Texas, Oklahoma, Arkansas 
Alaska Airways—Alaska 
Pan American—Hawaii 

Progress reports received to date indicate that substantial progress toward 
attainment of the project goal has been achieved by a number of the partici- 
pating airlines. More complete information from the area embraced in previous 
reports and specific information with respect to the areas above named should 
be forwarded immediately. 
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AIR TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C. August 3, 1949. 


[For use of members only—not for public information or dissemination] 


Subject : Minutes of Public Relations Advisory Committee meeting, Air Transport 
Association Offices, Washington, D. C., Monday, June 20, 1949, 10 a. m. 


Members present: 
Rk. M. Rummel, chairman, UAL Willis Player, PAA 
Jack Kemp, PAL Lou Garcia, PAG 
Larry Kiel, C. & 8. Alex Anderson, NWA 
Leo Murphy, Robinson Gordon Gilmore, TWA 
R. ©. MeInnes, TCA Hayes Dever, CAP 
D. W. Wallace, CPA John Thompson, ATA 
k. Doherty, AA Dolores Peterson, ATA, Recording Secretary 


I. ATA PUBLIC RELATIONS 


An explanation of the Air Transport Association public relations budget re- 
trenchment was given by John Thompson. The committee recommended that 
the ATA make a study of the Association of American Railroads public relations 
activities and, if possible, obtain figures on their budget. 


II. AIRFREIGHT CASE 


A report on the status of the airfreight case was given by John Thompson, 
together with an explanation of the special New York meeting of airline presi- 
dents at which assignments were made for a campaign to educate Congress on 
this subject. It was point out that the airlines, should the case be lost before 
the CAB, would probably take it to court and that the airlines would have an 
excellent chance of winning a court decision. It was pointed out by members of 
the committee that there are several lessons to be learned from the experience in 
the airfreight case and it was emphasized that the nonskeds had been far 
more active and vigorous than the scheduled lines and had done an excellent job 
of selling the public on their side of the story. 

It was also pointed out that a continuing job of good public relations on the 
part of the scheduled airlines would help to prevent temporary losses in public 
stature such as may have been incurred in connection with the airfreight case. 
It was recommended that the ATA should be doing public opinion sampling on 
a continuing basis if the budget ever allows. 


UNITED STATES OF AMERICA 


Civit AERONAUTICS BoarD 
WASHINGTON, D. C. 


Adopted by the Civil Aeronautics Board at its office in Washington, D. C. on the 
31st day of December 1947 


Agreement C. A. B. No. 1041 


IN THE MATTER OF AN AGREEMENT FILED PURSUANT TO SECTION 412 (A) OF THE 
Act Between ALL AMERICAN AVIATION, INC., AND SIXTEEN OTHER AIR CARRIERS 
RELATING TO THE ESTABLISH MENT OF AIR Cargo, INC. 


ORDER APPROVING AGREEMENT 


There having been filed with the Board pursuant to section 412 (a) of the act 
and part 251 of the economic regulations, an agreement between All American 
Aviation, Inc., and 16 other air carriers, providing for the establishment of Air 
Cargo, Inc., evidenced by Agreement CAB No. 1041; 

The Board finding that the agreement provides that member air carriers of 
Air Cargo, Inc., agree to utilize that corporation in the performance of certain 
ground terminal operations in connection with the transportation of air cargo 
such as ground transportation incidental to airline hauls; the facilitation of joint 
interline movement of air cargo over the lines of member air carriers; the ar- 
rangement for joint interline agreements and services with other common car- 
riers for over-the-road hauls in connection with transportation of property by 
surface carriers and aircraft; the provision of cargo terminals; and the per- 
formance of other services and provision of other facilities incidental to these 











MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1945 


enumerated matters; and to act as agent for the member air carriers in certain 
other related matters; and 

It having been represented to the Board that Air Cargo, Inc., will not have 
responsibility for nor control over, the rates, charges, rules, regulations, or 
practices applicable to air transportation; that it will not issue or sign any 
shipping contract or document except in the name of and as agent for a member 
air carrier party to the agreement; that it will not assume any responsibility 
to the consignor or consignee of any property transported by air; and it will not 
hold itself out to the public to perform any service or accept any responsibility 
except as agent for a member air carrier party to the agreement; and 

The Board not finding that the agreement will be adverse to the public inter- 
est or in violation of the act if approved upon the basis of the representations 
and findings set forth above and subject to the following conditions : 

(1) That Air Cargo, Inc. and its member air carriers supply to the Board 
copies of such agreements and documents and submit such information in 
relation to the activities of Air Cargo, Inc. as may be prescribed or requested 
by the Economic Bureau of the Board ; 

(2) That any holder of a certificate of public conveni and necessity 
issued by the Board authorizing transportation of prope by aircraft be 
authorized to participate in Air Cargo, Inc., as a matter of right; 

The Board further finding that the future development of Air Cargo, Inc., is 
uncertain and that its activities may require future reconsideration of the ap- 
proval granted herein; and 

The Board further finding that approval of the agreement dees not constitute 
a determination of the reasonableness, for any purpose under the Civil Aeronau- 
tics Act, of payments by member air carriers to or on account of Air Cargo, 
Inc. ; and 

There having been filed with the Board a petition in this proceeding by the 
Brotherhood of Railway Clerks requesting the Board to impose certain con- 
ditions in its order of approval for the protection of member air carrier employees 
affected as a result of the operations of Air Cargo, Inc. or in the alternative 
that the matter be assigned for hearing; and 

The Board further finding that the said petition does not set forth sufficient 
grounds to warrant the relief requested therein; and that approval of the agree- 
ment shall be reconsidered in the event that at any time a showing is made that 
the interests of air carrier employees at a particular airport or place have been, 
or are about to be, substantially adversely affected on account of the extension to 
said airport or place of the terminal operations by Air Cargo, Inc. 

IT IS ORDERED THAT: 

1. Agreement CAB No. 1041 be and it hereby is approved subject to the condi- 
tions set forth above. 

2. The said petition of the Brotherhood of Railway Clerks, filed in this proceed- 
ing on August 22, 1947, be and it hereby is denied without prejudice. 

By the Civil Aeronautics Board: 

[SEAL] M. C. Murriean, Secretary. 


Aprit 10, 1947. 
CIvi, AERONAUTICS BOARD, 
Washington, D. C. 


GENTLEMEN: In accordance with the provisions of section 412 (a) of the 
Civil Aeronautics Act of 1938, as amended, and regulations issue thereunder, we 
are submitting herewith three true and complete copies, one of which is cer- 
tified by the secretary of the company of an “agreement among certain air car- 
riers relating to air cargo services,” dated as of March 1, 1947, and executed 
by the following air carriers: 


All American Aviation, Inc. Inland Air Lines, Inc. 

American Airlines, Inc. Mid-Continent Airlines, Inc. 

Braniff Airways, Inc. National Airlines, Inc. 

Chicago & Southern Air Lines, Inc. Northeast Airlines, Inc. 

Colonial Airlines, Ine. Pennsylvania-Central Airlines Corp. 
Continental Air Lines, Inc. Transcontinental & Western Air, Inc. 
Delta Air Lines, Inc. United Air Lines, Inc. 

Eastern Air Lines, Inc. Western Air Lines, Inc. 


Please acknowledge receipt of this letter and copies of the above-mentioned 
agreement. 
Very truly yours, 


PENNSYLVANIA-CENTRAL AIRLINES Corp. 
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CERTIFICATION 


WASHINGTON, D. C., April 10, 1947. 


I Hayes Dever, the duly elected secretary of Pennsylvania-Central Airlines 
Corp., do hereby certify that this is a true and complete copy of the original 
written agreement executed by the parties and entitled “Agreement Among 
Certain Air Carriers Relating to Air Cargo Services,” dated as of March 1, 1947. 


Secretary, Pennsylvania-Central Airlines Corp. 


AGREEMENT AMONG CERTAIN AIR CARRIERS RELATING TO ArIR-CARGO SERVICES 


Where the parties are air carriers authorized by certificates of public con- 
venience and necessity issued pursuant to the Civil Aeronautics Act of 1938 as 
amended, to engage directly in the transportation of property between various 
points in the United States; and 

Whereas the parties desire further to coordinate their respective services 
in the continental United States with respect to the transportation of property, 
both with one another and with those rendered by other common carriers, so 
as to provide a complete and integrated system for the transportation of property 
by air to and from all points in the United States; and 

Whereas in order to promote maximum efficiency and to eliminate unnecessary 
duplication of expense, the parties desire to employ Air Cargo, Inc. to perform, 
on their behalf and in their names or as principal, certain services and to pro- 
vide certain facilities required in connection with the handling of air cargo; 
and 

Whereas the authorized shares of stock of Air Cargo, Inc. are 1,000 shares, 
each of no par value, of which 544 shares are outstanding ; and 

Whereas the stockholders of Air Cargo, Inc. and the shares of stock respec- 
tively held by them are as follows: 


Stockholder : Shares held 
All American Aviation, Inc 
American Airlines, Inc 
Braniff Airways, Inc 
Chicago & Southern Air Lines, Inc 
Colonial Airlines, Inc 
Continental Air Lines, Inc 
Delta Air Lines, Inc 
Eastern Air Lines, Inc 
Inland Air Lines, Inc 
Mid-Continent Airlines, Inc 
National Airlines, Inc 
Northeast Airlines, Inc 
Northwest Airlines, Inc 
Pennsylvania-Central Airlines Corp 
Transcontinental & Western Air, Inc 
United Air Lines, Inc 
Western Air Lines, Ine 


Now, therefore, for and in consideration of the premises and the mutual coy- 
enants hereinafter contained, the parties hereto agree as follows: 

1. Each of the parties will continue to engage in the transportation of property 
by air through the medium of air express and directly conducted airfreight ser- 
vices to be rendered until such time as air express and airfreight services may 
be combined, as hereinafter contemplated. To that end, each party will— 

(a) Within 5 days after this agreement becomes effective, execute and 
deposit, in accordance with its terms, a counterpart of the interim agreement 
governing the publication and maintenance of certain consolidated air- 
freight tariff, if it has not previously done so; 

(6) Use its best efforts and proceed diligently to effect promptly and to 
maintain mutually satisfactory arrangements with the other parties hereto, 
and with other common carriers of property, for the handling and transfer of 
shipments of property requiring the services and facilities of more than one 
carrier, and for the maximum coordination of its and their respective services. 
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(c) Consult and cooperate with the other parties hereto in effecting, 
maintaining, and improving arrangements, described in paragraph (0) above 
with carriers not parties to this agreement. 

2. Each of the pacties will vote any shares of stock of Air Cargo Inc. that it 
may own to the end that the certificate of incorporation of Air Cargo Inc. be 
amended in substantially the manner set forth in a proposed certificate of amend- 
ment of certificate of incorporation of Air Cargo, Inc., attached hereto as exhibit 
1, and to the end that the present bylaws of Air Cargo, Inc. be repealed and new 
by-laws in substantially the form attached hereto as exhibit 2 be adopted. 

8. Each of the parties who is also a stockholder of Air Cargo, Inc. on the effec- 
tive date of this agreement will promptly do all things appropriate and required to 
cause Air Cargo, Inc. to issue, and to offer for sale to each party to this agreement 
who is not then a stockholder of Air Cargo, Inc., 4 shares of its stock at a price of 
$20 per share. Hach of the parties to which such offer is made will purchase the 
shares so offered within 30 days after the date of such offer. 

4. Each of the parties will vote the shares of stock of Air Cargo, Inc. owned by 
it to the end that no common stock shall be issued to any person unless such person 
shall offer to enter into an agreement with each party hereto providing for sub- 
stantialy the same rights and obligations as are now provided by this agreement. 

5. None of the parties will transfer, sell, assign, pledge, encumber, or other- 
wise dispose of any of its shares of common stock of Air Cargo, Inc, to any person 
unless such person offers to enter into an agreement with each party hereto pro- 
viding for substantially the same rights and obligations as are provided for in this 
agreement. 

6. (a) At every stockholders’ meeting for the election of a board of directors, 
each of the parties will vote its stock of Air Cargo, Inc. for the election of 
nominees for directors designated as follows: 

(1) One nominee designated by at least five of the airline members of 
the board of directors, which nominee shall not be an officer, director, em- 
ployee, attorney, agent, or controlling stockholder of any party hereto; 

(2) Four nominees, of whom each of the four largest stockholders of 
record entitled to vote at such an election (including with each such stock- 
holder any subsidiary thereof) shall designate one and no more; and 

(3) One nominee for each of the remaining directorships, to be designated 
by the stockholders of record entitled to vote at such an election (except 
the aforesaid four largest stockholders and any subsidiary thereof), either 
by agreement or by vote amongst them in the same manner as though 
entitled to cumulative voting rights. 

(b) In the case of any vacancy in the board of directors each of the parties 
will cast its votes for the election of a nominee designated in the same manner 
as the member whose death, resignation, or disqualification caused the vacancy. 

7. Each of the parties hereby confers upon Air Cargo, Inc. full power and 
authority, on its behalf, subject only to a limitation upon payment that may 
be due for services in the several amounts set forth hereinafter in this para- 
graph 7, to negotiate and execute agreements or arrangements (if and only if 
any such agreement or arrangement confers the right on the parties thereto 
and Air Cargo, Inc. to cancel the agreement or arrangement on not more than 
60 days’ notice), and to renew, modify, cancel, or terminate in accordance with 
the terms hereof, any existing arrangement, by or between any of the parties 
hereto and any other party or parties engaged in performing under contract 
pickup and delivery or other services with respect to the handling of airfreight, 
air cargo, or air express (including, without limitation, the air express agree- 
ment between the respective parties and the Railway Express Agency, Inc.), 
provided, however, that insofar as the foregoing delegates authority to cancel 
or terminate any existing arrangements which have heretofore been filed with 
and approved by the Civil Aeronautics Board, the exercise thereof shall be sub- 
ject to either (@) approval of the cancellation or termination of such an existing 
arrangement by the Civil Aeronautics Board, or (6) the approval of this agree- 
ment by the Civil Aeronautics Board. It is agreed and understood in this con- 
nection that it is the purpose and intent of this agreement that Air Cargo, Inc. 
should have responsibiliy for: 

(a) Determining the date upon which each party hereto shall combine and 
operate as a single air-cargo service its air express and airfreight services 

(which date shall be the same for all parties hereto), and shall make avail- 
able to all shippers of air cargo, on an optional basis, such special services as 
may be practicable to meet shippers’ requirements; and each of the parties 
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will, on and after such date, take such action as may be appropriate to 
effect such objective ; 

(b) Providing, directly or by contract, pickup, and delivery services at 
all points within the continental United States served by any party hereto, 
and tripper services between such points and the airports through which 
they are served. 

(c) Previding, directly or by contract, terminal facilities and services in- 
cidental to the proper handling of airfreight and air cargo at all such points; 
and 

(d) Providing, directly or by contract, clerical, accounting, and other 
services which may be desired by the parties hereto in the interest of pro- 
moting maximum efficiency, eliminating unnecessary duplication of expense, 
and coordination of their respective airfreight and air-cargo services with 
one another and with those rendered by other common carriers of property. 

Each of the parties will promptly execute an agreement with Air Cargo, Inc., 
in the form attached hereto as exhibit 3, to pay to it, as provided therein, the 
amount hereinafter set opposite its name, or $40 if not so named, for the services 
and consideration recited in such proposed agreement : 


All American Aviation, Inc 

American Airlines, Ine 

Braniff Airways, Inc 

Chicago and Southern Air Lines, Ine 

Colonial Airlines, Ine 

Continental Air Lines, Inc 

Delta Air Lines, Ine 

Eastern Air Lines, Inc 

Inland Air Lines, Inc 

Mid-Continent Airlines, 

Northwest Airlines, Inc 

Pennsylvania-Central Airlines Corporation 

Transcontinental & Western Air, Inc 19, 570 
Cee en eee eee ee sete rae eee 24, 510 
Western Air Lines, Inc 5 


8. The parties will consult together and exchange information from time to 
time with respect to the points on which, and the manner in which, the sevices 
and facilities of Air Cargo, Ine. can be utilized to best advantage and to their 
mutual benefit. 

9. This agreement may be executed in any number of counterparts. All of such 
counterparts taken together shall constitute one original instrument. This agree- 
ment shall become effective as between the parties as soon as it has been signed 
by the holders of 80 percent of the then outstanding common stock of Air Cargo, 
Ine. It shall become effective thereafter with oe to any other qualified air 
carrier signing such agreement prior to April 30, 1947 immediately upon the 
signature of such company. 

10. This agreement shall terminate with respect to any party thereto upon 
the disposal of the shares of common stock of Air Cargo, Inc., owned by it in 
accordance with this agreement and with the certificate of incorporation of Air 
Cargo, Inc. This agreement shall terminate upon the written consent of the 
holders of 75 percent of the then outstanding common stock of Air Cargo, Ine. 

In witness whereof the parties hereto have caused this agreement to be exe- 
cuted by their respective corporate officers duly authorized to do so, and have 
caused their respective corporate seals to be affixed hereunto and to be attested, 
as of the last day of March 1947. 





Attest: 


[SEAL] 


XHIBIT 1 
CERTIFICATE OF AMENDMENT OF CERTIFICATE OF INCORPORATION OF AIR CarGo, INC. 


We, the undersigned, , a vice president, and 
the secretary, of Air Cargo, Inc., a corporation of the State of Delaware do hereby 
certify as follows: 

1. The following amendment of the certificate of incorporation of said Air 
Cargo, Inc., has been duly adopted in accordance with the provisions of section 
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26 of chapter 65 of the Revised Code of Delaware, as amended, such amendment 
being effected by striking out all of the present articles 3, 4, 9, 10, 11, and 12 of 
said certificate of incorporation, and substituting lieu of said articles 3, 4, 9, 
and 10 new articles 3, 4. 9, and 10, respectively, reading as follows: 

Third: The nature of the business or objects or purposes to be transacted, 
promoted, or carried on are: 

(a) To design, promote, finance, build, construct, equip, purchase, lease or 
otherwise acquire, own, maintain, improve, extend, operate, manage, mortgage 
or otherwise hypothecate, lease, sublease, sell, exchange or otherwise dispose 
of and also to obtain and grant rights, powers, licenses, privileges, franchises and 
concessions with respect to or in connection with— 

(i) buildings, stations, depots, ramps, offices, hangars, and such other 
structures and activities used or useful in connection with the aerial trans- 
portation of property, mail, and other cargo as may be supplementary to 
the foregoing, including, without limiting the generality of the foregoing, 
warehouses, storehouses, refrigerating plants, shops, garages, and parking 
areas; 

(ii) equipment and facilities of every kind and character used or useful 
in connection with the handling, transferring, transporting, loading, unload- 
ing and storage of property, mail, and other cargo incident to the aerial 
transportation thereof ; and 

(iii) any and all properties, structures, facilities, equipment, and appur- 
tenances of any and every kind and character used or useful for or in con- 
nection with or in aid of the foregoing. 

(b) To engage in, carry on, conduct, manage, and transact any and every 
kind of business having to do with the furnishing of facilities and services of 
any and every kind and character used or useful for or in connection with or 
in aid of aerial transportation of property, mail, and other cargo, including but 
not limited to facilities and services for or in connection with airports, hangars, 
terminals, stations, depots, aircraft and aircraft equipment, or required by or 
for the safety, comfort or convenience of the operator of any aircraft, his or its 
passengers, patrons, employees, agents, guests or invitees. 

(c) To design, make, build, construct, manufacture, purchase, lease or other- 
wise acquire, hold, own, improve, repair, service, manage, operate, mortgage or 
otherwise hypothecate, sell, lease, sublease or otherwise dispose of and also to 
obtain and grant rights, powers, licenses, privileges, franchises and concessions 
with respect to or in connection with any and every kind of property, equipment, 
device or facility, used or useful for or in connection with or in aid of aerial 
transportation of property, mail, and other cargo. 

(d) To engage in, carry on, conduct, manage, and transact, any and every kind 
of business having to do with transportation, loading, unloading, storage, and 
transfer services of any and every kind and character used or useful for or in 
connection with or in aid of aerial transportation of property, mail, and other 
cargo, including without limitation, the business of carrying, transporting, de- 
livering, unloading, loading, storing, or transferring, either as common carrier, 
contract carrier, or otherwise, property, mail, and other cargo, by any vehicle or 
means of transportation or conveyance whether now known or hereafter invented 
or developed. 

(e) To purchase or otherwise acquire all or any part of the property, assets, 
rights, business, and goodwill, and to undertake and assume all or any part of 
the duties, liabilities, and obligations, of any person, firm, partnership, associa- 
tion, corporation, or other legal entity, in furtherance of any power herein con- 
ferred, and to pay for the same in cash, bonds, notes, or other securities or 
obligations of the corporation or otherwise. 

(f) To obtain or otherwise acquire from any person, firm, partnership, asso- 
ciation, corporation, or other legal entity, public or private, domestic or foreign, 
or from the government of any country, territory, state, municipality, or of any 
political or administrative subdivision or department thereof, any and all 
powers, rights, privileges, immunities, franchises, guaranties, grants, and con- 
cessions which the Corporation may deem desirable, in furtherance of any power 
herein conferred. 

(9) To apply for, obtain, register, purchase, lease, or otherwise acquire, hold, 
use, exploit, operate, exercise, develop, manufacture under, introduce, sell, 
assign, lease, grant licenses in respect of or otherwise dispose of, pledge or 
otherwise give liens upon or against, invest, trade and deal in, and with or 
otherwise turn to account and otherwise contract with reference to, letters 
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patent, copyrights, trademarks and trade names, licenses with respect thereto, 
and any and all inventions, improvements, apparatus, appliances, processes, 
formulae, designs, or rights used in connection with or secured under letters 
patent or otherwise, whether of the United States of America or of any other 
government or country ; and to engage in, carry on, conduct, manage, and trans- 
act any business which may be deemed, directly or indirectly, to aid, effectuate, 
or develop the same or any of them. 

(h) To make, enter into, and perform contracts and arrangements of every 
kind and description for its corporate purposes with any person, firm, partner- 
ship, association, corporation, or other legal entity, public or private, domestic 
or foreign, and with the government of any country, territory, state, municipal- 
ity, or of any political or administrative subdivision or department thereof, 
including, without limiting the generality of the foregoing, contracts or agree- 
ments with the holders of its securities and others with whom it may do business 
under which such persons may be entitled to receive refunds or adjustments 
based upon business done with the corporation. 

(i) To borrow and raise money for its corporate purposes and, without limit 
as to amount, to draw, make, accept, endorse, execute, issue, and deliver promis- 
sory notes, drafts, bills of exchange, warrants, bonds, debentures, and other 
negotiable or nonnegotiable instruments, obligations, and evidences of indebted- 
ness of any nature, and to secure the payment thereof and the interest thereon 
by mortgage upon or pledge, deed, conveyance, or assignment in trust of the 
whole or any part of the property of the corporation, whether at the time owned 
or thereafter acquired, and to sell, pledge, or otherwise dispose of such bonds, 
debentures, notes, or other obligations or evidences of indebtedness. 

(j) To subscribe for, purchase, borrow, or otherwise acquire, own, hold, sell, 
lend, exchange, pledge, hypothecate, or otherwise dispose of, invest, trade, and 
deal in and with or otherwise realize upon, alone or in syndicates or otherwise 
in conjunction with others, stocks, bonds, debentures, notes, acceptances, bills of 
exchange, warrants, or other securities made, created, or issued by any person, 
firm, partnership, association, corporation, or other legal entity, public or private, 
domestic or foreign, or by the government of any country, territory, state, munici- 
pality, or any political or administrative subdivision or department thereof, and 
any and all trust, participation, or other certificates of or for, or receipts evidenc- 
ing interest in, any such securities, in whole or in part, its own shares of stock, 
bonds, debentures, notes, evidences of indebtedness, or other securities, or to 
make payment therefor by any other lawful means; and, while the owner or 
holder of any such securities or of any interest therein, to possess and exercise 
all the rights, powers, and privileges of ownership, including the right to vote 
thereon for any and all purposes. 

(k) To aid by loan, subsidy, guaranty, or in any other lawful manner any 
person, firm, partnership, association, corporation or other legal entity, public 
or private, domestic or foreign; to guarantee the payment of dividends on any 
stock or the payment of the principal of, or interest on, any obligations issued or 
incurred by any such person, firm, partnership, association, corporation or other 
legal entity ; and to do any and all other acts and things for the enhancement, 
protection and preservation of any securities which are in any manner directly 
or indirectly, owned, held or guaranteed by the corporation, and to do any and all 
acts and things designed to accomplish any such purpose. 

(1) To guarantee or underwrite securities or obligations, contractual or other- 
wise, of any other person, firm, partnership, association, corporation or other legal 
entity, public or private, domestic or foreign, and to indemnify or hold harmless 
such other person, firm, partnership, association, corporation or other legal entity, 
with or without consideration therefor and whether or not this corporation may 
be a creditor of or have an interest in any such person, firm, partnership, associa- 
tion, corporation or other legal entity, by reason of stock ownership or otherwise. 

(m) To purchase, hold, sell or transfer the shares of its own stock or any of 
its securities or other obligations or any rights therein: Provided, That it shall 
not use its funds or property for the purchase of shares of its own stock when 
such use would cause an impairment of its capital, except as otherwise permitted 
by law: And provided further, That shares of its own stock belonging to it shall 
not be yoted upon directly or indirectly. 

(n) To have and maintain one or more offices and to conduct and carry on any 
or all of its operations anywhere in the world. 

(0) To organize or cause to be organized under the laws of any country, terri- 
tory, state or political or administrative subdivision or department thereof, any 
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corporation or corporations for the purpose of accomplishing any or all of the 
objects for which the Corporation is organized, and to dissolve, wind up, liquidate, 
merge or consolidate any such corporation or corporations or to cause the same to 
be dissolved, wound up, liquidated, merged or consolidated. 

(p) To do any and all things herein set forth, to the same extent as a natural 
person might or could do as a principal, factor, agent, contractor or otherwise, 
either alone or through or in conjunction with any other person, firm, partner- 
ship, association, corporation or other legal entity, and in any part of the world 
outside of the State of Delaware and, so far as permitted by law, within the said 
State; and, in general, to do all and everything necessary suitable or proper for 
the accomplishment of any of the purposes or the attainment of any one or more 
of the objects herein enumerated; and to engage in any and all lawful business 
whatever, necessary or convenient in connectoin with, or incidental to, the exer- 
cise or attainment of any of the powers or purposes hereinbefore specified, except- 
ing such as are forbidden by law. 

The foregoing clauses shall be construed both as objects and powers, and the 
matters expressed in each clause shall, except as otherwise expressly provided, be 
in no way limited by reference to or inference from the terms of any other clause, 
but shall be regarded as independent objects and powers and the enumeration 
herein of any specific powers shall not be construed to limit or restrict in any man- 
ner the exercise by the corporation of the general powers now or hereafter con- 
ferred upon corporations by the laws of the State of Delaware, nor shall expression 
of one thing be deemed to exclude another of like nature but not expressed: Pro- 
vided, however, That no power or object hereinbefore conferred shall be deemed 
to authorize the Corporation to do any acts or things which would constitute the 
Corporation an air carrier under the Civil Aeronautics Act of 1938, as now 
amended. 

Fourth: The total number of shares of stock which the corporation shall have 
authority to issue is 20,000 shares of common stock all of which shall be without 
par value. Shares of common stock of the corporation hereby or hereafter 
authorized may be issued by the corporation from time to time for such considera- 
tion permitted by law as may be fixed from time to time by the board of directors ; 
said board shall have authority, as provided by statute, to determine that only 
a part of the consideration which shall be received by the corporation for any 
shares of its common stock which it shall issue from time to time shall be capital. 

No holder of any of the shares of stock or securities of the corporation now or 
hereafter authorized shall have any preemptive right to subscribe for or receive 
any stock or securities of the corporation now or hereafter authorized to be issued 
by the corporation. 

Ninth: The following provisions are adopted for the management of the busi- 
ness and for the conduct of the affairs of the corporation, and for defining, limit- 
ing, and regulating the powers of the corporation, the directors and the stock- 
holders: 

(a) The books of the corporation may be kept (subject to the requirements of 
any applicable laws) outside the State of Delaware at such place or places 
as may, from time to time, be designated by the board of directors. 

(b) The business of the corporation shall be managed by its board of directors ; 
and the board of directors may exercise all the powers of the corporation, includ- 
ing, but without limiting the generality of the foregoing, the power to create mort- 
gages upon or otherwise hypothecate, the whole or any part of the property of 
the corporation, real or personal, without any action of or by the stockholders, 
except as otherwise provided by statute, by this certificate of incorporation or by 
the by-laws. 

(c) The number of directors shall be fixed by the bylaws, subject to altera- 
tion, from time to time, by amendment of the bylaws. None of the directors 
need be a stockholder of the corporation. In the event of an increase in the 
number of directors, the additional directors shall be elected by the holders of 
the common stock to hold office until the next annual meeting of the stockholders 
and until their successors are elected and shall qualify. 

(d) The board of directors shall have the power, in its discretion, to fix, 
determine and vary, from time to time, the amount to be retained as surplus 
and the amount or amounts to be set apart out of any of the funds of the 
corporation available for dividends as a reserve or reserves for any proper pur- 
pose, and to abolish any such reserve in the manner in which it was created. 

(e) Each holder of common stock shall be entitled to one vote for each share 
of common stock held by him of record: Provided, however, That in all elections 
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of directors of the corporation, each holder of common stock shall be entitled 
to as many votes as shall equal the number of his shares of common stock, 
multiplied by the number of directors to be elected, and he may cast all of 
such votes for a single director or may distribute them among the number to 
be voted for, or any two or more of them as he may see fit. 

(f) In the absence of fraud, no contract or other transaction between the 
corporation and any other person, firm, partnership, association, corporation 
or other legal entity shall be affected or invalidated, merely by reason of the 
fact that any one or more officers or directors of the corporation, may be inter- 
ested in such contract or transaction either personally or as a stockholder, direc- 
tor, officer or otherwise of such other firm, partnership, association, corporation or 
other legal entity or as a stockholder, director, officer or otherwise of a firm, 
partnership, association, corporation or other legal entity which is a stockholder 
of such other firm, partnership, association, corporation or other legal entity 
or of this corporation, even though the vote of the director or directors or the 
signature of the officer or officers having such interest shall have been necessary 
to obligate this corporation upon such contract or transaction, or his presence 
necessary for purposes of a quorum: Provided, That such interest shall be 
fully disclosed to or known to the directors at the meeting at which such contract 
or transaction is authorized or confirmed. 

(g) Whenever a compromise or arrangement is proposed between this corpo- 
ration and its creditors or any class of them and/or between this corporation 
and its stockholders or any class of them, any court of equitable jurisdiction 
within the State of Delaware may, on the application in a summary way of this 
corporation or of any creditor or stockholder thereof, or on the application of 
any receiver or receivers appointed for this corporation under the provisins of 
section 3883 of the Revised Code of 1915 of said State, or on the application of 
trustees in dissolution or of any receiver or receivers appointed for this corpora- 
tion under the provisions of section 43 of the general corporation law of the 
State of Delaware, order a meeting of the creditors or class of creditors, and/or 
of the stockholders or class of stockholders of this corporation, as the case 
may be, to be summoned in such manner as the said court directs. If a 
majority in number representing three-fourths in value of the creditors or class 
of creditors, and/or of the stockholders or class of stockholders of this corpo- 
ration, as the case may be, agree to any compromise or arrangement and to any 
reorganization of this corporation as consequence of such compromise or arrange- 
ment, the said compromise or arrangement and the said reorganization shall, if 
sanctioned by the court to which the said application has been made, be binding 
on all the creditors or class of creditors, and/or on all the stockholders or class 
of stockholders, of this corporation, as the case may he, and also on this 
corporation. 

(h) Subject to any limitations prescribed by law, only air carriers (as defined 
by the Civil Aeronautics Act of 1938, as now amended) which are engaged in 
the operation of aircraft in interstate air transportation (as so defined) be- 
tween points within the continental United States (not including Alaska or 
the Canal Zone), shall be entitled to subscribe for, purchase or otherwise acquire 
or hold shares of common stock of the corporation. If any holder of such stock 
ceases to be such a carrier, the corporation shall have the option to purchase such 
stock at any time at a price per share equal to the book value (not including 
goodwill, organization expenses, or other similar intangibles) thereof deter- 
mined by the board of directors in accordance with well-established principles 
of accounting practice and as of the last day of the second month preceding 
the month in which such option is exercised. 

No holder of any share of common stock shall transfer, sell, assign, pledge, 
encumber, or otherwise dispose of any of his shares of common stock, and no 
such transfer, sale, assignment, pledge, encumbrance, or other disposition shall 
be valid, and no transfer of such shares of common stock shall be made upon 
the books of the corporation unless and until such holder of common stock 
shall have complied with the provisions of this paragraph (h). Such holder 
shall deliver to the corporation at its principal office (1) certificates for such 
shares of stock property endorsed for transfer with necessary stock transfer 
stamps attached ; and (2) a notice in writing addressed to the corporation, which 
notice shall evidence that such holder has a bona fide offer for such shares 
from a person qualified to acquire such stock and shall state the price which 
has been offered for such shares. At any time within 30 days after the receipt 
of such notice the corporation shall have the right to purchase all or any part 
of such shares at such price or, at its election, at a price per share equal to 
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the book value (not including goodwill, organization expenses, or other similar 
intangibles) thereof determined by the board of directors in accordance with 
well-established principles of accounting practice and as of the last day of 
the second month preceding the month in which such notice is given. 

If the corporation shall not within such 30-day period purchase all such 
shares, it shall, prior to the expiration of such period, transmit to each holder 
of common stock of the corporation (other than the stockholder giving the 
original notice) a copy of such notice, together with a statement of the number 
of shares specified in such notice which remain available for purchase, the 
alternative prices referred to above and the number of such available shares 
each stockholder is entitled to purchase. In fixing the number of such available 
shares each stockholder shall be entitled to purchase, the board of directors of 
the corporation shall apportion such available shares among such holders of 
common stock pro rata according to their respective holdings subject to such 
modification thereof as the board of directors of the corporation may determine 
in order to avoid the transfer of fractional shares. At any time within 30 days 
from the date on which notice and statement were transmitted by the corpora- 
tion each such holder of common stock shall have the right to purchase, in the 
same manner as the corporation could, such available shares of common stock 
set forth in such statement at either of the prices therein designated. 

If, after the expiration of such second 30-day period any of such available 
shares shall remain unsold, each holder of common stock (other than the stock- 
holder giving the original notice) shall have the right within a further 10-day 
period to purchase that portion of such remaining shares as the board of direc- 
tors of the corporation shall determine in the manner hereinabove set forth. 
If neither the corporation nor the stockholders purchase all the shares as here- 
inabove set forth, the holder of such shares shall have the right at any time with- 
in 6 months thereafter to transfer, sell, assign, pledge, encumber, or otherwise 
dispose of the remaining portion of such available shares at not less than the 
price stated in such notice, to any air carrier qualified to hold the same as above 
provided. 

Nothing contained in this paragraph (h) shall invalidate the transfer of shares 
of common stock of the corporation to a corporation acquiring all of the assets of, 
or a corporation resulting from or surviving a merger or consolidation involving 
the holder of such shares, if such corporation is otherwise qualified to hold such 
shares, 

Any shares of common stock of the corporation which shall have been trans- 
ferred, sold, assigned, pledged, encumbered, or otherwise disposed of, or shall 
be held, in violation of this paragraph (h) shall be deprived of all voting rights 
until such violation shall have been remedied. 

In the event that the right, title, or interest of any holder of common stock in 
and to all or any part of the shares of common stock held by him shall pass to, 
be transferred to, or be vested in, anyone other than such stockholder in any 
manner other than as above permitted, and whether by operation of law or other- 
wise and, without limiting the generality of the foregoing, in the case of any 
bankruptcy, insolvency, receivership, or other proceeding for the relief of debtors 
involving such stockholder or any shares of common stock held by him, or any 
enforcement of any rights or powers of sale, under any agreements of pledge or 
hypothecation, of any shares of common stock held by him, or any action or 
proceeding to enforce any lien or pledge upon, or any right of power of sale of, 
or to impress any lien upon, or to attach or sequester, at law or equity or 
otherwise, any shares of common stock held by him, such transfer shall, for 
all purposes hereof, be deemed to be a transfer subject to the same qualifications 
and restrictions as herein set forth with respect to any voluntary transfer except 
that in such event the notice herein required to be given by such holder of stock 
shall be given by his transferee or legal representatives. 

(i) After the issue of 20,000 shares of common stock, no shares of stock of the 
corporation having unconditional voting rights for the election of directors, and 
no securities convertible into such stock, whether now or hereafter authorized, 
shall be issued or sold by the corporation without the approval of the holders of 
7 percent of the common stock of the corporation then outstanding, given at a 
meeting of the holders of common stock duly called for that purpose. 

(7) The corporation reserves the right to amend, alter, change, add to or re- 
peal any provision contained in this certificate of incorporation in the manner 
now or hereafter prescribed by statute; and all rights herein conferred are 
granted subject to this reservation. Whenever a statute or any provision of this 
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certificate of incorporation requires that any corporate action (except the elec- 
tion of directors) be taken only upon the affirmative vote of stockholders of the 
corporation, no such action shall be taken without the affirmative vote of the 
holders of at least 75 percent of the common stock. 

(k) The board of direcors shall have power to make, alter, and repeal the 
bylaws subject to such restrictions upon the exercise of such power as are herein 
prescribed and as may be prescribed by the incorporators or by the stockholders 
in any bylaws adopted by them from time to time. 

Tenth: Any person made a party to any action, suit or proceeding by reason 
of the fact that he is or was a director or officer of the corporation or of any 
corporation which he served as such at the request of the corporation shall be 
indemnified by the corporation against all expenses actually and necessarily 
incurred by him in connection with the defense of such action, suit, or proceed- 
ing except in relation to matters as to which such director or officer shall be 
adjudged in such action, suit or proceeding to be liable for negligence or mis- 
conduct in the performance of duty as such director or officer. 

The amount of indemnity to which any officer or director shall be entitled 
shall be fixed by the board of directors, except that where there is no disinter- 
ested majority of the board available the amount shall be fixed by arbitration 
pursuant to the then existing rules of the American Arbitration Association. 

The indemnification granted hereunder shall not be deemed exclusive of any 
rights to which such director or officer may be entitled, under any bylaw, agree- 
ment, vote of stockholders, or at law, or in equity or otherwise. 

These provisions shall inure to the benefit of the legal representatives of any 
such director or officer. 

In witness whereof, we, said 

, have made this certificate 
under the seal of said Air Cargo, Inc., and have signed the same as vice president 
and secretary, respectively, of said Air Cargo, Inc. this 
October, 1946. 


By-Laws or Arr CArco, INc. 
ARTICLE I, STOCKHOLDERS’ MEETINGS 


SEeoTIon 1. Annual meetings. The annual meetings of stockholders shall be 
held on the fourth Tuesday in the month of January in each year, or, if that day 
be a legal holiday, on the next succeeding day not a legal holiday, at 10 o’clock 
in the forenoon, for the election of directors and the transaction of such other 
business as may come before the meeting. 

Sec. 2. Special meetings. A special meeting of the stockholders may be called 
by the Board of Directors or by any three (3) members thereof, or by the 
President, or by stockholders holding together at least twenty-five per cent 
(25%) of the outstanding stock entitled to vote, except as otherwise provided 
by statute or by the Certificate of Incorporation or any amendment thereto. 
The business transacted at each special meeting of the stockholders shall be 
confined to the purposes stated in the notice of such meeting. 

Sec. 3. Place of meetings. All meetings of the stockholders of the Corporation 
for the election of directors shall be held at the office of the Corporation in 
Washington, D. C., which place of meeting for such purpose shall not be 
changed within sixty (60) days next before the day on which the election is to 
be held. All other meetings of the stockholders shall be held at such places, 
within or without the State of Delaware, as may from time to time be fixed by 
the Board of Directors or as shall be specified or fixed in the respective notices 
or waivers of notice thereof. 

Sec. 4. Notice of meetings. Except as otherwise required by statute, notice 
of each meeting of stockholders, whether annual or special, shall be given by 
mailing, not less than ten (10) days previous to such meeting, postage prepaid, 
a copy of such notice addressed to each stockholder entitled to vote thereat at 
his post office address as the same shall appear on the books of the Corporation, 
unless he shall have filed with the Secretary of the Corporation a written 
request that notices intended for him shall be mailed to some other address, in 
which case it shall be mailed to the address designated in such request. Notice 
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of each meeting of stockholders shall be signed by the President or a Vice 
President or the Secretary or an Assistant Secretary. Except as otherwise 
required by statute, no publication of any notice of a meeting of stockholders 
shall be required. Every notice of a special meeting of stockholders, besides 
stating the time and place of the meeting, shall state briefly the purposes thereof. 

Sec. 5. Waivers. If any stockholder shall, in person or by attorney duly 
authorized, waive notice of any meeting, in writing or by telegraph, either before 
or after such meeting, notice thereof shall not be required as to him. 

Sec. 6. Quorum. At all meetings of stockholders, except where otherwise pro- 
vided by statute or by the Certificate of Incorporation or any amendment thereto, 
or by the By-Laws, the presence, in person or by proxy duly authorized, of 
the holders of a majority of the outstanding shares of stock entitled to vote 
shall constitute a quorum for the transaction of business; and, except as other- 
wise provided by law, or by the Certificate of Incorporation or any amendment 
thereto, or by the By-Laws, the vote, in person or by proxy, of the holders of a 
majority of the shares constituting such quorum shall be binding upon all stock- 
holders of the Corporation. In the absence of a quorum, a majority of the 
shares present in person or by proxy and entitled to vote may adjourn any 
meeting, from time to time, until a quorum shall attend, and at any such ad- 
journed meeting at which a quorum shall be present, any business may be trans- 
acted which might have been transacted at the meeting as originally called. 
Unless otherwise provided by statute, no notice of an adjourned meeting need 
be given. 

Sec. 7. Voting. Bach stockholder, at every meeting of the stockholders, may 
vote either in person or by proxy, but no proxy shall be voted on after three 
years from its date, unless such proxy provides for a longer period. Except where 
the transfer books of the Corporation shall have been closed or a date shall 
have been fixed as a record date for the determination of stockholders entitled 
to vote, as hereinafter provided, no share of stock shall be voted on at any elec- 
tion of directors which shall have been transferred on the books of the Corporation 
within twenty (20) days next preceeding such election of directors. At all 
elections of directors, and at any other time upon request of any stockholder 
present in person or by proxy and entitled to vote, the voting shall be by ballot. 

Sec. 8. Inspectors of election. The Board of Directors shall designate in- 
spectors of election to conduct the votes and balloting at meetings of the stock- 
holders. In default of such appointment inspectors of election shall be appointed 
by vote of the stockholders present in person or by proxy at the meeting. No 
candidate for the office of director shall act as an inspector of election at any 
meeting at which he is nominated as such candidate. All questions respecting 
the qualification of voters, the validity of proxies and the acceptance or rejection 
of votes or ballots shall be decided by such inspectors. Before acting at any 
meeting, the inspectors shall subscribe an oath or affirmation faithfully to 
execute their duties, with strict impartiality and according to the best of their 
ability. If any inspector appointed to act at any meeting is disqualified or 
declines to act, the stockholders present at the meeting in person or by proxy 
shall appoint another inspector to act in his place or stead. 

Sec. 9. Organization. Meetings of the stockholders shall be presided over by 
the President, or in his absence, by a Vice President, or in their absence, by a 
Chairman appointed for that purpose by vote of the stockholders present at 
the meeting in person or by proxy. The secretary, or, in his absence, an Assistant 
Secretary, or, in their absence, a Secretary appointed for the purpose by vote 
of the stockholders present at the meeting in person or by proxy shall act as 
Secretary of such meeting. 


ARTICLE II, BOARD OF DIRECTORS 


Section 1. Number. The property and business of the Corporation shall be 
managed by its Board of Directors, which shall consist of eight (8) directors. 
Notwithstanding any other provisions of these By-Laws the Board of Directors 
shall have supervision over officers of the Corporation. Directors need not be 
stockholders. 

Sec. 2. Term of office. Each director shall continue in office until the annual 
meeting of stockholders held next after his election and until his successor shall 
have been elected and shall have qualified, or until his resignation, disquali- 
fication or death. 
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Sec. 3, Vacancies. Should a director die, resign or be disqualified, the vacancy 
so created shall be filled by a vote of the holders of the common stock. 

Sec, 4. Regular meetings. A regular meeting of the Board of Directors 
shall be held immediately after the adjournmentof each annual meeting of 
the stockholders, at the same place at which such annual meeting was held. 
Other regular meetings of the Board of Directors may be held at such time 
and place, within or without the State of Delaware, as from time to time may be 
fixed by resolution of the Board of Directors. Notice of regular meetings of 
the Board of Directors need not be given. 

Sec. 5. Special meetings. Special meetings of the Board of Directors may be 
ealled by the President or, in the absence or disability of the President, by a 
Vice President, or may be called by any two (2) directors. Notice of any such 
meeting shall be given to each director by the Secretary or other officer perform- 
ing his duties, either personally or by telephone or telegraph, at least three (3) 
days before the meeting, or by mail, at least six (6) days before the meeting, 
addressed to him at his residence or usual place of business, or sent to him at 
such place by telegraph. Notice of any meeting of the Board of Directors 
shall not be required to be given to any director who shall attend the meeting 
or who shall, either before or after such meeting, waive notice thereof in writing 
or by telegraph. Any business may be transacted by the Board of Directors 
at a meeting at which every member of the Board is present, though held without 
notice. 

Sec. 6. Quorum. At all meetings of the Board of Directors a majority 
of the total number of directors shall be requisite for, and shall constitute, a 
quorum for the transaction of business, and the act of a majority of the directors 
present at any meeting at which there is a quorum shall be the act of the Board 
of Directors except as may be otherwise specifically provided by law or by the 
Certificate of Incorporation, as amended, or by the By-Laws. Any regular or 
special meeting may be adjourned to any time or place by a majority of the 
directors present at the meeting, whether or not a quorum shall be present 
at such meeting, and no notice of the adjourned meeting shall be required 
other than announcement at the meeting, and at any such adjourned meeting 
any business may be transacted which might have been transacted at such meet- 
ing as originally called. 

Sec. 7. Reliance upon books, reports and records. Any director or member of 
any committe designated by the Board of Directors pursuant to authority con- 
ferred herein, shall, in the performance of his duties, be fully protected in relying 
in good faith upon the books of account, or reports made to the Corporation by 
any of its officials, or by an independent public accountant, or by an appraiser 
or by any other consultant or expert selected with reasonable care by the 
Board of Directors or by any such committee, or in relying in good faith upon 
other records of the Corporation. 


ARTICLE III. COMMITTEES OF THE BOARD 


The Board of Directors may, by resolution or resolutions, passed by a majority 
of the whole Board, designate one or more committees, each committee to eon- 
sist of two or more of the directors of the Corporation, which to the extent 
provided in said resolution or resolutions or in the By-Laws, shall have and may 
exercise the powers of the Board of Directors in the management of the business 
and affairs of the Corporation, and may have power to authorize the seal of 
the Corporation to be affixed to all papers which may require it. Such com- 
mittee or committees shall have such name or names as may be stated in the 
By-Laws or as may be determined from time to time by resolution adopted by 
the Board of Directors. All committees so appointed shall keep regular minutes 
of the transactions at their meetings, shall cause the same to be recorded in 
books kept for that purpose in the office of the Corporation, and shall, in so far 
as reasonably practicable, report such minutes to the Board at its meeting 
next after such minutes are so recorded. 


ARTICLE IV. OFFICERS 


Section 1. Number and election. The officers of the Corporation shall be 
chosen by a majority vote of the total number of directors and shall be a Presi- 
dent, one or more Vice Presidents, a Secretary, a Treasurer, and may include 
a Comptroller, one or more Assistant Secretaries, one or more Assistant Treas- 








MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 1957 


urers, and one or more Assistant Comptrollers. The President shall be chosen 
from among the directors but shall not be an officer, director, employee, attorney, 
agent, or controlling stockholder of any holder of common stock of the cor- 
poration. None of the other officers need be a director. Neither the President, 
the Treasurer, any Assistant Treasurer, nor any Comptroller, or Assistant 
Comptroller may occupy any other office. With the above exceptions, any 
two offices may be occupied and the duties thereof may be performed by one 
person, but no officer shall execute, acknowledge, or verify any instrument in 
more than one capacity. 

Seo. 2. Salaries. The officers of the Corporation elected pursuant to Section 
1 of this Article shall receive such salaries as shall be determined from time 
to time by the Board of Directors. The salary or other compensation of all 
other employees shall, in the absence of any action by the Board of Directors, 
be fixed by the President, or by such other officer, employee or committee as 
may be designated by the President for that purpose. 

Sec. 3. Term of office. The officers of the Corporation shall hold office until 
their respective successors are chosen and qualify. Any officer elected pursuant 
to Section 1 of this Articie may be removed at uny time, with or without cause, 
by the vote of a majority of the total number of directors. 

Seo. 4. Powers and duties of the President. The President shall be the chief 
executive officer and shall have general management and direction of the business 
and affairs of the Corporation. He shall preside at all meetings of the Board of 
Directors and of the stockholders, and shall direct the policy and management of 
the Corporation. He may sign in the name and on behalf of the Corporation 
any and all contracts, agreements or other instruments pertaining to matters 
which arise in the ordinary course of business of the Corporation, and, when 
authorized by the Board of Directors, shall sign in the name of and on behalf of 
the Corporation any and all contracts, agreements, or other instruments of any 
nature pertaining to the business of the Corporation. In general, he shall 
perform all duties incident to the office of President and such other duties as 
from time to time may be assigned to him by the Board of Directors, or as are 
prescribed by these By-Laws. 

Sec. 5. Powers and duties of Vice President. The Vice President shall possess 
such powers and perform such duties, in addition to those prescribed by other 
provisions of these By-Laws, as the Board of Directors may from time to time 
determine. If there be more than one Vice President, the Board of Directors 
shall assign to such Vice Presidents their respective duties. 

Sec. 6. Powers and duties of the Secretary. The Secretary shall attend all 
meetings of the Board of Directors and all meetings of the stockholders and record 
all votes and the minutes of all proceedings in books to be kept for that purpose, 
and he shall perform like duties for any committee created by the Board of 
Directors. He shall give, or cause to be given, notice of all meetings of the stock- 
holders, or the Board of Directors, of which notice is required to be given by law 
or by the By-Laws. He shall have such other powers and perform such other 
duties as may be prescribed from time to time by law, by the By-Laws, or by the 
Board of Directors. Any records kept by the secretary shall be the property of 
the Corporation and shall be restored to the Corporation in case of his death, 
resignation, retirement or removal from office. He shall be the custodian of 
the seal of the Corporation and, pursuant to these By-Laws and in other instances 
where the execution of documents of the Corporation is authorized by the By- 
Laws or by the Board of Directors, may affix the seal to all instruments requiring 
it and attest the ensealing and the execution of such instruments. He shall have 
control of the stock ledger, stock certificate book and of books containing minutes 
of any meeting of the stockholders, Board of Directors, or any committee created 
by the Board of Directors, and of all formal records and documents relating to the 
corporate affairs of the Corporation. Any Assistant Secretary or Assistant 
Secretaries shall assist the Secretary in the performance of his duties, and shall 
exercise his powers and duties at his request or in his absence or disability, and 
shall exercise such other powers and duties as may be prescribed by the Board of 
Directors. 

Src. 7. Powers and duties of the Treasurer. The Treasurer shall be responsible 
for the safe-keeping of the corporate funds and securities of the Corporation, and 
shall maintain and keep in his custody full and accurate accounts of all opera- 
tions of the Corporation and of its assets and liabilities in books belonging to the 
Corporation, and shall deposit all moneys and other funds of the Corporation in 
the name and to the credit of the Corporation, in such depositories as may be 
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designated by the Board of Directors. He shall disburse the funds of the 
Corporation in such manner as may be ordered by the Board of Directors, taking 
proper vouchers for such disbursements. Pursuant to these By-Laws, he may, 
when authorized by the Board of Directors, affix the seal to all instruments requir- 
ing it and shall attest the ensealing and execution of said instruments. He shall 
exhibit at all reasonable times his accounts and records to any director of the 
Corporation upon application during business hours at the office of the Corpora- 
tion where such accounts and records are kept. He shall render an account of all 
his transactions as Treasurer at all regular meetings of the Board of Directors, 
or whenever the Board may require it, and at such other times as may be re- 
quested by the Board or by any director of the Corporation. If required by the 
Board of Directors he shall give the Corporation a bond, the premium on which 
shall be paid by the Corporation, in such form and amount and with such surety 
or sureties as shall be satisfactory to the Board, for the faithful performance of 
the duties of his office and for the restoration to the Corporation in case of his 
death, resignation, retirement or removal from office, of all books, papers, 
vouchers, money and other property of whatever kind in his possession or under 
his control belonging to the Corporation. He shall perform all duties generally 
incident to the office of Treasurer, and shall have such other powers and duties 
as from time to time may be prescribed by law, by the By-Laws, or by the Board 
of Directors. Any Assistant Treasurer or Assistant Treasurers shall assist the 
Treasurer in the performance of his duties, shall exercise his powers and duties 
at his request or in his absence or disability, and shall exercise such other powers 
and duties as may be prescribed by the Board of Directors. If required by the 
Board of Directors, any Assistant Treasurer shall give the Corporation a bond, 
the premium on which shall be paid by the Corporation, similar to that which 
may be required to be given by the Treasurer. 

Sec. 8. Resignations. Any officer or any director of the Corporation may re- 
sign at any time, such resignation to be made in writing and transmitted to the 
Secretary. Such resignation shall take effect from the time of its acceptance, 
unless a time be fixed in the resignation, and then from that time. Nothing 
herein shall be deemed to relieve any officer from liability for breach of any con- 
tract of employment resulting from any such resignation. 

Sec. 9. Vacancies. If the office of any officer of the Corporation shall become 
vacant for any reason, the Board of Directors may choose a successor. Pending 
action by the Board of Directors, the President may choose a successor tempo- 
rarily to serve as an officer of the Corporation. 

Sec. 10. Securities of other corporations. The Board of Directors may 
authorize any director, officer or other person on behalf of the Corporation to 
vote at meetings of the security holders of any corporation in which the Corpora- 
tion shall hold securities, to take any action, and to exercise any and all rights 
and powers incident to the ownership of such securities including, without 
limitation, the right to vote thereon. 


ARTICLE V. CERTIFICATES OF STOCK 


Secrion 1. Form. Every holder of stock in the Corporation shall be entitled 
to have a certificate, signed by, or in the name of the Corporation by, the Presi- 
dent or a Vice President and the Treasurer or an Assistant Treasurer, or the 
Secretary or an Assistant Secretary of the Corporation, certifying the number 
of shares Owned by him in the Corporation; provided, however, that, where such 
certificate is signed (1) by a transfer agent or an assistant transfer agent 
or (2) by a transfer clerk acting on behalf of the Corporation and a registrar, 
the signature of any such President, Vice President, Treasurer, Assistant Treas- 
urer, Secretary or Assistant Secretary may be facsimile. In case any officer 
or officers who shall have signed, or whose facsimile signature or signatures 
shall have been used on, any such certificate or certificates shall cease to be such 
officer or officers of the Corporation, whether because of death, resignation, or 
otherwise, before such certificate or certificates shall have been delivered by the 
Corporation, such certificate or certificates may nevertheless be adopted by the 
Corporation and be issued and delivered as though the person or persons who 
signed such certificate or certificates or whose facsimile signature or signatures 
shall have been used thereon had not ceased to be such officer or officers of the 
Corporation. Each such certificate shall contain a statement of the restrictions 
upon the acquisition or holding and upon the transfer, sale, assignment, pledge, 
encumbrance or other disposition of the shares represented thereby as are con- 
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tained in Article “Ninth” of the Certificate of Incorporation, and a statement of 
the other circumstances under which the holder of such certificate is required by 
said Article “Ninth” to offer to sell the shares represented thereby to the Corpo- 
ration or to other stockholders. 

Seo. 2. Transfers of stock. Subject to the requirements of Article “Ninth” 
of the Certificate of Incorporation, the shares of stock of the Corporation shall 
be transferable on the books of the Corporation by the holder thereof in person 
or by his duly authoried attorney, upon surrender for cancellation of the certifi- 
cate or certificates for the same number of shares, with a proper assignment in- 
dorsed thereon or attached thereto, duly executed, with such proof of the au- 
thenticity of the signatures as the Corporation or its agents may reasonably re- 
quire. Every such transfer of stock shall be entered on the stock book of the 
Corporation which shall be kept at such office as may be prescribed by the Board 
of Directors, and elsewhere if required by law. 

Seo. 3. Lost, stolen, or destroyed certificates. The Corporation may issue a 
new certificate of stock in the place of any certificate theretofore issued by it, 
alleged to have been lost or destroyed, and the Board of Directors may, in its 
discretion, require the owner of the lost or destroyed certificate, or his legal 
representatives, to give the Corporation a bond sufficient to indemnify the 
Corporation against any claim that may be made against it on account of the 
alleged loss of any such certificate or the issuance of such new certificate; a 
new certificate may be issued without requiring any bond when, in the judgment 
of the Board of Directors it is proper so to do. 

Sec. 4. Closing of transfer books. The Board of Directors shall have power 
to close the stock transfer books of the Corporation for a period not exceeding 
fifty (50) days preceding the date of any meeting of stockholders, or the date 
for the payment of any dividend, or the date for the allotment of rights, or the 
date when any change or conversion or exchange of stock shall go into effect or 
for a period of not exceeding fifty (50) days in connection with obtaining the con- 
sent of stockholders for any purpose ; provided, however, that in lieu of closing the 
stock transfer books as aforesaid, the Board of Directors may fix in advance a date, 
not exceeding fifty (50) days preceding the date of any meeting of stockholders, or 
the date for the payment of any dividend, or the date for the allotment of rights, or 
the date when any change or conversion or exchange of stock shall go into effect, or 
a date in connection with obtaining such consent, as a record date for the 
determination of the stockholders entitled to notice of, and to vote at, any 
such meeting and any adjournment therefor, or entitled to receive payment of 
any such dividend, or to any such allotment of rights, or to exercise the rights 
in respect of any such change, conversion or exchange of stock, or to give such 
consent, and in such case such stockholders and only such stockholders as 
shall be stockholders of record on the date so fixed shall be entitled to such 
notice of, and to vote at, such meeting and any adjournment thereof, or to receive 
payment of such dividend, or to receive such allotment of rights, or to exercise 
such rights, or to give such consent, as the case may be, notwithstanding any 
transfer of any stock on the books of the Corporation after any such record 
date fixed as aforesaid. 


ARTICLE VI. CHECKS, NOTES, BONDS AND OTHER INSTRUMENTS 


Secrion 1. Checks and notes. All checks or demands for money and notes 
of the Corporation shall be signed by such person or persons (who may but need 
not be an officer or officers of the Corporation) as the Board of Directors may 
from time to time designate, either directly or through such officers of the 
Corporation as shall, by resolution of the Board of Directors, be authorized to 
designate such person or persons. If authorized by the Board of Directors, the 
signatures of such persons, or any of them, upon any checks for the payment of 
money may be made by engraving, lithographing or printing thereon a fac- 
simile of such signatures, in lieu of actual signatures, and such facsimile signa- 
tures so engraved, lithographed or printed thereon shall have the same force 
and effect as if such persons had actually signed the same. 

Sec. 2. Sealed instruments. All bonds, mortgages and other instruments 
requiring a seal, shall when authorized by the Board of Directors, be executed 
on behalf of the Corporation by the President or a Vice President, and the seal 
of the Corporation shall be thereunto affixed by the Secretary or an Assistant 
Secretary or the Treasurer or an Assistant Treasurer, who shall, when required, 
attest the ensealing and execution of said instruments. If authorized by the 
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Board of Directors, a facsimile of the seal may be employed and such facsimile 
of the seal may be engraved, lithographed or printed and shall have the same 
force and effect as an impressed seal. If authorized by the Board of Directors, 
the signatures of the President or a Vice President and the Secretary or an 
Assistant Secretary or the Treasurer or an Assistant Treasurer upon any en- 
graved, lithographed or printed bonds, debentures, notes or other instruments 
may be made by engraving, lithographing or printing thereon a facsimile of such 
signatures, in lieu of actual signatures, and such facsimile signatures so en- 
graved, lithographed or printed thereon shall have the same force and effect as 
if such officers had actually signed the same. In case any officer who has signed, 
or whose facsimile signature appears on, any such bonds, debentures, notes or 
other instruments shall cease to be such officer before such bond, debentures, 
notes or other instruments shall have been delivered by the Corporation, such 
bonds, debentures, notes or other instruments may nevertheless be adopted by 
the Corporation and be issued and delivered as though the person who signed 
the same, or whose facsimile signature appears thereon, had not ceased to be 
such officer of the Corporation. 


ARTICLE VII. FISCAL YEAR 


The fiscal year of the Corporation shall begin on January first and end on 
December 31 of each year. 


ARTICLE VIII. AMENDMENTS 


Sec. 1. By stockholders. The By-Laws of the Corporation may be amended, 
altered or repealed, or new By-Laws may be adopted, at any meeting of the 
stockholders by the affirmative vote of the holders of seventy-five percent (75%) 
of the shares of common stock of the Corporation at the time outstanding, pro- 
viding notice of the proposed change is given in the notice of the meeting. 

Sec. 2. By Directors. The Board of Directors of the Corporation shall have 
power to amend, alter or repeal the By-Laws of the Corporation or to adopt 
new By-Laws; provided that the Board of Directors shall have no power to 
amend, alter or repeal the provisions of Section 6 of Article I, Sections 1, 3 and 6 
of Article II, Section 1 of Article IV, or this Article VIII of these By-Laws, 


Exursirt 3 


AGREEMENT BreTWEEN AIR Carao, INC., AND 


This agreement, dated as of the 1st day of March 1947, between Air Cargo, 
Ine., a Delaware corporation, and 
corporation (hereinafter called the Air Line). 


WITNFSSETH : 


1. The Air Line hereby authorizes Air Cargo, Inc., on its behalf, subject only 
to a limitation upon payment that may be due for services in the amount 
hereinafter specified, to negotiate and execute agreements or arrangements (if 
and only if any such agreement or arrangement confers the right on the parties 
thereto and Air Cargo, Inc., to cancel the agreement or arrangement on not 
more than 60 days’ notice), and to renew, modify, cancel, or terminate in ac- 
cordance with the terms thereof, any existing arrangement by or between the 
Air Line and any other party or parties engaged in performing under contract, 
pickup, and delivery or other services with respect to the handling of airfreight, 
air cargo, or air express (including, without limitation, the air express agree- 
ment between the Air Line and the Railway Express Agency, Inc.), provided, 
however, that insofar as the foregoing delegates authority to cancel or terminate 
any existing arrangements which have heretofore been filed with and approved 
by the Civil Aeronautics Board, the exercise thereof shall be subject to either 
(a) approval of the cancellation or termination of such an existing arrange- 
ment by the Civil Aeronautics Board, or (b) the approval by the Civil Aero- 
nautics Board of the agreement among certain air carriers relating to Air Cargo 
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Services, dated as of March 1947. It is agreed and understood in this connec- 
tion that it is the purpose and intent of this agreement that Air Cargo, Inc., 
should have responsibility for: 

(@) Determining the date upon which the Air Line shall combine and 
operate as a single air-cargo service its air express and airfreight services, 
and shall make available to all shippers of air cargo, on an optional basis, 
such special services as may be practicable to meet shippers’ requirements ; 

(b) Providing, directly or by contract, pickup and delivery services at all 
points within the continental United States served by the Air Line, and 
tripper services between such points and the airports through which they 
are served by the Air Line; 

(c) Providing, directly or by contract, terminal facilities, and services 
incidental to the proper handling of airfreight and air cargo at all such 
points; and 

(d) Providing, directly or by contract, clerical, accounting, and other 
services which may be desired by the Air Line in the interest of promoting 
maximum efficiency, eliminating unnecessary duplication of expense, and 
coordination of its airfreight and air-cargo services with those of other air 
lines party to agreements with Air Cargo, Inc., similar to this agreement, 
and with those rendered by other common carriers of property. 

2. Air Cargo, Inc., agrees to perform the services which it is authorized to 
perform under paragraph 1 of this agreement, and, to the end that it shall be 
equipped and organized to perform such services at the earliest practicable 
date, Air Cargo, Inc., further agrees to use its best efforts and proceed diligently — 

(a) To prepare proposed contracts to be entered into on behalf of the 
Air Line for the provision of the services and facilities described in subpara- 
graphs (b), (c) and (d) of paragraph 1 of this agreement ; 

(b) To prepare and formulate plans for the operation of Air Cargo, Inc., 
as a service organization equipped and organized to provide services and 
facilities of the types described in paragraph 1 of this agreement for the Air 
Line and other airlines party to similar agreements with Air Cargo, Inc., to 
together with a proposed basis for compensation of Air Cargo, Inc., by the Air 
Line and other such airlines which will enable Air Cargo, Inc., to conduct its 
operations at a reasonable profit ; 

(c) To employ the necessary personnel and acquire the necessary facilities 
to enable Air Cargo, Inc., to perform the services described above; and 

(d@) To perform such other services as may be appropriate or requested 
by the Air Line in connection with the services described above. 

3. In consideration of such undertaking by Air Cargo, Inc., the Air Line agrees 
to pay to Air Cargo, Inc., in such amounts and at such times as may be requested 
by Air Cargo, Inc., an aggregate of not to exceed _____---_-_-_-___- dollars. 

IN WITNESS WHEREOF, the parties hereto have caused this agreement to be 
executed by their respective corporate officers, duly authorized to do so, and have 
caused their respective corporate seals to be affixed hereunto and to be attested, as 
of the 1st day of March 1947. 





Attest: 
a aR a ool ee Se 
ROMER cr, in Pie be 
Attest: 
Arr Carao, INC., 
NN ad ad tos ctnca rgtlig homie ale eater oedpenrin sock tenes toms 
VERA OOF) Donk TOLER, 2a ]s. ae 
MEMORANDUM 


OctToBER 10, 1947. 


Subject : Independent Airfreight Carriers. 
To: Publicity directors and governmental affairs committee members. 


As you are probably all aware by now, the so-called independent airfreight 
carriers (Slick, the Flying Tigers, and others) have launched a widespread and 
apparently well-financed campaign to “win friends and influence people.” Our 
information indicates that newspapers, trade publications, and other periodicals 
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are receiving a great deal of propaganda from the independent carriers, and that 
they are also contacting Congressmen, Government officials, and other promi- 
nent people throughout the country in an effort to “sell” their case. There is no 
doubt that they have been receiving a great deal of favorable publicity—a great 
deal more, in fact, than the certificated airlines, as far as air cargo is concerned. 
There is no doubt, either, that their success has been due, in large part, to the 
fact that they have taken a militant stand, backed up by strong talk and con- 
siderable flag-waving, and to the fact that our side of the story has not been 
widely told. As a result, there is some danger that the public will begin to pic- 
ture the certificated airlines as Robert R. Young depicts the railroad ‘“monop- 
olists” in his recent cartoon advertisement. Obviously, a concerted and vigorous 
effort will have to be made to offset the campaign of the independent airfreight 
carriers. For your use, we are attaching a very brief digest of the main argu- 
ments advanced by the independent airfreight carriers and the answers to those 
arguments. If you need additional material, let us know and we shall try to 
supply it. 
Very truly yours, 
Rospert RAMSPECK, 
Heecutive Vice President. 


1. Argument.—The independent airfreight carriers claim to be the pioneers in 
the air cargo field. 

Answer.—This simply isn’t true. The certificated airlines, or their corporate 
predecessors, have been furnishing an air cargo service for at lease 20 years and 
have been experimenting with the possibility of handling bulk freight (which the 
independent carriers, regards something totally different than express) since 
at least the early 1930's. 

The first contract with the Railway Express Agency for the transportation of 
air express was signed in 1927. Thus, for 20 years the airlines have been offering 
a service for the transportation of air cargo which was available to shippers, 
both at airline and off airline points, and with only such limitations on the types 
and weights of shipments as were made necessary by the capacity of the aircraft 
in use, or by safety considerations. 

During this same period, in addition to maintaining the so-called air express 
service, the certificated airlines, or their predecessors, conducted a number of 
experiments to determine the possibility of transporting bulk freight by air. 
The ventures were uniformly unsuccessful, and for a very good reason—there 
simply was not any airplane in use during those years which could carry cargo at 
rates sufficiently low to attract the business. It was not until the end of World 
War IT, when large quantities of cheap surplus aircraft were available, in addi- 
tion to the newly developed types such as the DC-—4, that there was any possibility 
of carrying air freight on a sound business basis. Even then, it was the cer- 
tificated airlines who recognized this first and made the first moves to develop 
the business. 

It is also worth noting that the certificated airlines, prior to World War IT 
and in anticipation of the development of the DC-4 and other advanced type 
aircraft, organized Air Cargo, Inc., to make a comprehensive study of the air 
freight business. 

It is true that at the end of World War II, when the certificated airlines were 
in the midst of their reconversion efforts—reemploying and retraining personnel, 
reorganizing procedures, reconverting aircraft and adding them to their fleets 
and trying desperately to meet the apparently unlimited demand for passenger 
space—the independent air freight carriers, with cheap surplus military equip- 
ment and surplus military pilots, were able to carry a substantial amount of cargo. 
Their accomplishments, while substantial, were nevertheless far short of the 
pioneering claimed by them. It was during that period that the entire economy 
of the country was disrupted; the distribution system had broken down, con- 
sumers were willing to pay almost any price to get the goods they wanted and 
sellers were willing to pay almost any price to move their goods to market. 
Other channels of transportation were beset by strikes, bottlenecks, and equip- 
ment shortages. In other words, the independent airfreight carriers walked 
into a ready-made, but temporary, situation in which transportation of any kind 
was at a premium. And, understandably enough, they got a lot of traffic. But 
is that “pioneering”? 

2. Argument.—The independent airfreight carriers claim that they can develop 
the airfreight business more successfully than the certificated air carriers, 
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Answer.—This is a boast, not a fact. Oertainly there is no reason to believe 
that newcomers to the business, have more experience, more know-how or more 
energy than the certificated airlines have after 20 years in the business. 

Nor is there any reason to believe that, because they propose to concentrate on 
cargo transportation, they can do a better job than the more experienced trans- 
portation companies. One might as well argue that a new company which 
manufactures only tires can do a better job of it than an older and more experi- 
enced company which manufactures other rubber products, in addition to tires. 

But even if it is assumed that they can develop more airfreight traffic than the 
certificated airlines, it does not follow that the public will have been benefited. 
The national policy laid down by Congress in the Civil Aeronautics Act is to 
develop a sound air transportation system, properly adapted to the commercial 
and postal needs of the country and to the national-defense requirements. 
Merely hauling more cargo is not necessarily consistent with that policy. Mr. 
Kaiser could undoubtedly develop the automobile business by selling his cars 
at $100 apiece, but his sales volume under such circumstances would hardly 
provide a fair measure of the soundness either of Mr. Kaiser’s business, or of the 
automobile industry as a whole. 

8. Argument.—The independent airfreight carriers claim that they can pro- 
vide lower rates than the certificated carriers. 

Answer.—There is no sound basis for this claim. On the contrary, elementary 
economics points to just the opposite conclusion. 

There is no reason to believe that Slick, for example, can set up a new airline 
which can operate more economically than one which American were to set up. 
But the point is: American doesn’t have to set up a new airline! American 
already has a dispatching system, an operations department, communications 
system, ete., all of which can be used, not only for its cargo operations, but for 
its passenger and mail operations as well. It seems obvious that by utilizing 
its existing facilities and equipment, American can provide the same service 
that Slick can provide at a lower cost than Slick. Even if American had to set 
up a completely separate organization to handle its cargo business—which it 
obviously does not—it could compete on an even footing with Slick. 

The independent airfreight carriers make vague references to the “plush” 
passenger offices and other passenger accommodations maintained by the certifi- 
cated airlines. Either the independent airfreight carriers think that the certifi- 
cated airlines are naive enough to use passenger ticket offices for airfreight, or 
the independent carriers are themselves naive enough to think that the cost of 
maintaining such offices must, on some brand new accounting theory, be charged 
against the cargo traffic. 

The real secret of this claim is that the independent airfreight carriers do 
not even propose to provide the same service which the certificated airlines pro- 
vide. Most of them are asking for authority to operate on an area basis. In 
other words, they want permission to operate between the big traffic centers, 
like New York, Chicago, and Los Angeles, with the right to pick up traffic which 
they find at other points, but they are unwilling to assume the obligation of serv- 
ing the less productive points on a regular basis. Put differently, they want 
permission to pick the plums off the limbs they can reach, but they don’t want the 
job of picking the whole tree. 

4. Argument.—The independent airfreight carriers claim that the certificated 
carriers are not interested in the cargo business. 

Answer.—This claim simply is not true. The certificated airlines have been 
developing the cargo business for 20 years, and have been preparing for the day 
when the aircraft designers would catch up with the sales foree—when mass 
transportation of cargo would be economically feasible. They began laying 
plans for their postwar cargo operations long before the war commenced. They 
have developed, and have put into operation as rapidly as their responsibilities 
to the public would permit, a nationwide system for the transportation of air 
cargo which far surpasses anything which the independent air freight carriers 
can hope to offer. They have made arrangements for the interchange of traffic 
aumong themselves, and are working out similar arrangements with motor car- 
riers and other surface carriers all over the country. Under this system, a shipper 
in any community in the United States, served by any common carrier of prop- 
erty, will be able to move his shipments by air to any other such community in 
the United States on a single bill of lading, even though the shipment requires 
surface hauls at both ends and interchange between air carriers en route. 

The certificated airlines are publishing a consolidated air freight tariff for the 
convenience of the shipper. 
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They are rapidly perfecting a pickup and delivery system which will give 
shippers at airline points round-the-lock door-to-door service. 

And they are consolidating their terminal operations through a jointly owned 
corporation, in order to eliminate unnecessary duplication of costs and reduce 
their rates to the shipper. 

The charge that the certificated airlines are not interested in the air cargo 
business is, in the most charitable light, only wishful thinking. 

5. Argument.—The independent airfreight carriers claim that the certificated 
airlines are trying to protect their “monopoly” of the business. 

Answer.—This is the old propaganda technique of calling names. Call a man 
a Communist often enough, and a lot of people will come to believe that he is a 
Communist, whether he is or not. 

Anyone who says that the airline business is a monopoly either doesn’t know 
what he’s talking about, or he is giving the word “monopoly” a different meaning 
than it ordinarily has in the English language. Look at the major trade routes 
of the country and see how many of them are served by only one airline. There 
aren’t any. There are 4 transcontinental air carriers, 3 of whom operate between 
New York and San Francisco and Los Angeles. Five airlines operate between 
New York and Chicago, 3 between New York and Boston, 2 between New York and 
Miami, etc., etc. Not only is the airline business not monopolistic, but there are 
many thinking people who believe that one of the major causes of the present 
financial illness of the industry is too much competition. 

The Civil Aeronautics Board has authorized 36 airlines to operate within the 
United States or its Territories. Nineteen of the thirty-six have received their 
authority since the end of the war. Does that sound like a monopolistic business? 

6. Argument.—The independent airfreight carriers claim that they can pro- 
vide an additional reservoir of transport equipment and experienced personnel 
which would be available in times of national emergency. 

Answer.—This argument begs the question. If the certificated airlines are 
force dto share the business with the independent airfreight carriers, obviously 
the equipment and personnel of the independent airfreight carriers will constitute 
a part of the transportation system, and, therefore, will be available in time of 
emergency. On the other hand, if the certificated airlines handle the business, 
they will have the additional equipment and personnel. In either event, the 
equipment and personnel will be available. The only questions is: From which 
group of carriers would come the greatest contribution to a sound national air 
transport system. 

7. Argument.—The independent airfreight carriers label themselves “small 
business” and “veterans organizations”, who simply want a chance to get ahead. 

Answer.—This is obviously nothing more than a plea for political and public 
sympathy. While complete figures are not available, it is very doubtful that 
the independent airfreight carriers are any more “veterans organizations” than 
the certificated airlines. As of July 1, 1946, over 30 percent (or nearly 30,000) 
of all certificated airline employees were veterans of World War II. 

To the extent that the independent airfreight carriers claim to be “small 
business”, the term is used pretty freely. It is a little difficult to thing of the 
Slick oil millions as “small business”. It is also a little difficult to think of the 
hig New York investment houses as “small business”. It would be interesting 
to know just how much of the capital behind the independent airfreight carriers 
is represented by the savings of veterans struggling to get ahead in the world. 

8. Argument.—The independent air freight carriers say that all they ask is 
an opportunity to prove they’re right—with their own money and without 
yovernment subsidy. 

Answer.—This is more hollow talk. But most of their dependent airfreight 
carriers have indicated to the Civil Aeronautics Board that they would be 
“willing” to carry mail, and, only recently, they have publicly offered to carry 
the mail for 18 cents a ton-mile. The public doesn’t understand that this is 
simply a device for getting their foot in the door, because, under the law, once 
they are authorized to carry mail, then they are entitled to a subsidy if they 
need it—on exactly the same basis as the certificated airlines. Thus, while they 
say they do not want a subsidy, they have invited the Government to twist 
their arms to take one. 

9. Argument.—The independent airfreight carriers charge that the certificated 
carriers are engaging in unfair competitive practices by cutting rates, and 
that the certificated carriers are using their subsidy to drive the independent 
airfreight carriers out of business. 
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Answer.—The Civil Aeronautics Board answered this one with some pretty 
straight talk. Read the attached opinion of the CAB. 





PusBLic RELATIONS ApvisoRY COMMITTEE OF THE 
Arr TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., November 4, 1947. 
Mr. JoHN THOMPSON, 
Air Transport Association of America, Washington, D. C. 

DeaB JOHN: Maybe I’m a little confused—but it was my understanding that 
you were to complete the outline of regional PRAC committees which we worked 
on here and were to send copies of that setup, with the suggested PRAC project 
chairmen for the airfreight job, to all committee members. You will recall that 
we divided the Nation up into regions and then jotted down the names of those 
who probably best could handle the airfreight job. You indicated to me that 
you would suggest the names of these men to the various PRAC members who 
then could direct them to go to work. 1 

As it now stands, I have a copy of the confidential material prepared by you 
and Fred Glass, labeled “Special Material for PRAC Members and Project 
Chairmen”—and nothing else. It certainly would seem to me that some letter 
of instruction, along with a copy of the regional setup and the names of the 
proposed project chairmen is required before anybody can proceed. Furthermore, 
the PRAC member who is to have his district publicity man as the project chair- 
man in his particular area will need quantities of the material on the airfreight 
subject, not just a single copy. 

As I said at the beginning, perhaps I am confused, but the method described is 
the one which I thought you and I agreed on here. 

I am glad to hear that your first Press Club luncheon was a success. My hope 
is that you will be able to bring in to these affairs many of the columnists who 
do occasional writing about air transportation and who might stand a little 
education. 

I have gone over the minutes of our October 14 meeting to see what may need a 
followup, Here are some items which I believe call for action by your office: 

1. A suggested letter to advertising agencies serving the various airlines on the 
subject of airmail references in radio and other copy prepared for their various 
clients. I think Ben Sherwood was going to work with you on this and that you 
were going to send copies of the suggested letter to all PRAC members. 

2. I believe you and Emery Johnson are compiling a booklet on airmail and 
air cargo facts for distribution to PRAC members. When do you expect this to 
be out? 

3. The airfreight project referred to above. 

4. The setup of regional groups as referred to above. 

o>. A letter from your office to PRAC members on the exchange of house 
organs. I think all we need here is a complete list of those to whom copies of 
our individual house organs should be sent along with a letter urging participa- 
tion in such an exchange by all members. For my part, I will add to our mailing 
list the names of all PRAC members which you give me. Right now I have no 
up-to-date list. 

I am sure you are working on all these things and I know you won't consider 
me out of line in bringing them up. I merely would appreciate your advice on 
how the various projects are progressing. 

Best regards. 

Sincerely, 
Dick RUMMEL, Chairman. 


UNITEp Ariz LINEs, 
November 11, 1947. 

At itsdast meeting in Chicago, October 14, the public relations advisory com- 
mittee of the Air Transport Association decided to inaugurate a public relations 
program to correct the misinformation and misguiding influence of arguments 
being put forth by the independent air carriers. It was agreed that this program 
should be a project of the. entire scheduled airline public relations organization. 
It was also agreed that the most ¢ffective contacts would be those established 
by regional and local airlines public relations people. 

As you undoubtedly know. the independent carriers have been carrying on a 
rather effective campaign to sell people on the idea that they are being dis- 
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criminated against; that they are veterans’ organizations and that the scheduled 
airlines, protected by what the independents call airline subsidies are cutting 
rates for the purpose of running the independents out of business. 

As a result of the ATA public relations advisory committee action, members 
of the committee are being asked to appoint project chairmen in specified regions. 
You people cover the regions in which I have been asked to name project chair- 
men. Accordingly, I am asking you to pitch in and take the lead in getting 
coordinated action by all the airlines in your respective areas to accomplish this 
important task. 

Miss Blake will be project chairman for Oregon and Washington, responsible 
for coordinating the activities of Empire, Inland, Northwest, Pan American, 
Southwest, United, and Western in that particular area. 

Mr. Sharrar will be project chairman for Nebraska, South Dakota, and Iowa, 
responsible for coordinating the activities of Braniff, Inland, Mid-Continent, 
Northwest, United, and Western in that area. 

Mr. Gowdy will be project chairman for Illinois and Indiana, responsible for 
coordinating the activities of American, Braniff, Capital, Chicago & Southern, 
Delta, Eastern, Northwest, TWA, United, and Wisconsin Central in that area. 

With this letter I am enclosing copies of informative material just received 
from the ATA. It is suggested that you either call a quick meeting of the air- 
lines serving your area or that you otherwise contact their publicity representa- 
tives or district traffic and sales managers (whoever would be responsible for the 
publicity handling) and give them some of these copies for distribution to their 
best press contacts in your area. By press contacts I refer to certain editors, 
editorial writers, aviation editors, columnists, radio commentators, financial 
writers, and others who have been or may be dealing with this subject. 

Distribution should be carefully thought out. The material should not be 
mailed but should be handed personally to those with whom your various airline 
representatives are best acquainted. It should be made clear that we are not 
primarily interested in “getting stories in the paper” but that we are interested 
in getting our side of the case before those who are writing on this subject so 
that they can be guided accordingly. 

As the ATA points out “The sooner regional men begin passing along the 
scheduled airline side of the air-freight story the quicker we will feel the effects 
of this program.” Right now the independent air carriers are overwhelming 
the press with misleading, inaccurate, and oftentimes wholly erroneous material. 
It is up to us to begin telling our side of the story. 

ATA Public Relations will send continuing basic material to we committee 
members who will forward it to you project chairmen, On your part, you are to 
issue instructions to other airline representatives in your respective areas and 
will coordinate the efforts of all by whatever means you find necessary. Please 
report your progress to me as quickly as possible so that I, in turn, can advise 
ATA public relations. If there is any particular material you need, please let 
me know and I will get it for you. 

Your cooperation in getting this thing going as quickly as possible will be 
greatly appreciated. I will look forward to your reports. 

Dick RUSSELL. 


AMERICAN AIRLINES SYSTEM, 
New York, N. Y., November 10, 1947. 
Mr. Jonn W. THOMPSON, 
Air Transport Association, 
Washington, D. C. 
Dear JOHN: Thank you for forwarding all the air-freight material. We are 

using it in the battles. 
Sincerely yours, 

Burtt A. PaTrerson. 


[For release Thursday, November 20, 1947] 


WASHINGTON.—With the scheduled airlines prepared to offer complete door- 
to-door service and thus remove the necessity for middlemen, the Air Transport 
Association has protested to the Civil Aeronautics Board against the proposed 
temporary exemption which would allow freight forwarders to operate im- 
mediately in the air transportation field. 
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In a letter to the Board citing various objections to the proposed temporary 
Keonomic Regulation 292.6, Vice Adm. Emory S. Land, president of ATA pointed 
out that the proposal, instead of being a-new experiment as claimed, would be 
“trying” practices both old and objectionable. He cited the recommendations 
of the Coordinator of Federal Transportation and the Interstate Commerce 
Commission against freight forwarders in surface transportation. Both of 
these authorities found the forwarders not only duplicated costs of service which 
already was being provided, but they brought abuses into surface transportation. 

Both these public agencies, Admiral Land emphasized, recommended that 
the direct carriers provide the services required by the publie through their 
own organizations rather than through middlemen. The airlines, he informed 
the Board, are carrying out that suggestion in the airfield with the assistance 
of their jointly owned ground service organization, Air Cargo, Inc. Thus there 
is no need for forwarders in the air transportation field because the airlines 
are now prepared to offer the public all the services that forwarders propose 
to offer. Thus, to allow forwarders to operate would only increase costs because 
it would bring in third parties, with their overhead costs, attempting to dupli- 
cate the complete services offered by the airlines themselves. 

Another reason for not allowing forwarders to operate at the present time, 
Admiral Land pointed out, is that the Board should not invite additional persons 
into the air transportation business before it decides on their necessity. Once 
their activities commence, the Board will have difficulty deciding the main 
case (that is, the Freight Forwarder case) objectively. The proposed temporary 
exemption would legalize the present operations of forwarders who have been 
acting in violation of the law and it would prejudge the Freight Forwarder 
case in which voluminous evidence was introduced that neither public con- 
venience and necessity nor the public interest requires such authorization. 

Admiral Land also commented upon the fact there was doubt as to legality 
of the Board’s procedure in this case as the Civil Aeronautics Act requires exemp- 
tion by order rather than by regulation. 

Summing up Admiral Land’s letter, ‘‘The Association believes that the Board 
does not have the power to promulgate the proposed regulation. It further 
believes that, apart from the question of power, the Board ought not, as a 
matter of sound administrative policy, to undertake at this time to authorize 
the operation of air forwarders. Such authorization certainly should not be 
granted prior to a complete analysis and consideration of the evidence in the 
Freight Forwarder case. Such an analysis will, we believe, demonstrate that 
freight forwarders have no place in the air transportation system, either now 
or in the foreseeable future.” 


Atm Careo, INC., 
Washington, D. C., April 22, 1948. 
Mr. Joun THOMPSON, 
Air Transportation Association, Washington, D. C. 


Deak JoHN: Enclosed is a rough suggestion for a canned publicity release to be 
furnished local newspapers at the time ACI cartage contracts are executed. It 
was our thought that the appropriate blanks would be filled in and our regional 
managers would pass the product out to local papers in order to gain the benefit 
of a little hoopla for all concerned. 

In this connection, you should bear in mind that all of the major cities are 
presently covered and that this release will now be proposed for the likes of 
Muskogee, Albany, Albuquerque, etc. 

With this bit of background, would you polish the enclosure off as you think 
necessary and then return it to me along with any recommendations you may have 
in order that we may soon send it out to our regional managers for their early 
use? 

Thanks in advance, and by all means, pick up the tie-line if I haven’t given you 
enough information to properly doctor this thing for us. 

Best regards, 
EMERY JOHNSON, Secretary. 


Local shippers and other users of airfreight service will benefit by a new 
contract which has just been announced by the scheduled airlines serving 
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(Name of airline) : (Name of airline) : (Name of airline) 
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revealed the new arrangement, which is a part of their nationwide program for 
the development of their air-cargo facilities. Under the terms of the new con- 
tract the 

(Name of cartage contractor) (Contractor’s address) 
has been selected to perform all local pick-up, delivery, and related ground 
service functions for all of the airlines’ air-cargo traffic. 

(Name of cartage contractor) 
was chosen because it was felt (he was) (they were) adequately equipped and 
staffed to provide the high-type of pick-up and delivery service demanded by 
air-cargo shippers. 

The establishment of this joint service recognizes that the movement of air 
cargo in and out of has grown to such proportions 

(Name of city) 
that a specialized ground transportation of this type had to be established. The 
new service will be identical with that already in effect for 
(Name of airline) 
» an and all other United States air 
(Name of airline) (Name of airline) 

carriers at practically all major points in the country. It will provide air-cargo 
users with complete insurance coverage against possible loss and damage ; simplify 
and standardize rates, shipping, and other paperwork and simplify operations 
for the airlines and alike. 

The new arrangements become effective 

(Insert date) 

and were negotiated by a representative of Air Cargo, Inc., which is a ground 
service company owned by the airlines and used by them for negotiations of this 
type. 

(Optional) will also be made downtown air- 

(Name of cartage contractor) 

cargo terminal for the airlines, which will provide a centralized pick-up and 


shipping center for shippers of the 
(Name of city) 


May 12, 1948. 
Mr. JoHn O'DONNELL, 
The New York News, 
National Press Building, Washington, D. C. 

Dear JoHN: I appreciate your taking the time to discuss the air-freight prob- 
lem with me. I am enclosing some material regarding our position in this matter 
which I hope will be helpful. Also enclosed is a copy of the opinion of the CAB 
regarding this subject, which is an excellent résumé. 

Don’t be overwhelmed by the amount because I wanted to be sure there was 
plenty of background in case you needed it. If there is anything further you 
need, we will be glad to digit up. I will be out of town for a day or so, but Miss 
Peterson in my office can furnish anything you might want, I’m sure. 

Our main points are these: 

1. The claim that these independent carriers are “veterans airlines,” that is, 
financed and operated by returning GI’s, as the propaganda would lead one to 
believe, just isn’t true. An examination of the applications for certificates will 
show that the financing of most of the big independents is from big banking 
organizations or such groups as the Slick oil fortune. 

2. The superimposition of this proposed network of independent cargo car- 
riers upon the present, highly competitive, passenger-and-cargo network of 
certificated airlines is unsound from economic and safety standpoints. The en- 
closed profit-and-loss sheet for the scheduled lines for 1946 and 1947 will show 
that any further drainage of revenue by new independent carriers would seri- 
ously jeopardize the fulfillment of the intent of the Civil Aeronautics Act which 
calls for the promotion and development of a stable air-transport system. 

3. The so-called rate war which the independents’ press releases refer to, 
was not started by the certificated airlines. Until August 1, 1947, there were 
no set rates for the independent carriers. They had been charging cut rates in 
all sorts of ways. One line offered to carry commodities for a large mail-order 
house for as low as 6% cents per ton-mile. 

On August 1, when the CAB demanded registration of rates, the certificated 
airlines filed tariffs calling for approximately 20 cents per ton-mile. The in- 
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dependents at the same time filed for approximately 13 cents per ton-mile. So 
they were the ones who cut rates first. 

Subsequent cuts by certificated lines were merely for the purpose of meeting 
the rates set by the independents. 

In view of the faet that the whole issue regarding the independent air carriers 
and certification is coming to a boil soon, I would appreciate very much any- 
thing you can do to help set the record straight. Please let me know if you want 
to go further into the matter. 

Thanks again. 

Best regards, 
JoHN W. THOMPSON, 
Vice President, Director of Information. 


Same letter to: Rad Mobley, Knight Newspapers; Harry Wohl, St. Louis Star 
Times; Herbert Corn, Washington Star; Jim Daniels, Scripps-Howard. 

Enclosures: The Story on Air Freight, CAB opinion on Air Freight Case. 
Profit and Loss sheet of Certified Carriers, Fred Glass piece. 

May 18, 1948. 

Mr. BUELL PATTERSON, 

American Airlines. 
Mr. Gorpon GILMORE, 

Transcontinental and Western Air, Ine. 
Mr. STEWART FAULKNER, 

Continental Air Lines, Inc. 
Mr. WALTER M. HENSHEL, 

Braniff Airways. 
Mr. WILLIS PLAYER, 

Pan American Airways. 
Mr. KENNETH E. ALLEN, 

Los Angeles, Calif. 

Gentlemen: The board of directors of Air Cargo, Inc., has asked the ATA public 
relations committee to be represented at a meeting to be held at 10 a.m. Wed- 
nesday, May 26, at the Carleton Hotel in Washington for the purpose of discuss- 
ing ways and means by which ATA public relations can be helpful in telling 
the certificated carriers’ side of the story in the Air Freight case. 

In view of the fact that a general meeting of the ATA public relations com- 
mittee has been called for June 14 in Washington, it does not seem practicable 
to gather together all the various members for this special session nor dves 
it seem quite fair to ask members of the steering committee to be at both 
meetings. 

If you are to be in or near Washington on May 26 and can sit in at the meeting 
of that date, we certainly will appreciate your presence. If, however, you can- 
not conveniently make it, the two of us will be there to get the story of what 
is desired and to present our ideas as to what we can do. I am sure that any- 
thing we tell the Air Cargo board of directors will represent the thinking of 
the steering committee. A full report on what transpires will be given each of 
you after the meeting. 

If you have any specific ideas on what can be done, from a public relations 
standpoint in the Air Freight case, please forward them as quickly as possible 
to John Thompson. If you find that you can be present at the meeting in Wash- 
ington, please notify John immediately and let him know if you wish him to set 
up a hotel reservation. 

Sincerely, 
Dick RUMMELL, Chairman. 
JOHN THOMPSON, AT'A. 


May 20, 1948. 
Mr. BUELL PATTERSON, 
Director of Public Relations, American Airlines, Inc., 
New York, N. Y. 


Deas Bueti: By now you have probably heard from Dick Rummel and me 
regarding the meeting with Fred Glass and the Air Cargo, Inc., directors in 
Washington, Wednesday, May 26. 

At this meeting we are to discuss a definite and fast-moving program of public 
relations in behalf of our industry against the propaganda of the independew! 
air freight people. 
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Dick and I both agree that it would be very helpful if you could be.here 
Wednesday to give us the New York slant on the problem. Please let me.know. 
Sincerely yours, 
Joun W. THompson, Vice President, 
Director of Information. 


UNITED Arr LINES, 
Chicago, Ill., May 24, 1948. 


Mr. JOHN THOMPSON, 
Air Transport Association, Washington, D. C. 


DeaR JOHN: As chairman of the public relations advisory committee of the 
Air Transport Association, I wish to set forth my views regarding the past and 
future performance of this committee in connection with the air freight subject. 

Following are my personal conclusions on past performance : 

1. The ATA Public relations advisory committee has gone on record several 
times as favoring an aggressive campaign to present true facts regarding the 
certificated airlines and independent operators. At a meeting in Chicago, October 
14, 1947, the committee passed the following motion: 

“Resolved, That it shall be the policy of PRAC that the scheduled airlines 
individually and collectively combat false arguments as to air mail subsidies 
and air cargo transportation ; that affirmative stories and material be distributed 
from ATA and pertinent information be provided by ATA to regional groups.” 

2. ATA public relations, under your directions, has done an effective job 
of compiling and distributing pertinent information to project chairmen of the 
committee who were assigned the responsibility of spearheading this campaign 
in various areas throughout the country. 

3. ATA public relations also has endeavored to do a constructive job of 
disseminating this information to important contacts in Washington. 

4. Handling of ATA material by project chairmen in the field has, with a few 
exceptions, been ineffectual. Promptings from your office and the committee 
chairman have failed to produce desired results. 

5. The so-called independents have been aggressive in telling their story, par- 
ticularly in Washington. By stirring up sympathy for “the veterans’ airlines” 
and “small business struggling against the monopolistic, subsidized airlines,” they 
have gained the support of certain columnists and others who are quick to follow 
such leads. 

6. Considerable publicity favorable to the independents and unfavorable to the 
certificated airlines has resulted. However, there is no way to measure the 
amount of such publicity which has been modified or entirely eliminated as a 
result of ATA public relations work. Experience would indicate this has been 
substantial. 

7. Thus far, ATA work on the project has been largely defensive. Little ag- 
gressive work has been done to tell the airline story. 

= are recommendations regarding future works on the air freight 
project: 

1. Top management of the airlines will have to direct public relations depart- 
ments of the airlines to give aggressive, concentrated. attention to this. project. 
Losnenesaes from ATA public relations and from the committee chairman are not 
enough. 

2. ATA public relations should simplify and try to reduce the bulk of material 
going out to project chairmen. A few well-aimed bullets are more effective than 
barrages of grapeshot. A “fact and fiction” pamphlet giving arguments of the 
independents and actual facts in side-by-side columns should be prepared and 
given wide circulation. 

8. There should be immediate and complete cooperation between ATA public 
relations and ATA governmental affairs, in Washington and in the field. Project 
chairmen of both committees should work closely together in their respective 
areas. : ' 

4. A full-time ATA public relations representative with a thorough knowledge 
of the Washington press field should be assigned to cover that field on a con- 
tinuing basis. His contacts should be such that he not only could forcefully 
present the airline side of the story but would be called by press representatives 
for a check of any arguments presented by the independents. The result would 
be elimination of many distorted columns and stories now getting out of Wash- 
ington or, at least, a proper presentation of both sides of the case. 
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5. There should be a continuing and thorough coverage of “home town’ news- 
paper correspondents in Washington. Coverage of wire services and columnists 
is not enough. If the Portland Oregonian correspondent in Washington, for 
example, can be given the true airline picture as it affects his city, he is likely to 
cover that story in the regular columns he sends his paper. There can be no more 
important means of reaching large population areas and of gaining their sup- 
port for the airlines. 

6. There should be immediate and aggressive answers from airline top man- 
agement to untruths printed in papers throughout the country. Personal calls, 
letters and wires would be helpful. Enough protests will have their effect in 
curbing unfair, distorted articles and may result in fair editorials. 

7. ATA public relations should play up facts about the job the airlines are 
doing—the frequency of flights between various cities, miles flown daily by all 
airlines, number of planes, number of passengers and tons of cargo in the air each 
minute, number of cities served, number of employees and stockholders, etc. 

8. Member airlines of the ATA might consider use of a uniform emblem and 
slogan in their individual advertising—such as “One of the certificated airlines 
serving the nation.” 

9. Resumption of ATA industry advertising may be out of the question—but 
such advertising, stressing the pioneering work, experience and public service 
aspects of the airlines, would be invaluable. 

10. Hard-hitting talks by airline heads before important groups—and with 
thorough publicity coverage of such talks—would do much to tell the airline side 
of the story. 

11. Press interviews with airline presidents making trips over their systems 
could be extremely helpful in getting over the airline story. 

12. Adoption of uniform terms to describe the airlines and the independents 
would be helpful. At present, the airlines are variously described as “scheduled,” 
“certificated,” “regularly certificated scheduled,” etc., while the independents are 
given such labels as “nonscheduled,” “noncertificated,” “independents,” etc. 

18.:Close cooperation of airline attorneys and airline public relations depart- 
ments is desirable to the end that filings of briefs, oral arguments and other 
presentations in the Air Freight case and allied matters are accorded full pub- 
licity. Public relations people should be taken into full confidence by attorneys 
regarding their plans and should be advised as to how they can help. 

Following are some suggested topics for future ATA public relations work: 

1. The financial condition of the airline industry as shown by 1947 and first 
quarter 1948 results. Facts about continued high costs. 

2. The dire effects which would result from superimposing a new route struc- 
ture on the present pattern. 

3. The true story of the ‘veterans’ airlines’—showing the number of veterans 
employed by the certificated airlines and giving facts regarding the banker and 
oil interests behind the “struggling” cargo carriers. 

4. The airlines and national defense—what the airlines did in the last war, 
how they stand ready to serve in any emergency, what the Congressional Air 
Policy Board and the President’s Air Policy Committee had to say on this score, 
how an air transport system will be important to the new 70-group Air Force. 

5. The true facts about air freight rate “undercutting”—how the independents 
took the lead in cutting rates and what the CAB had to say on this. 

6. The purpose of the Civil Aeronautics Act of 1938—to assure the sound de- 
velopment of an air transportation system. 

7. Present airline competition to combat the “monopoly” argument. The 
number of route miles on which there is competition of two or more carriers and 
the increase in this regard. 

8. Community service obligations of the airlines. Independents want the 
“cream”; certificated airlines must provide adequate local as well as through 
services. 

9. Pioneering of air freight: Give credit to the independents for whatever 
they have done in developing all-cargo services but point up the true facts as to 
airline pioneering and the bottleneck which prevented airlines from going after 
cargo immediately after the war. 

10. The story of how the independents sought the right to compete, then asked 
to be protected from competition. Quote from CAB report. 

11. Service rates as contrasted with “subsidies.” Emphasize the fact that 
the Post Office Department has paid less than the cost of one battleship for 
development of the air transport system. 
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12. Facts about special handling required for air mail as contrasted with air 
freight. Air mail must move on first available, fastest schedules; schedules 
often are set with first consideration for air mail times. 

13. Show the inequity of “exempting” scheduled cargo carriers to the point 
where they enjoy privileges of common carriers without equivalent responsi- 
bilities. Show how independents were rewarded with the “exemption” status 
when, actually, they should have been cited for violation of the Civil Aeronautics 
Act. Such exemptions have been made without any showing of justification from 
the standpoint of public convenience and necessity. 

14. There is adequate service now. The public would stand to lose instead of 
gain through a dilution of traffic badly needed for continuation of local and 
through airline schedules. 

15. Unused cargo space now available on the scheduled airlines. Show total 
lift available and percentage of that lift now being used. 

16. A story on the volume of cargo being moved on combination passenger- 
cargo planes. All-cargo planes definitely are not doing the whole job. Local 
services depend on combination planes. 

The above conclusions, observations and suggestions are submitted for con- 
sideration in determining what can be done by the Public Relations Advisory 
Committee of the Air Transport Association in furthering constructive publicity 
for the certificated airlines and in combating false statements of the 
independents. 

Sincerely, 
RicHarD M. RUMMEL, 
Chairman, Public Relations Advisory Committee, 
Air Transport Association of America, Ine. 


Air TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., June 30, 1948. 


[For use of members only—Not for public information nor dissemination] 


Subject: Minutes, meeting of Public Relations Advisory Committee, Carlton 
Hotel, Washington, D. C., June 14, 1948. 
Members present : 


Rk. M. Rummel, chairman (UAL) John Thompson (ATA) 
Buell Patterson (AA) Dolores Peterson (ATA) 
Stewart Faulkner (CAL) Also present: 

Walter Henshel (BNF) Robert Ramspeck (ATA) 

L. L. Doty (Capital) Fred Glass (Air Cargo, Inc.) 
James Cobb (DAL) William Raymond (ATA) 
M. M. Frost (HAL) Frank Brunton (AA) 

Mark Nevils (EAL) M. T. Stallter (AA) 

Hoite Agey (NAL) William B. Amlong (CAL) 
Joseph Ferris (NWA) Alex Anderson (NWA) 

Jack Kemp (PAL) Alfred Flynn (PAA) 

Gordon Gilmore (TWA) Chas. 8. Hart (Erwin-Wasey ) 


I. REPORT ON POSSIBLE ATA ANNUAL AWARDS 


Following report of subcommittee, composed of Cobb, Nevils, and Ferris, 
recommending inauguration of ATA awards to newspapers for outstanding re- 
porting in the aviation field, it was moved, seconded and passed that Thompson 
investigate further by counseling with Editor & Publisher magazine and the 
Aviation Writers Association. Final action to be taken at next PRAC meeting. 


II, AIR FREIGHT 


Chairman Rummel reviewed decisions of Air Cargo, Ine. directors’ meeting 
in Chicago May 18 and subsequent meeting in Washington May 26, effecting the 
reactivation and implementation of the air freight project. Recommendations 
adopted at these two meetings included: (1) top management support; (2) 
“Fact and Fiction” pamphlet, stressing true facts in the air freight controversy ; 
(3) coordination between public relations and governmental affairs in Washing- 
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tom and in, the field; (4) fulltime ATA leg man in Washington to work with 
columnists and special writers; (5) thorough coverage of home-town newspaper 
correspondents in Washington; (6) aggressive answers from top airline man- 
gement to any untruths on subject appearing in newspapers around the country ; 
(7) ATA advertising as recommended by the ATA advertising, committee to ap- 
pear in Editor .& Publisher, Publishers Auxiliary and Broadcasting magazine; 
(8) Aggressive talks by top airline management before outside groups with 
speech material to be provided by ATA; (9) airline presidents to stress air 
freight in :press interviews; (10) adoption of terms “established airlines” for 
ATA members and “applicant operators” for so-called independent freight car- 
riers; (11) cooperation between airline attorneys and publie relations depart- 
ments; (12) utilization of airline sales staffs in distribution of air freight 
material. 

Mr. Ramspeck explained the Air Freight case status and recommended strong 
constructive campaign to offset propaganda of applicant operators, He em- 
phasized need for pointing up principles of the Civil Aeronautics Act which 
govern and control competition in the air transport field; also the need for 
airlines to think more on an industry basis with regard to this and other publie 
relations problems. 

Thompson outlined mechanics and operation of the project and reread bul- 
letins and division of responsibilities as well as basic information supplied by 
ATA to committee members. 

It was moved, seconded and passed that the air freight project be reactivated 
with all possible support from individual airlines; that each member of the com- 
mittee encourage cooperation from officials of his own company; that ATA- 
information plan and carry through close coordination with other ATA com- 
mittees on the air freight subject. 


III. REPORT ON AIRLINE ACCIDENT PROCEDURES 


Henshel, chairman of a subcommittee including Player (PAA) and Patterson, 
presented a report on airline accident procedures. Report emphasized that 
although much had been accomplished in alerting individual airline personnel as 
to what to do and what not to do regarding the press and public following an 
airline accident, additional action was necessary to impress personnel of all 
airlines that an accident to any company affects ail lines. Henshel recommended 
a letter asking for a directive to be issued to all employees of each airline out- 
lining rules for their attitude toward any airlines’ accident, Also discussed were 
activities of auxiliary services called in when accidents occur, such as fire depart- 
ments, police departments, Coast Guard and aircraft manufacturers. 

It was moved, seconded and passed that PRAC adopt the preliminary report 
of Mr. Henshel’s subcommittee and establish a continuing committee on this 
subject. Mr. Henshel also recommended there be a report by some member of 
his subcommittee on each accident so that public relations-publicity directors 
can be apprised of progress in accident handling procedures. 

IV. During luncheon, committee members listened to a recording of the United 
States Chamber of Commerce’s program “Let Freedom Ring” based on material 
supplied by ATA concerning the role of the airlines in World War II. 


Memorandum to: Admiral Land. Mr. Ramspeck, Mr. Glass. 


Following are suggested topics for future ATA Public Relations work: 

1. The financial condition of the airline industry as shown by 1947 and first 
quarter 1948 results. Facts about continued high costs. 

2. The dire effects which would result from superimposing a new route 
structure on the present pattern. 

3. The true story of the “veterans’ airlines”—showing the number of veterans 
employed by the certificated airlines and giving facts regarding the banker and 
oil interests behind the “struggling” cargo carriers. 

4. The airlines and national defense—what the airlines did in the last war, 
how they stand ready to serve in any emergency, what the Congressional 
Air Policy Board and the President’s Air Policy Committee had to say on this 
— how an air transport system will be important to the new 70-group Air 

force. 
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5. The true facts about air freight rate “undercutting”—how the independents 
took the lead in cutting rates and what the CAB had to say on this. 

The purpose of the Civil Aeronautics Act of 1938—to assure the sound 
development of an air transportation system. 

7. Present airline competition to combat the monopoly argument. The num- 
ber of route miles on which there is competition of two or more carriers and 
the increase in this regard. 

8. Community service obligations of the airlines. Independents want the 
“cream”; certificated airlines must provide adequate local as well as through 
services. 

9. Pioneering of air freight. Give credit to the independents for whatever 
they have done in developing all-cargo services but point up the true facts as 
to airline pioneering and the bottleneck which prevented airlines from going after 
cargo immediately after the war. 

10. The story of how the independents sought the right to compete, then asked 
to be protected from competition. Quote from CAB report. 

11. Service rates as contrasted with “subsidies.” Emphasize the fact that the 
Post Office Department has paid less than the cost of one battleship for develop- 
ment of the air transport system. 

12. Facts about special handling required for airmail as contrasted with air- 
freight. Airmail must move on first available, fastest schedules; schedules 
often are set with first consideration for airmail times. 

13. Show the inequity of exempting scheduled cargo carriers to the point 
where they enjoy privileges of common carriers without equivalent responsibili- 
ties. Show how independents were rewarded with the exemption status when, 
actually, they should have been cited for violation of the Civil Aeronautics Act. 
Such exemptions have been made without any showing of justification from the 
standpoint of public convenience and necessity. 

14. There is adequate service now. The public would stand to lose instead 
of gain through a dilution of traffic badly needed for continuation of local and 
through airline schedules. 

15. Unused cargo space now available on the scheduled airlines. Show total 
lift available and percentage of that lift now being used. 

16. A story on the volume of cargo being moved on combination passenger- 
eargo planes. All-cargo planes definitely are not doing the whole job. Local 
services depend on combination planes. 

The above conclusions, observations and suggestions are submitted for con- 
sideration in determining what can be done by the public relations advisory 
committee of the Air Transport Association in furthering constructive publicity 
for the certificated airlines and in combating false statements of the independents. 


R. M. RUMMEL, Chairman. 
JoHN W. THompson, ATA. 
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BULLETIN No, 2 (New SERIEs) 


Here is how you can function on the airfreight project : 

PRAC members and field representatives will work with ATA governmental 
affairs, Air Cargo Inc. directors and other airline officials. Col. M. M. Frost 
(Chariman) and Hill Raymond (ATA governmental affairs) will meet with 
their committee in Washington June 7. Rummel and Thompson will represent 
PRAC to coordinate activities, 

Here are project mechanics: 

1. Read carefully attached responsibility sheet and ascertain what project 
chairmen come under your jurisdiction; pick best man in each area for which 
you have responsibility. Call him and outline job. Send him copies of bulletins, 
basic information, and responsibility sheet. Send project chairmen names to 
ATA-information immediately. 

2. ATA-information will send continuing basic material to PRAC members 
who will forward to project chairmen. 

8. Project chairman should call immediate meetings of their groups of other 
airline public relations publicity men in their areas, explain the project. Project 
chairmen will be responsible for distribution of basic information and coverage 
job done in area. 

4. Specific assignments should be made at initial area meetings. Those assigned 
should know their job and how to do it best. Each airline man should know 
who he is to call on. Avoid duplication. Avoid having too many airline repre- 
sentatives call on same press-radio representative. 

5. Basic information should be given to all public media representatives. This 
means calling on newsmen, columnists, radio commentators, editors, writers, 
magazine representatives, etc. Personal calls are only effective means, 

6. Project chairmen should request additional copies of basic information from 
their PRAC-member superiors, They should also report progress made. Requests 
and reports should be forwarded by PRAC-members immediately to ATA- 
information. Progress reports should be into ATA-information with 2 weeks 
and every 2 weeks thereafter. 

PRAC-members should wire ATA-information for total copies of basic infor- 
mation needed to cover all project chairmen in their areas. Let's get this rolling 
now. 

RicHarp RuMMEL, PRAC Chairman, 
Joun THompson, ATA, 


MEMORANDUM 
To: Admiral Land. 
Subject: Airfreight case. 

My opinion of the methods which we should use are based upon my own ex- 
perience in seeking public favor in political campaigns. 

Instead of taking a defensive position, I always used affirmative statements, 
They were worded to answer the opposition without directly referring to an 
opponent. Also included were positive assertions setting forth reasons why my 
record a my position on issues were in the public interest or would be best for 
the people. 

It seems to me that in seeking public favor for our side of this case we should 
use the same methods. We should play up the provisions of the Civil Aeronautics 
Act; the reasons for its adoption; the beneficial changes it has wrought in Air 
Transport ; the record of the standard (certificated) airlines and show why the 
publie interest is best served by not destroying these companies, which may 
result if their services are duplicated through certification of the applicant (non- 
standard) airlines. 

There are many facts available. They should be affirmatively brought to the 
attention of the public, and especially to those in position to create public opinion. 

RoserT RAMSPECK, 
Haecutive Vice President. 


May 31, 1948. 
BULLETIN No. 1 (New SERIES) 


It is the decision of those best informed on the Airfreight situation, in ATA, 
Air Cargo, Inc., and in the airlines, that a reactivation of the ATA public relation 
advisory committee project on airfreight be accomplished at once, with the sup- 
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port of top airline management. Results from the field following inauguration 


‘of this project last October. were far from satisfactory except in the case of a 
few airlines. 


PRAC’s chairman and ‘ATA’s informatiot director met May 26 with Admiral 


‘Land, Mr. Ramspeck, Air Cargo Inc. directors and other airline officials in 


Washington. The public-relations approach we recommended was generally 
accepted and will be included in action starting this week. Two other projects 
adopted by the group were: 
1. A fact-and-fiction pamphlet for general distribution, to be ready in 2 
weeks ; 
2. Series of ads in Kditor and Publisher and similar publications, telling 
airline side of airfreight controversy. 

Decision was to refer to our own airlines as “established airlines” as opposed 
to “applicant operators” (independents). These terms more clearly define two 
groups than “certificated” and “independents.” Please follow this terminology 
wherever possible. 

This project itates speed, speed and more speed. For instance: 

June 1,2 and 3: Oral arguments in freight forwarder case. 

June 6: Deadline set for submission to CAB of certain data requested of appli- 
cant operators for airfreight case. 

June 26 or 28: Twenty days after submission of above data has been set as 
deadline for entering briefs in air freight case. Decision possibly could, be 
reached by July 15. Most experts don’t believe it will come that fast, but it could 

June 1948 is the crucial month. Project chairman and committees must con. 
centrate on this coming month. Applicant operators have renewed their propa. 
ganda campaign. Their mistatements must be stopped; correct ones must replace 
them. 

O. K. Now read Bulletin No. 2 which suggests how to do this. Let’s go. 

RicHArp RuUMMEL, PRAC Chairman. 
JoHn W. THOMPSON, ATA. 





Arr TRANSPORT ASSOCIATION OF AMERICA, 
Washington, D. C., June 4, 1948. 
Mr. WALTER STERNBERG, 
American Airlines, Inc., New York, N. Y. 

Dear Wa TER: The Air Transport Association’s public relations advisory com- 
mittee has gone on record several times for a campaign to present the true facts 
for the certificated airlines versus the airfreight operators, who call themselves 
independents but whom the scheduled airlines in the future will refer to as 
applicant freight lines. 

The propaganda campaign sponsored by the applicant freight lines, such as 
Slick, Flying Tigers, California Eastern, has so confused the public and put over 
certain fallacious arguments that in justice to the people, the scheduled airlines, 
their employees, the cities they serve, and their stockholders, the true facts 
should be quickly and accurately presented by the certificated airlines. 

Unfortunately, the newspaper people, including columnists, and also radio com- 
méntators have had only one side of the story presented to them; namely that of 
the applicant airlines. 

At a meeting of the public relations advisory committee held in Washington on 
May .26, attended also by representatives of the advertising committee of the 
ATA and Fred Glass and representatives of Air Cargo, Inc., with President Land 


‘and Mr. Ramspeck present, it was voted to immediately run a series of seven 


advertisements in the following magazines read by newspaper publishers, editors, 
columnists, and radio broadcasters : 


American Press 

Editor & Publisher 

Printer’s Ink. 

Publisher’s Auxiliary (which goes primarily to peTapense editors in smaller 
cities) 

Broadcasting. 


These seven advertisements, sonsiien with production costs,‘ will run up fo 
approximately $10,000, which expenditure was approved by the committee. Be- 
cause of the urgency of the situation and to get the ads rolling immediately, 





1978 | MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


American, Capital, Eastern, and United agreed to underwrite their share of the 
$10,000 on the approved-formula basis. Harold Crary, as chairman of the adver- 
tising committee, has already started with the advertising agency the preparation 
of these ads which will be approved by the advertising committee. Your share 
of the assessment is $2,032.18. 
Sincerely, 
M. F. REepreesn, 
Vice President Traffic-Secretary. 


BULLETIN No. 3 (New Series) 
June 16, 1948. 


Those members of the ATA public relations advisory committee, meeting Mon- 
day in Washington, unanimously endorsed reactivation of the airfreight project. 

To spur action on this project, each public relations advisory committee mem- 
ber should write each of his field personnel stating that (Blank—fieldman is in a 
region for which the project chairman is being appointed by (Blank—airline). 
Assignments of project chairmen are noted on the attached responsibility sheet. 
Please ask each of your fieldmen to call the public relations representatives of 
a ow supplying the project chairman in his area and ask what he can do 
to help. z 

Chairman Dick Rummel (public relations advisory committee), John Thomp- 
son (ATA) and several airline publicity directors met yesterday with the ATA 
governmental affairs committee for the purpose of coordinating action on the 
airfreight project. Governmental affairs committee coordinators will contact 
members of the public relations committee and project chairmen for cooperation 
in this project. The governmental affairs committee has outlined a definite pro- 
gram of action. 

We again emphasize the need for getting reports of what your project chairmen 
are doing into the ATA-information office as soon as possible—and keep them 
coming at least every 2 weeks. 

Use Airfreight Project material in your house organs and any other media 
reaching the employees of your airline. 

Remember—basic information supplied you by ATA should be passed on to 
as Many representatives of the press and radio as possible—by personal contact. 


JUNE 26. 


Mr. Ramspeck: Attached hereto are proofs (final) of the two ads which will 
be run in Editor & Publisher; Publishers’ Auxiliary; Broadcasting Magazine. 
a pamphlet also has been finally approved and should be available in about 3 

ays. 

I would appreciate knowing as soon as possible your reaction to the idea of 
distributing copies of the roundup on the airfreight problem to 4,000 small 
town and weekly newspaper editors. 

JOHN THOMPSON, 


JUNE 29, 1948. 
Memorandum to: Public relations advisory committee. 
Regarding: Fact and Fiction pamphlet on airfreight. 


We are sending you under separate cover copies of the pamphlet, Fact 
and Fiction About the Nation’s Airlines. This number was based on past re- 
quests you have made for similar material. It is an arbitrary number and should 
you need more please let us know. Should you not need so many, please let us 
know what your surplus will be and we will arrange for other distribution.. 

This pamphlet was designed to be distributed widely, through such media as 
seat pockets on your planes, on your ticket counters and other offices, in mailings 
going out from your airline, and by hand through the personal contact operations 
of your governmental affairs, public relations, publicity, and executive personnel. 

1. Contact your governmental affairs representatives immediately and confer 
with them on distribution ; 

2. Contact your traffic and sales officials concerning . possible . distribution. of 
the pamphlets ; 

8. Set up mechanics for distribution of the pamphlets through your project 
chairmen and their committees for the airfreight project; 
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4. Set up distribution of the pamphlets through your own public relations 
and publicity representatives throughout your system. 
The. effect of this pamphlet and its arguments on behalf of the established 
airlines depends upon penetrating distribution. 
JoHN W. THOMPSON. 





TRANSCONTINENTAL & WESTERN AIR, INC., 
New York, N. Y., July 6, 1948. 
Mr. Jonn THOMPSON, 
Air Transport Association of America, 
Washington, D. C. 

Dear JoHN: As a preliminary rtport on TWA activities in connection with 
the PRAC airfreight project, both of the TWA chairmen, Bob Helmer in 
Kansas-Missouri, and Kenneth Fletcher in California, have already conducted 
meetings and made assignments for covering their territories. By letter we 
have notified all other TWA public relations managers and all district traffic 
managers, who are public relations designates in cities where we do not main- 


tain public relations offices, to cooperate fully when chairmen in their respective 


areas call upon them. 

Unfortunately, Messrs. Helmer and Fletcher have reported certain indiffer- 
ences among public relations people of other airlines in their areas when asked 
to cooperate. I have requested them to report instances of noncooperation and 
will pass them along to you. 

One further thought, we can use more of the basic material being sent from 
your office. 

Also, I feel it would be advisable to produce some stories with a good news 
peg, since most of the material, etc., has been primarily editorial. Reaction of 
newspaper editors of some already contacted has been “Give us a news story.” 
Our readers are unfamiliar with this fight and we cannot comment on it until 
we have “told them what is is about.” In some of our cities, we are now working 
to get letters from the chambers of commerce to the CAB, which we could write 
nen Sewer about, but basic news stories in your headquarters would be of 
vast help. 

Incidentally, I believe that it would be of value to the ATA if all of our 
public relations managers were placed on your release list. We receive ATA 
releases in public relations headquarters in New York but usually do not have 
sufficient copies to fan out to the field. An intermediate step would be saved if 
you sent general ATA releases to all of our public relations offices. 

A listing of our public relations managers and their addresses is as follows: 
W. B. Boughton, 630 Fifth Avenue, New York, N. Y. 

Larry Murphy, Post Office Box 710, Wilmington, Del. 

Clayton Irwin, 37 South Wabash, Chicago, Ill. 

Robert Helmer, 101 West 11st Street, Kansas City, Mo. 

James Simmons, 5822 Avion Drive, Los Angeles, Calif. 
Kenneth Fletcher, 240 Stockton Street, San Francisco, Calif. 
Thomas Bell, 1026 Seventeenth Street NW., Washington, D. C. 

Please let us know any further cooperation we can give on this airfreight 
project. 

Best regards. 

Sincerely yours, 
TRANS WoRLD AIRLINEs, 
GorDon GILMORE, 
Director of Public Relations. 


Unrrep Arm Lanes, Inc., 
June 24, 1948. 
To: R. M. Rummel, EXOPU. 
From: R. C. Fernald, CHIPU. 
Subject: ATA airfreight project. 

On Wednesday, June 23, the following attended the meeting in my office relative 
to the ATA airfreight project: Leo Boyle, American Airlines; Clayton Erwin, 
TWA; Jim Jenson, Chicago & Southern; R. C. Fernald, United. 

In accordance with instructions those present were briefed on the current 
airfreight project. All were informed of the urgency of this project. Thirteen 
cities in the Illinois-Indiana area will be fully covered by the airlines operating 
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in those two States. Where there is duplication of service, the airline best ac- 
quainted with the area will distribute the ATA material. Mr. Erwin will dis- 
tribute material and a covering letter to his men in the following cities: Peoria, 
Iil.; Terre Haute, Ind.; South Bend, Ind.; Richmond, Ill. and Quincy, Ill: Boyle 
will similarly follow through for Indianapolis, Ind. and Springfield, Ill. United 
will cover Moline, Ill.; Delta will cover Kokomo, Ind.; Chicago & Southern will 
cover Fort Wayne and Evansville, Ind. Although Delta was not present at the 
meeting, George Stayman will follow through. In Chicago Erwin and Boyle 
will cover key editorial writers on the newspapers and other publications; 
Fernald will cover all radio stations. 

The material for Chicago newspapers and radio stations and for Indianapolis 
and Springfield will be distributed within the next few days. The material for 
the other cities will go out as soon as this office receives 40 additional copies, 
as requested by phone yesterday. From now on we should receive 65 copies of 
all releases relating to the airfreight project. 

Messrs. Boyle, Erwin, Jenson, and Stayman will forward reports to this office, 
which in turn will consolidate them into a single report to you. 

(Signed) Dick Fernald 
(Typed) R.C. Ferna.p. 


Report ON Pustic ReLations DeparTMENT Activities From tHe First Wrex 
DeceMBER 1946 To DATE 


I. Surveys instituted and carried out by the department through pools of the 
airlines or through other sources, and generally resulting in press releases, 
material for other publications, or general information bulletins 


. Review of air transport operations for 1946. 
. Review of air transport operations for first quarter of 1947. 
. Load factors: Several compilations. 
. Monthly growth of air traffic in face of declining rail travel. 
. Air travel by women. 
. Forecasts: Numerous compilations of available predictions for magazines 
and other publications. 
7. Probable Christmas airline travel. 
8. Fares continue below prewar charges in spite of 10 percent increase, one of 
few cost of living items not to rise. 
9. Safety: 

(a) Compilations of data for 1946 and previous years. 

(b) Current running totals and breakdowns. 

. (c) Numerous compilations from varying angles for background material, 
llers, ete. 

(d) Airline Safety Timetable: A chronological table of advances in air- 
ee ee werat te meteorology, communications and instruments, and admin- 
stration. 

(e) Effect of accidents on traffic volume. 

10. Aircraft, current tabulations and breakdowns by types and airlines: 

(a) Number of planes in service. 

(b) Seating capacity. 

(c) Planes on order. 

(ad) Table of detailed specifications. 

(e) Planes equipped for ILS reception. 

11. Personnel: 
(a) Employees released during November, December, and January. 
(b) Veteran employment figures brought up to date. 

12. Brief history of air transport. 

18. Airline use of airports. 

14. Passes: Who is entitled to get them. 

15. Progress of feeder lines. 

16. Route miles: Current tables. 

17. Speed records: Running list. 

18, International: Progress of ICAO, IATA, bilateral agreements, etc. 

19. Capacity of airlines to handle emergency traffic: Prepared in conjunction 

with research department in connection with threatened coal emergency. 
20. Airline aid following Texas City disaster. 
21. Airline adjustment to telephone strike. 
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22, Regulations: Comparison of certificated and nonscheduled; worked out 


answers to various queries on basis of operations department study. 


23. Use of movies on planes. 

24. Compilation of ATA committees. 

25. Advertising plans of airlines. 

26. Press siminar. 

27. Number of airline stockholders. 

28. Air travel cards. 

29. Number of landings and takeoffs in DC—4’s over Memorial holiday. 
30. Number of passengers carried over Memorial holiday. 


Il. Press releases sent out by public relations department from first. week of 


December 1946 to date (approzimately 75) 


on mailing list, which includes 13 separate lists, totals 1,725. 
1, Safety: 
Institute of Life Insurance announcement. 
Safety fillers. 
Digests of testimonies before congressional investigating committee. 
Overall safety program: Arnold statements. 
Digest of speeches. 
Meteorology awards. 
National Safety Council. 
Statstics. 
2. Post office: 
Airmail. 
First flight covers. 
New overseas 10-cent air letter. 
Airmail routes. 
Airmail ceremonies. 
Internaticnal airmail figures. 
Ramspeck testimony. 
Figures on result of 5-cent airmail (increase in volume). 
Combined stories releases through post office 
. Air cargo. 
. Vandercook broadcast. 
. Special events: 
Willow Run Airport dedication. 
GCA model exhibit. 
Newark light demonstration. 
Mineola demonstration (PICAO). 
6. General fillers. 
7. Airpower conferences, AIA. 
8. Foreign Trade Week: United States Chamber of Commerce. 
9. NATO: Year-round vacation program. 
10. ANTC: Release accompanied brochure, 
11. CAA-Aviation officials from South America, joint releases. 
12. Releases on speeches delivered by ATA officers. 
13. Releases on testimony of ATA officers before congressional committees, 


Ole co 


CAB, ete. 


14. Speeches of airline presidents, 


III. Preparation of material for magazines and other publications (this in- 


cludes writing of actual text or providing basie detailed material) 


. Pathfinder magazine. 
Parade. 

Pegasus (Gillmore article). 
Seventeen (radar). 
Modern Industry. 

Colliers. 

. Prep—airline employment. 
. Fortune, 


4 
2. 
3. 
4. 
5. 
6. 
7 
8 
9. 


11. Newsweek, 

12. Hearst editorial. 

13. Eleanor Roosevelt column. 
14. Saturday Evening Post. 
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. The Aircraft Yearbook. 
. The Aircraft Annual. 
. The Aviation Annual. 
. Army Transportation Journal. 
. Washington Aeroguide. 
. Editorial Research Reports. 
. Trade magazines: 
American Aviation. 
American Aviation Daily. 
Aviation. 
Aviation News. 
Air Transport. 
Air Transportation. 
22. Miscellaneous, such as Air-Sea Safety, State aviation magazines, trade 
papers in other lines. 
23. Consultation on matter for magazines and other publications, including 
reading and correcting manuscripts, advising as to content. 
(a) Science From the Airways, a book to be published by Science Service. 
(bo) Several encyclopedia articles. 
(c) Special safety issue of Aviation Maintenance. 
(d) Vacation issue of “Prep.” 


IV. Special stories (based largely on activities of other ATA departments or 
other organizations) 


. Air cargo. 

. New multiple-lane airways, Washington, New York, Boston. 
. Plans of airlines to improve safety and reliability. 
Airmail. 

. Statements of airline presidents on air transport prospects. 
. International travel plan. 

. Liberalization of trip insurance. 

. Insurance—followups on insurance association releases. 
. National Safety Council—followups. 

10. Airline Terminal Corp., plans and progress. 

11. ANTC brochure, part 1. 

12, Decentralizing ATA operations offices. 

13. ATA meteorology awards. 

14. Protest against elimination of control tower funds. 

15. Material for Vandercook broadcasts. 


V. Special events and press contacts 


A. 1. Press Club luncheon and forum, January 22. Land, Arnold. 
2. New York University Club, January 15. Land, Ramspeck, New York 
newspapers. 
3. Participation in Time-Life-Fortune luncheon, Arnold, Ramspeck, Thompson. 
March 1, 1947 : Los Angeles press. 
March 3, 1947: Demonstration flights for Los Angeles press. 
March 6, 1947: Los Angeles, manufacturers representatives. 
March 7, 1947: Dallas, Tex., press (demonstration flights). 
March 10, 1947 : St. Louis, Mo., press. 
Personal contacts with press in following: United and American DC-6 
dedication flights, Los Angeles and Denver, March 1947. 
Kansas City, Mo.: March 9, 1947. 
Chicago, Ill. : March 12, 23, 1947. 
Indianapolis, Ind. : March 20, 1947 ; May 8, 1947. 
Fort Worth, Tex. : March 7, 1947. 
Detroit, Mich. : February, May, 1947. 
New York City: Fairly regularly. 
B. National Aircraft Show (windup)—photo albums, press book, return of 
exhibit material, domestic and overseas. 
C. GCA model for exhibition at Rockefeller Center, New York, and at National 
Airport, Washington. 
D. Airborne Instruments Laboratory, PICAO, demonstration at Mineola. 
E. Blaze of Noon, preview, and recommendation to producers that we did 
not see how this film could be used advantageously to promote airmail. 
F. High intensity light demonstration at Newark for press and officials. 
G. American University transportation seminar. 


OMOADUPS cote 
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H. Tie-in displays at department stores. 

G. Tiein with Colliers magazine on display of photo mural map all over the 
United States. 

I. Luncheon and tour of inspection for visiting South American aviation offi- 
cials, in cooperation with CAA. 

J. Radio: 

Exploring the Unknown, Arnold. 

Gabriel Heatter program. 

ANTC plane transcription, Arnold, Clete Roberts. 

John W. Vandercook series. 

K. NAA: Show Council. 
L. NATO: promotion of year-around vacations, travel. 
M. Willow Run Airport dedication. 
VI. Preparation and distribution of ATA material 
1. Preparation of pamphlets: 

(a) ATA: description of ATA’s objectives, activities. (To date in 
mimeographed form, though publication is contemplated for distribution 
principally to airline employees. ) 

(b) Little Known Facts, material assembled and layout planned, pending 
decision as to publication of 1947 edition. 

(c) Style sheet, air transport terms clarified for writers and editors 
(At printers.) 


2. Distribution : 

(a) Requests received at the rate of 500 a month for literature from 
students, teachers, feature writers, college seniors wanting material for 
theses. Also information requested about becoming a stewardess, and gen- 
eral employment information. 

(b) We send out Little Known Facts, Quiz Booklet and other pieces of 
general information. 

8. Clipping bureau: 

(a@) Magazines and newspapers carefully checked; also clipping service. 

(bo) Thank you letters to editors and writers who say nice things about 
us. Also letters to the editor when not-so-nice things are said. Example: 
JWT letter to editor of New York Times.) 

(c) Photostats of clippings. 

(d) Reprints of articles also distributed. 

4. Weekly digest, Air Transport News Digest, to all publicity directors. 


VII, Material from other organizations distributed through public relations office 


1. Institute of Life Insurance charts and releases. 
2. Home Life Insurance of New York release. 
8. New England Public Relations Digest. 
4. United States Chamber of Commerce, World Trade Week, material. 
5. AIA-Air Power material-American Legion: 
Safety material. 
Planes pamphlet. 
Miscellaneous material. 
6. NATO: Background material, year around vacation; travel. 
7. Air Force Association pamphlet. 
8. Chicago Executives Club pamphlet, with Doolittle article. 
9. Art Baker radio transcription. 
10. State Department release on United States transportation. 
11. CAA release on airports. 
12. Post Office material. 
13. Twohey analysis of newspaper opinion. 
14. AAF: Air industrial preparedness pamphlet. 
15. National Safety Council reports. 
16. Reprints of various newspaper and magazine articles. 


VIII. Miscellaneous 

1. Instituted current information looseleaf book system, enabling anyone in 
office to answer telephone and other queries about topics on which we are most 
frequently questioned—traffic, financial, planes, routes, safety reviews, ATA, 
fares, predictions, operations, mail cargo, personnel, international, speeches, 
regulations, legislation. Also regular reference files. 

2. Consulted with Airborne Instruments Laboratory on releases. 





1984 MONOPOLY PROBLEMS IN REGULATED: INDUSTRIES 


3. Consulted with Air Coordinating Committee on release policies.» 

4. Interested American Press Institute in including air transport as a: topic 
in the next seminar program for editors and reporters. att} 
5. Special PRAC bulletins. / nd 

6. Answering letters and telephone inquiries on anything and everything, , 

The Cuamman. Before adjourning until 2:30, I want to say, Mr. 
Gewirtz, we may be inconvenienced by the ringing of bells for im- 
portant votes, in which event we may have to suspend.» ‘ 

Mr. Gewrrtz. At this point, Mr. Chairman, I know that we would 
suit your convenience in every regard, but we have been trying to find 
out with respect to the entire week when you would expect us to 
testify, either to conclusion or not to the conclusion; is it possible to 
find out now? ; 

The Cuarrman. I think we can continue this afternoon along the 
lines of allowing you to testify uninterruptedly, and then tomorrow 
and Friday. 

Mr. Gewirrz. Would it be tomorrow afternoon, too, Mr. Chairman ? 

The Cuatmrman. We would hope to be able to get into sessions 
tomorrow afternoon, also. 

Of course, it all depends upon the situation that may develop in 
the House, and I cannot answer what may happen there; you under- 
stand that. ; 

», Mr. Gewtrtz. Yes, sir. We are certainly grateful for having no 
interruption. | 

The CuHamman. We will now adjourn until 2: 30, 

- (Whereupon, at 12:45 p. m., the subcommittee recessed until 2:30 
p.m. of the same day.) Fs 


AFTERNOON SESSION 


The Cramman. Mr. Gewirtz, you have been very patient, and we 
will be very glad to hear you. 
Mr. Gewiktz. Thank you, Mr. Chairman. 


TESTIMONY OF STUART G. TIPTON; ACCOMPANIED BY STANLEY 
GEWIRTZ, JOHN L. LUNDMARK, D. W. MARKHAM, AND E. ROBIN- 
SON—Resumed 


Mr. Gewrtrtz. Up to this point we have attempted to describe to 
the committee—— - 

The CrHatrman. Will you speak just a little louder, Mr. Gewirtz? 

Mr. Grewtrtz. Yes, sir. 

I say, Mr. Chairman, up to this point—— 

The Cuarman. Are you on any particular page you are reading? 

Mr. Grwtrtz. We finished last with chart No. 13, and I would 
spring off from that. 

Before I do that, Mr. Chairman, I would like to set something 
straight for the record on which there was some question the last 
time I testified. 

The question came up, I believe Mr. Harkins raised it, with respect 
to the contention that was made, I believe by North American. that 
it had been the first to operate transcontinental DC-6B coach flights. 

T am advised that there were two transcontinental DC-6B single 

lane coach round trips in operation by Northwest Airlines in Deeem- 

r of 1953, those flights operating from New York to Seattle. 
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In addition to that, which I believe is transcontinental although not 
paralleling the North American, Trans-American, or whatever the 
instant name of the company is, had a route from New York to Los 
Angeles. TWA in March of 1956, at the time that a witness for North 
American indicated it was operating the only transcontinental DC— 
6B’s, TWA was not operating DC-6B’s but it had 7 transcontinental 
super-G Constellations—those are comparable to the DC-7—single 
plane combination first-class tourist round trips, including 3 non- 
stops, in operation. 

r was mistaken when I said American had already instituted its 
DC-7 coach flights on May 1. The date for the institution of that 
operation was May 20 out of New York, and June 3, nonstop in both 
instances, New York on the one hand, Washington on the other, to 
Los Angeles. 

In March of 1956, other transcontinental single plane coach round 
trips in operation were: American, 9 DC-6’s; A, 18 Constella- 
tions; United Airlines, 11 DC-6’s. 

I would also amend, or at least modify to some extent, the discussion 
that has taken place prior to this with respect to the development of 
competition in the industry. We have talked to a very large extent 
about the differences between the number of carriers that existed in 
1988, and those that existed today, in 1956. 

Actually, we don’t give ourselves in the industry, nor the Board, 
the benefit of the doubt when we talk about those 2 years compara- 
tively. Of course, as a matter of fact, most of the competitive certifi- 
cations that have been made were made following World War IL. 

You had a period, a very short period, from 1938 to 1941, when the 
war started, when the airlines virtually became an auxiliary of the 
Air Force and the Army and the Navy, and then a period from 1941 
to late 1945 when we were in a war and just slowly getting out of one. 

So essentially, the intense quantitative competition in the industry 
began shortly after World War II, and has taken place virtually in 
a period of some 10 years. 

ow, I am not contending that all of the increased certifications took 
place in that 10-year period. But I believe that the record will show 
that most of them did. 

We talked a little bit, Mr. Chairman, in tracing the growth of the 
industry, and tracing that growth under the mandate of the Civil 
Aeronautics Act which called for an air-transport service of increas- 
ing usefulness to the foreign and domestic commerce, the postal serv- 
ice, and the national defense, about the quantity of competition that 
had been created ; and we explored, I believe you have seen those charts 
in the kit there, the extent to which competition, at least in terms of 
lines on a chart and different airlines serving the top pairs of cities 
in the United States, had increased. 

The Cuarman. But that increased competition was in the so- 
called—it was between the grandfather clause airlines. 

Mr. Gewrrrz. It was amon gnadeniter carriers, some of whom 
in 1938, in fact all but four of the group in 1938, were smaller than 
the local-service airlines are today. 

_ The Cuarrman. So we hear that, always, when we go into various 
industries. United States Steel will say, “Well, there is more compe- 
tition in steel than before.” And when you pin them down, you will 
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find that the competition is only between the old line companies; that 
robably there would have been far more competition in the steel 
industry if some newcomers could come into the field. 

We have the same thing in aluminum, two aluminum companies 
came into the field. Besides Alcoa, we had Kaiser and Reynolds. 
And instead of having concentration of the aluminum in one, we have 
it concentrated inthree. But in my book, that is not more competition. 

Mr. Gewirtz. We would be certainly happy to have our compared 
to. both the aluminum industry and the steel ——— : 

First of all, they are unregulated. Our growth, and our com- 

etitive growth in terms of the development of the smaller grand- 

ather carriers, has been a growth, presumably, under the aegis of the 
Civil Aeronautics Board. at, as I think we pointed out previously, 
have run into een complications from left to right, and it has 
been an intensely greater competitive picture than you have in any of 
the nonregulated industries of the type you have described, or even in 
the automobile industry. 

I believe there was testimony before this committee, Mr. Chairman, 
comparing the Civil Aeronautics Act in terms of its thesis and philoso- 
phy. with the Motor Carrier Act of 1935. 

ell, assuming we accept that comparison, you would have to com- 
pare us with the passenger carriers in the motor field; and if you do, 
ou find intensely more competition in air transportation than you do 
in the bus field, because in the bus field you find that two carriers, 
Greyhound on the one hand, and Transcontinental on the other, have 
about 65 to 70 percent by any measure that you would apply, whether 
it be passenger revenues, whether it be revenue passenger miles or, 
more important, whether it is net operating revenues. 

So that, on balance, whether you pick a nonregulated industry or a 
regulated industry, with very few exceptions the quantity of compe- 
tition—and I have not yet gotten to the quality of it—because we are 
perfectly willing to Ee that competition isn’t just lines on a 
map—it goes beyond that. And we would hope to prove, in the 
course of the testimony that I am just about ready to get into, that 
the qualitative nature of the competition in air transportaion is 
extremely intense. 

We had started with a discussion of the pioneering that had been 
done in air transportation, pioneering that started with the routes 
that are now flown to a very large extent by the certificated airlines. 

Those routes were routes that the carriers flew prior to 1938 and since 
1938, both profitable routes and nonprofitable routes. 

The Cuarman. In those early days, you got aid from the Govern- 
ment by way of subsidies? 

Mr. Gewirtz. Oh, yes, there is no question about that, and there 
is no question that the local service airlines and the helicopter airlines, 
some territorial airlines and some international segments, are being 
subsidized today. We would not deny that. 

We would also point, as I think we did, to the fact that very likely 
the subsidy provided by the Government was matched by shock bitdere 
contributions to the certificated industry. 

But in addition to the routes that were flown—— 

The Crarrman. You have not done badly, profitwise. I asked 
Chairman Rizley of the CAB the following: 
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Is it not correet that the grandfather carriers earned in 1954 and 1955 about 
95 percent of the commercial revenue of the total industry? We have taken 
these questions from your reports. 


_ I think the word “questions” should be “data” from your reports. 


Mr. Riztey. That might be a little high. 

‘The CuarrMan. Is it approximately correct? 

Mr. Rizwey. Yes. 

Mr. Gewrirtz. Well, I would submit, Mr. Chairman, that the fact 
that you enjoy 95 percent of the operating revenues is, and 
with all due respect to Judge Rizley, is no index of eee 
Did Judge Rizley indicate to you the extent to which industry, 
the grandfather carriers, had paid out dividends, what their net in- 


‘come was as a percent of operating revenues, in comparison with 


other regulated and nonregulated industries? Did he indicate to 
you the one of our gross earnings that had been plowed back 
into reequipment 

It is a perfectly simple thing to say that someone enjoys 95 percent 
of the gross market. But it is substantially different than suggest- 
ing that that enjoyment is reflected in net income. 

he Cuarrman. No. It indicates the very material concentration 
that exists in an industry. 

Mr. Gewrrtz. That is a concentration among, assuming the fig- 
ure—and I would like to check it, if I could, of course—but assuming 
the figure to be correct, that is not four airlines; and if you were to 
compare the distribution back in 1938 with the distribution in 1955, 
you would find that the Big Four enjoys a smaller participation of 
the—total market now than it did 16 years ago, regardless of what 
measure you use. 

The Cuarrman. Let’s take another angle. I was addressing Mr. 
Rizley. 

Now the trunkline carriers’ percentage return after taxes was 14.3 in 1953, 
13.8 in 1954, and 16.7 in 1955. 


This is return after taxes. 


Mr. Riziey. That is correct. 

The CHAIRMAN. And is it not true that in 1955 airline earnings after taxes 
were 75 percent above the net profit figure for the previous year, 1954—I quote 
that from the annual report of the CAB for 1955; isn’t that correct? 

Mr. Riztrey. That is correct. 

The CHarRMAN. Is it not also a fact that earnings in the quarter ending 
June 30, 1955, were greater than industry earnings in any entire calendar year 
before 1955? 

Mr. Riztey. That is correct. 

Now, I just thought it might be well to get that inserted in the 
record at this point. 

Mr. Gewirtz. Well, it is in the record at some point. Unfortu- 
nately, Mr. Rizley is no longer with us, at least in Washington. I 
would wish that he had been asked what particular return on invest- 
ment figure he used. 

We propose to spend a considerable amount of time, Mr. Chairman, 
on the subject of this allegation that this industry has enjoyed excess 
profits. Because, frankly, it is just a lot of hogwash. 

Now, take the suggestion that Mr. Rizley has made. 

The Cuarman. Mr. Rizley’s statement is hogwash? 
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Mr. Gewirrz. I believe Mr. Rizley’s suggestion that this industry 
has enjoyed excessive profits is hogwash. 

The Cuamrman, Well, that is a rather strong statement to use of a 
former Chairman of the CAB. Of course, I do not think you would 
use that statement if he were still CAB Chairman. 

aoe Gewirtz. Well, of course, we cannot tell that, but I think I 
might. 

Crarrman. I think you ought to check—— 

Mr. Gewrerz. And we propose to submit data. 

The Cuarrman. When you correct your record and revise your 
statement, I think you ought to delete the word “hogwash” from 
your characterization of Mr. Rizley. I resent that. 

Mr. Gewrrtz. Well, I was characterizing Mr. Rizley’s suggestion 
that this industry had enjoyed excess profits, and I appreciate the 
opportunity to correct the record, Mr. Chairman. But canede that 
you may well agree with us, when we are finished analyzing the 
question of this industry’s return and the question of the allegation 
of excess profits, that Mr. Rizley’s suggestion would just not stand up. 

We are proposing to explore with you before we are finished. 

The CuarrmMan. You must be careful. I think your young blood 
may get the better of you. 

he present Chairman might think you would characterize the 
present Chairman’s statement, at some time or other, “hogwash,” too. 

You have to appear before the CAB, and I advise caution when 
use that kind of characterization. 

Mr. Gewirtz. Well, I do not know how the present Chairman will 
characterize what I said with respect to a former Chairman. I would 
hope that he might patiently read the rest of the testimony, and find 
that regardless of what characterization was placed upon it, in terms 
of semantics, that there is absolutely no substance to the suggestion 
that this industry has at any time from 1946 to 1955 enjoyed any 
excess profits. 

Mr. Maerz. Mr. Chairman, may I just interject a point there? 

The CHatrMan. Yes. 

Mr. Matetz. In Docket No. 5509, Mr. Gewirtz——— 

Mr. Gewtrtz. What is that, Mr. Maletz? 

Mr. Materz. Decided May 14, 1953, granting motions of the certifi- 
cated carriers dismissing the general passenger fare investigation, page 
5, this language is used in the majority opinion, and I quote: 

The Board has considered the latest available earnings reported by the domes- 
tic trunkline carriers, as well as those reported for recent years, and it believes 
that, looking at these years alone, such earnings must be considered excessive 
when measured by any reasonable standard applicable to a regulated industry. 


Nowe my question is this: Would you regard that statement as hog- 
wash 

Mr. Gewirtz. Well, you can call it what you like—I mean, if you 
want me to call it something else. I just think it is wrong. 

Mr. Materz. All right. 

The CuarrmMan. Go ahead, Mr. Gewirtz. 

Mr. Gewrrtz. With respect to the qualitative competitive impact 
as a result of the activities of the industry since 1938, we look briefly at 
the question of the development of equipment, Mr. Chairman, and I 
don’t think there is any need to explore that. 
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It is set out not only on this chart, but on the accompanying tables 
of the chart, setting out at some length the nature of the airlines’ re- 
equipment program since 1946. 

The CuairMan. What page is that? 

Mr. Gewrrtz. That is chart No. 13 and the table accompanying it. 

In addition to the types of aircraft, all of which were troduced 
by the certificated carriers, and all of which were developed by the 
certificated carriers in cooperation with the aircraft manufacturing 
industry, there were additional developments—full-feathering propel- 
lers, wing anti-icing provisions, life rafts, cockpit standardiation. 

I believe the certificated airlines, between the beginning of the war 
and the end of the war—and again here with an assist to a very great 
extent from the Defense Establishment—started the operation of 
overseas land planes where previously amphibious equipment had 
been used. 

Now, in addition to that, there have been developments and all of 
these, in a sense, are the result of the pioneering efforts and the ingenu- 
ity of the carriers—in communications, in electronics, in air naviga- 
tion and air traffic control, which have reflected themselves in terms 
of a spent and burdens with respect to the operations of the 
aircraft. 


ECONOMIC GROWTH 4 


electronic equipment in aircraft 
INCREASING COST, BULK and WEIGHT 


PER AIRCRAFT 


COST BQ 72 | no.of 2% | weIcHT 
UNITS (IN 100s OF oe 
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462 
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$16,203 | 


$10,192 i 


1946 5O ‘S4 38 19946 ‘SO ‘S4 ‘58 1946 ‘SO 54 S8 


This chart shows from.the period 1946 projected into 1958, on the 
basis of the best information we have as to the airborne electronic 
equipment which will be available, not only the increase in cost but the 
increase in the number of units, and the increase in weight. 

= ow, all of these represent developments in terms of reliability and 
safety. 

In addition to that, the industry has made substantial progress in 
the field of air navigation and air traffic control and in developing 
more reliable safety devices. 


77632—57— pt. 1, vol. 3——-37 
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The Cuarrman. Do you not anticipate that when, between 1958 and 
1959, you have to Pay, per plane, $5 million or more, that in propor- 
tion your earnings will go * 

Mr. Gewirtz. We certainly hope so. 

The Cuarrman. And did they not go up as between 1938 when ‘the 
cost per plane was $125,000, and 1955 when the cost was $2,500,000 
ud plane, did not the earnings go up proportionately in those years 

rom 1938 to 1955? 


TaBLE 14.—Compleaity, cost, and weight of airline airborne electronic 
equipment, 1946-58 


Total crystal controlled transmitting and receiving channels 
per aircraft 

Total number of units per aircraft 

Total weig'it of equipment per aircraft 


Purchase price of equipment 
Installation cost 21,911 33, 836 49, 138 
Spare parts 21,911 2, 877 5, 483 


16,203 | 32,895 


1 Estimated according to present knowledge of operating requirements and available equipment. 
2 The percent of price in 1946 amounted to 30 percent, 

# The percent of price in 1950 amounted to 40 percent, 

4 The percent of price in 1954 amounted to 50 percent and in 1958 is estimated at 50 percent. 


Mr. Gewrirtz. I suspect they did. The figure we use is the extent to 
which our nets have matched our grosses. Or, to put it differently, how 
badly we have done in moving our grosses into our nets, propor- 


tionately, as a 1946 to 1955 figure. 

As an example, within that area, if you take 1950 or 1951, I believe 
it is, which was our peak year, and compare it with 1955, you find that 
1955 revenue-passenger-miles increased about 88 Rey and the net 
operating income of the industry increased only about 16.5 percent. 

So that it is perfectly true that we would anticipate some increased 
earnings or else we wouldn’t be going into these reequipment 
programs, 

The position we have taken, and the reason why possibly I was 
unduly harsh with the ex-Chairman of the CAB, is that the return, the 
measure of pete that has been used in our industry, in addition to 
being inapplicable has just not only not been excessive, it has not been 
satisfactory. 

The Cuarrman. What great risk do you run in all that? If your 
profits go beyond a certain amount, you get subsidies. 

Mr. Gewrrtz. If our profits don’t go over a certain amount. 

The Cuarrman. If your profits go below a certain amount. What 
is it,8 percent? If they go below 8 percent, you get a subsidy. What 
risk do you run? 

The Cuatrman. Eight percent? If they go below 8 percent, you 
get a subsidy. What risk & you run? 

Mr. Gewirtz. If you go back to the years of the airline depression, 
Mr. Chairman, I think you would find that this industry suffered net 
operating losses, and that subsidy did not provide profits where profits 
had not been made. 
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and Now, how that is explainable in terms of the fact that the Board 
PE: — provides X percent return on investment, I don’t know. 
| The Cuarrman. I mean to imply only this: I do not want to cast 
. any reflection on the type of operation of your members. They are 
\'the ood operations, and you have done a good job. I have to admit that. 
),000 here is no question about it. 
cor I, who travel on planes as much as anybody in this country, can 
eloquently testify to all] that. 
io "The poirt I am trying to make is that you do not have to cry too 
: much on my shoulder, because I will just have to remove the shoulder. 
is It isn’t so terrible, the plight of the airlines, because you have no 
amy: ceiling on your profits, you can make as much as you possibly can; 
KO, but you do have a floor below which you cannot go, in the sense that if 
you go below that floor of 8 percent, the Government steps in and helps 
a you out. 
753 Mr. Gewrrtz. I wouldn’t say there is no ceiling. Certainly the sug- 
44, 845 tion made by this committee, and the suggestion made by the 
a= omptroller General, and the recent Board order instituting a general 


—— passenger fare investigation suggests what we have always known, and 
= that is that the Board has the authority in the rate-fixing field. 

The Cuarman. But they never used that authority. It was only 
because of the prodding of this committee and the report of the Comp- 
troller oman which report was given great emphasis by this com- 
mittee, that a general passenger fare investigation ensued, or rather, 


t to the order for one. Otherwise, the sky could have been the limit. 
10W Mr. Gewtrtz. Mr. Markham I think spent a considerable amount of 
0r- time, Mr. Chairman, in pointing out, I believe either last Thursday or 
Friday, the extent to which the Board has continuously exercised its 
ieve authority in the rate-fixing field, and had continuously. I think he 
hat spent the better part of one afternoon going into those areas in which 
net e Board has utilized that authority. 
b. The Cuarrman. When I go from New York to Miami now, and I 
sed pay a rate fixed years ago, I do not pay as the crow flies; I pay on a 
ent zigzag route from New York to Miami, and then I am paying more 
than I should pay from New York to Miami. And that is primarily 
vas due to the fact that there was very little competition between those 
the two points. 
| to Mr. Gewirtz. The average yield for the airlines today, Mr. Chair- 
een man, is lower than it used to be 10 years ago. 
The Cnarrman. Well, it is not low enough. 
our Mr. Gewirtz. Well, I would propose to show you—and if you lik 


I would be happy to get into it now since this has become an issue, an 
come back to some of this stuff later—that this industry has not en- 


hat joyed any kind of profits that people have been suggesting that we 
rat ave. If we have, we don’t know where those profits oo gone. They 

certainly haven’t gone to the stockholders. And we mentioned, I 
ou believe, the other day at the outset of our presentation, that about 83 

percent of all the funds that have been made available to this industry 
on, in 1946, from 1946 to 1955, have been plowed back into reequipment, 
ret roughly $1,450,000,000, as against $91 million paid out to specholders 
its I don’t think anyone can seriously contend that the industry enjoyed 


any kind of satisfactory profits before 1946. The arguments are di- 
rected at the period 1946 to 1955—-we will take every penny that the 
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industry raised in funds and show you exactly how every one of those 
dollars was utilized. 

And if it can be proven to us that in that application of funds that 
we propose. to show, there is any element of unfair or inequitable or 
excessive profits and/or earnings, we would like to know where they 
have been. 

The Cuamman. I do not say that they are unfair or inequitable 
profits. I do say that there should be, and should have been long 
since, an overhauling of the general fare structure of the airlines. 

Mr. Gewirtz. We contended—and I know that Mr. Markham would 
be very pleased to g° into the matter again—that the Board has con- 
stantly surveyed the passenger fare structure. It either did it di- 
rectly in that manner, or it did it in the field of mail rates. 

The Cuatrman. So far as I know, so far as I can gather from the 
record, they never made or set forth standards for the so-called level 
of passenger fares. They never did that. 

Mr. Gewmrz. I do not know whether Mr. Markham would want to 
go into that again. I think the record is reasonable complete on our 
position on it. 

The Cuarrman. It is in the record. 

Mr. Gewirtz. And we would proceed to go even further in terms 
of financial analysis of the industry for the last 10 years, and attempt 
to prove to you that if there is to be any revision of fare levels, it is 
our best estimate that the revision in certain areas will be up, rather 
than down. 

The CHamman. Well, that would seem to indicate, then, you should 
not have resisted the passenger fare investigation. 

Mr. Grewtrtz. We did not resist it, Mr. Chairman. Mr. Tipton 
made his position perfectly plain, and I think his language was we 
did not endorse, we did not oppose, and we are not afraid. 

The Cuarrman. I do not say you resisted it this time, but you re- 
sisted it in the past. 

Mr. Gewirtz. We took a position it was not wise. 

The Carman. I mean your association did. Your association 
resisted the general passenger fare investigation. 

Mr. Gewrrtz. I think the question of the association’s position on 
the general passenger fare investigation is a matter of record in this 
proceeding. 

The Cuarrman. All right. 

Mr. Gewretz. And, accordingly, would speak for itself. But again 
to go into the question of an industry that it has pretty much been 
suggested has not done as much as it might have done in view of the 
things that were done for it, I would like to state for the record some 
of the operational firsts of the scheduled airlines. : 

The scheduled airlines have pioneered nearly all of the major devices 
to improve the safety and efficiency of our airline operations, let there 
be no question about that. 

I think it would be very fruitful to list for the record at this time 
a good many of those developments, without which the industry would 
have been retarded by a decade or more. ues ; 

One, the industry pioneered the use of flashing navigation lights 
on aircraft as early as the middle thirties. This system is now re- 
quired. We did it before it was required. 
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. Then we started the use of operational control of aircraft through 
the initial'use of an airline dispatch system. That is one of the areas 
which is now required of us, and not required of the large irregular 
carriers, 

We pioneered radio and telephone communications across the oceans 
of the world. 

We introduced ground control approach shortly after the war. 

We developed, in 1952, the rotating anticollision lights; initiated 
the use of airborne weather stations. Since 1949, alone in this area, 
the airlines have spent better than a quarter of a million dollars on this 

roject. 
During the last half of 1955 and early 1956, the airlines, with the 
CAA and the Air Force, developed for utilization in the North At- 
lantic a new air traffic control system of position reporting. 

At the end of the war, the airlines, through the ATA, financed the 
first installation of long-range surveillance radar for CAA air route 
traffic control use. 

The airlines currently provide over 150 navigational aids to permit 
navigation to smal]] communities served by the airlines where those 
aids are not provided by the Federal Government. 

We also provided the first installation of automatic traffic control 
coordinating equipment in a CAA air-route traffic control center, 
again financed by the airlines in 1946 at a cost of better than $20,000. 

When Federal Government funds for the operation of instrument 
flight rule conditions at La Guardia expired in 1945, the scheduled air- 
lines paid the controller’s salary to keep this function going. 

During the period 1946 to 1950, the scheduled airlines, working 
through the ATA, provided flight-test aircraft to assist the Govern- 
ment in achieving standardization in air-navigation facilities. 

The scheduled airlines, again working through the ATA, financed 
the installation of improved high-intensity approach lights at Newark 
Airport at a cost to the ATA of $75,000—at a cost to the industry, I 
should say, of $75,000. 

The airlines worked out the first inflight engine analyzer, which per- 
mits the crew to evaluate engine trouble while in flight. 

The airlines, working through the Airline Electronic Engineering 
Committee, developed VHF communication transmitter-receiver 
specifications; and I could go into the field of flight simulators, into 
the field of pilot-route familiarization, airport qualifications, through 
the usé of moving and strip-film techniques. 

We are not saying that all of these things were necessarily 100 per- 
cent in the public interest. We are suggesting, though, that the 
greater portion of them ultimately contribute to the public interest. 
Certainly, the airlines were helped by all of that. 

The Cuarrman. I would say that the airlines are deserving of great 
credit for those improvements, no question about it. 

Mr. Gewirtz. And these were done under a competitive system, 
Mr. Chairman. Every airline tries to get there ahead of another air- 
line, whether it be in terms of equipment, whether it be in terms of be- 
ing able to advertise that they have a device that provides for greater 
safety or greater ee It is the result of the competitive system, 
regulated though ‘it is, that has provided these benefits to the air- 


transport system of the United States. 
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The Cuarrman. In other words, you think competition, then, is a 
thing. It created a lot of these improvements in and of itself; 
as well as other good things that could be developed. 

Mr. Gewirtz. Competition, on the same basis, at the same level, sub- 
ject to the same qualifications on the basis of the certificate require- 
ments, yes, indeed, it is a good thing. But you cannot have two 
different kinds of competitive operators and assume you have got the 
kind of equitable competition that we know you think is necessary in 
the air-transport system. 

We have heard some testimony and there have been some perfectly 
legitimate questions which have been raised with respect to the op- 
erations of the Air Traffic Conference, with respect to the relation- 
= that exist among agents, and all that is now a matter of record 
and was gone into in some detail last week. 

The results of an Air Traffic Conference, and the results of the 
operations of airlines through an Air Traffic Conference, is that you 
get better service; and you get better service because of the fact that 
you can have interline fe you can have uniform ticketing 
arrangements; you can have standards that are uniform; you can 
have credit arrangements that are uniform; you can put something on 
an airplane in the middle of the United States and send it anywhere 
else in the United States or in the world; you can do that with cargo; 
you can do that with people. 

Now, the Air Traffic Conference and what it does, through the 
various carriers, is something which, if it didn’t exist, you would have 
toinvent. There is nothing evil about it. 

On the contrary, it is extremely beneficial and advantageous, and 
we couldn’t live without it. 

And the advantages of service that come from something like that 
are indeed competitive advantages of a very high quality. 

Mr. Harrys. Mr. Chairman, may I interrupt to ask Mr. Gewirtz 
a question on the Air Traffic Conference ? 

n the protest against approval of the Air Traffic Conference 
agency, a resolution which was filed by the American Society of Travel 
Agents in CAB Docket 5044—-A-16, in one paragraph the protest 
states as follows: 


No authority is vested in the Board— 
and they are referring to the Civil Aeronautics Board— 


to broadly delegate the resolution of relations between the carriers and their 
agents to a combination of carriers without supervision or safeguards required 
by law. 

The automatic approval of such resolution, subject only to a substantial show- 
ing of injury by third parties, constitutes an illegal delegation. The Board 
should be governed, in regulating ATC, by the provisions applicable to industrial 
committees under the Defense Production Act, which specify that such meetings 
must.be. supervised by Government representatives, must have complete minutes, 
must only advise and recommend, not attempt to determine policies of the in- 
dustry or to coerce or compel compliance with the committee’s actions. 


My question with respect to this quotation or this problem is: Do 
you have any comments on the daa nae aan of Government of- 
ficials supervising the activities of the Air Traffic Conference and its 
various committees? 

Mr. Gewrrtz. I think with respect to the question of agent, Mr. 
Markham answered that question the other day when the question was 
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put to him as to whether or not he would be opposed or we would be 
op to CAB supervision or licensing, or what have you, of agents. 
don’t know—is that from ASTA ? 

Mr. Harxins. Yes, that is right. 

Mr. Gewirtz. I would assume that that was certainly answered in 
the proceeding in which it was filed. 

r. Harkins. This eu was dismissed because ATA and 
ASTA apparently worked out an arrangement that did not require 
the proceeding to be a 

r. Gewrrtz. Well, I wouldn’t know that. 

Mr. Harxrns. The problem I am addressing myself to now is the 
lade we of or the need for additional supervision by CAB over the 
conference activities, and the committee meetings of the Air Traffic 
Conference, along the lines of other advisory groups that the Govern- 
ment utilizes in other programs, and I am asking for your comments. 

Mr. Gewrrtz. Well, the Air Traffic Conference is not an advisory 
group in the sense that the business advisory group is an advisory 


group. 

Mr. Harxrns. That is the allegation of ASTA. 

Mr. Gewirrz. That is right, and a very flimsy one, I think you might 

well agree. 
We feel, I would certainly feel, myself, it is unpersuasive, at least 
to myself, indeed, if after reading some of the benefits that you get as @ 
result of the activities of the Air Traffic Conference, that it is neces- 
sary to have any Government supervision of it, particularly since its 
benefits have far exceeded any of the alleged disadvantages of the 
conference. 

Mr. Harkxrns. Well, this statement says that the ATC operates 
without supervision or safeguards required by law. 

Mr. Gewrrtz. I don’t believe that is correct. I think that any agree- 
ment that is entered into as a result of the activities of the conference 
is subject to CAB approval. 

I would submit, Mr. Harkins, as you well know, what you read from 
is certainly a self-serving document; and regardless of what happened 
to the proceeding, it has no probative value as evidence; it is not 
substantive evidence at all. 

Mr. Harkins. We are not peiee this in as evidence. We are try- 
ing to elicit your views on the need for further supervision by the 
Government of the activities of the Air Traffic Conference. 

Mr. Gewirtz. The conference advantages, and what it has been 
able to produce in the public interest, would presumably speak for 
itself, so that any suggestion of Government regulation would appear 
to be ee 

Mr. Maerz. May I just ask you this question, Mr. Gewirtz, along 
the same lines: Mr. Markham testified if a person or company applies 
to become an ATC accredited agent, he first must be sponsored by a 
member carrier of ATA. 

After clearing that hurdle, he then must be approved by the ATC 
agency committee. 

As I recall Mr. Markham’s testimony, he indicated that while the 
ATC agency committee has standards for approving or disapproving 
a particular applicant, the committee does not have to indicate why it 
disapproves any particular application. 
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He also testified, as I remember, that there is no appeal whatsoever 
from the decision of the ATC agency committee. 

Now, the question is this: Isn’t that procedure more or less a “star 
chamber” procedure? i 

Mr. Gewirtz. Well, before answering that question directly, you 
provide me with an opportunity to make a comment about agents that 
[ would have liked to have made last week. 

First. of all, the agents, within the agency resolution, are agents who 
are paid by the certificated airlines. 

The Cuarrman. Can you answer the question, Mr, Gewirtz, instead 
of getting around it?. Why won’t you answer the question ? 

Mr. Gewirrz. I will let Mr. Markham answer it, Mr. Chairman. 
He addressed himself at considerable length to the problem, and I 
don’t profess to know anything about it. 

The Cuatrman. Maybe that is unfortunate. 

Would you care to answer it, Mr. Markham ? 

Mr. Marxuam. I certainly would not accept the characterization 
of a star chamber procedure. 

Mr. Materz. There is no appeal, is there, from the decision of the 
ATC agency committee? 

Mr. Marxuam. There is no appeal beyond this, Mr. Maletz: That 
if any one carrier disagrees with the conclusion reached by the com- 
mittee, it may responsor that same agent, and in that way obtain re- 
consideration, furnishing to the committee any additional information 
which the carrier believes would be pertinent. 

Mr. Maerz. But the applicant has no right of review? 

Mr. Marxuam. No right of review, that is correct. 

Mr. Materz. As a matter of fact, insofar as the applicant is con- 
cerned, if his application is denied by the ATC agency committee, he 
does not even have the right, does he, to find out why his application 
is denied ? 

Mr. Marxuam. He does not have the right, and I don’t know that 
anybody could tell him as a matter of fact, because, as I tried to point 
out the other day, there are a great many considerations that enter 
into the question as to whether he is a qualified agent, and when you 
have 15 to 20 or 30 people voting on that question, you have no better 
way of knowing the considerations which influence each of the people 
voting than you would in a presidential election. 

Mr. Stevenson had no way of finding out why the American people 
did not elect him President last time, 

- Mr. Materz. We are talking about a right of a person to get into 
business. 

Mr. Marxuam. On the contrary, you are talking about the right of 
a person.to serve as an agent for particular carriers. 

Mr. Materz. Are we not talking about the right of a person to get 
into business as an agent for scheduled carriers? 

Mr. Marxuam. Not to get into business. He can be in business as 
a travel agent without the Air Traffic Conference having anything to 
do with it. And he may serve as an agent of the customers—of his 
clients—in exactly the same way that an insurance broker may, with- 
out becoming the agent of any particular insurance company. 

The CuarrmAn. The insurance broker is licensed by a constituted 


agency, an arm of the Government. 
Mr. Marxuam. Mr. Chairman—— 
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The Cuarrman. Are you an arm of the Government? 

Mr. Marxuam. Mr. Chairman, I indicated—I am sorry you were 
not here the other day when we went into this—but I tried. to indi- 
cate at some length that, both for the protection of ourselves and for 
the protection of the public that does business with us, we felt it 
necessary to take some steps to avoid the highly unsatisfactory situa- 
tion that existed with our own carriers and our own agents before 
the war, and has existed in even more scandalous proportions with 
the nonscheduled agents since the war. 

The Cuatrman. It is not a question of satisfactory or unsatis- 
factory to you. This simply means that you shall determine who 
shall or shall not go into the business of a travel agency by way of 
selling tickets of the certificated airlines. 

Mr. Marxuam. It means, Mr. Chairman, that we have set up a 
procedure by which we have attempted to assure that our agents are 
competent agents; that they are responsible agents; that they are 
financially able to do the kind ofa job that we want them to do and 
pay them to do. 

he CuarrMan. You have no such right, morally or legally, I think. 
The only thing that gives you the right is the CAB says you can do it. 

Now, I do hope that CAB will knock that in the head and smash 
it into smithereens. I do not think that you, the Air Transport 
Association, can set itself up as a licensing authority to tell me 
whether I shall go into the travel agency business or not, and if I 
want to sell tickets of your airlines, a public utility, I shall go begging 
to you to be permitted to sell your tickets; and if I get to become one 
of your agents, registered by you and authorized to sell your tickets, 
if I sell somebody else’s tickets that might be not favorable to you, 
I might get into trouble. 

You have no such right. 

Mr. Marxuam. Well, Mr. Chairman, we don’t attempt to exercise 
any such right, particularly with regard to your last statement, 
and I flatly Genie’ that last week during your absence. 

Again, I say, I am sorry you were not here. 

The Cuarmman. We had somebody testifying out on Long Island 
to that effect. 

Mr. Marknam. I don’t believe he testified to that effect, Mr. Chair- 
man; and if he did, he was incorrect. Because he has never been an 
agent, as far as I know, for a scheduled carrier, and therefore has 
never been canceled for any reason. 

The CHamman. Well, I may be wrong in my interpretation of 
what that man from Levittown said, but in any event I do hone that 
the CAB will review that situation, and refuse to let you and your 
organization have that right. 

Mr. Marxnam. Well, Mr. Chairman, let me just add that if that 
should come about, I do hope that Congress or the State legislatures, 
or someone, will take the necessary stens to assure that the travel 
agents will .be a responsible group, both in their representation of 
the carriers and in their dealings with the public. 

Mr. Harx«rns. Mr. Gewirtz, you stated that these Air Traffic Con- 
ference committee meetings were in no way analogous to other ad- 
visory groups. 

_ Mr. Gewrrrz. Business advisory groups. i 

Mr. Harxrns. Business advisory groups. 
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Will you distinguish them for us, please? 

Mr. Gewirtz. I am See the business advisory groups that 
I believe you covered, Mr. Harkins, in your very good study of what 
you called the WOC’s. 

Now, beyond that I would assume that you must mean something 
that I am not familiar with. 

Mr. Harkins. Well, these committees of the Air Traffic Conference 
do meet and promulgate plans or make recommendations to the Gov- 
ernment as to future industry action, do they not? 

Mr. Gewirtz. No, I don’t believe—— 

Mr. Harts. Do they submit to the Government, submit to the 
CAB particularly, programs similar to this Air Traffic Conference 
resolution on the agents ? 

Mr. Gewirtz. They enter into agreements which are filed with the 
Board for approval. I don’t think they ask the Board’s permission 
to conduct the air transport industry on the basis of the way the 
Board thinks it ought to be conducted with respect to ticketing bag- 
gage, interline agreements, and the various problems with which they 
are concerned. 

They are not advisory in any sense, except for the purpose of 
working out in the public interest, and for the public convenience and 
advantage, the various things which have marked the progress of 
American air transportation. 

The CHARMAN. ahead, Mr. Gewirtz. 

Mr. Gewtrrz. In addition to providing over the years for a higher 
quality of service, the certificated carriers of the United States, on 
another qualitative competitive level, can be found to be at least as 


intense, in fact more intense, than other forms of transportation. 
As an example, in 1954, six United States airlines, despite their 

reasonably comparatively meager earnings, were among the top 100 

national newspaper advertisers, ae the advertising bureau 


of the American Newspaper Publishers Association. 

This is an example of the nature of the competition, Mr. Chairman. 
Suggestions have been made that the industry is not intensely com- 
petitive. 

In addition to that, on a 5-year comparison of newspaper expendi- 
tures by travel advertisers—and there you are talking of airlines, 
buses, railroads, steamships, and travel agents—you would find in 
1954 that the certificated carriers of the United States, in terms of 
newspaper expenditures, spent about $13 million; $1.5 million spent 
by foreign carriers, $2 million by the bus operators, $5.5 million by 
the railroads, $2.3 million by the steamships, and less than $1 million 
by the travel agents. 

Now, that is some index of the nature of the competitive factors in 
this industry. 

In addition to that—and I apologize for the lateness or noncur- 
rency of these newspapers—I have a Washington Post of Tuesday, 
March 20, and a New York Times of Monday, March 19. The reason 
for those dates is that at one time we were scheduled to testify at 
about that particular periodgso that they were not chosen because 
they contain large quantities of airline 

ut we find in the Washington Post of Tuesday, March 20, 6 ads 
by United States scheduled airlines, 1 by a foreign airline, 1 by a 
railroad, and 2 by buslines. 
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That is not any index of monopoly in any shape or form. 

In the New York Times of Monday, March 19, we find 9 United 
States scheduled airlines ads, 1 by a United States supplemental air 
carrier, 5 by foreign airlines, 3 by railroads, 1 by a United States 
steamship company, and 1 foreign steamship line. 

I am‘not attempting to say. that.any one of teen things, in 
and of itself, the competitive nature of the industry. But when you 
take this with the ioneering, with the development of aircraft, with 
the development of. service, with the many other things that are done 
with respect to trying to get passengers away from the other fellow, 
you have an area of competition that is seen too infrequently in the 
field of regulated industry, in the field of transportation, and even by 
comparison with some of the nonregulated industries which you have 
mentioned. 

Now, I would, in a sense, like to withdraw a statement that I made 
erroneously here in June. I said at that time, I believe in answer to a 
question of Mr. McCulloch, that there was probably very little price 
competition in air transportation. 

Now I say that is not true, and we submitted, I believe, to supple- 
ment the record that was made here at the time of our testimony in 
June, some examples of the nature of price competition in the air 
transport industry. 

We showed the first filing dates by carriers on particular routes; the 
second. filing dates, in order to match those first filing dates, of tariffs 
that were normally lower on particular segments; and then, in the 
instance of where there were third and fourth carrier competition, the 
additional filing dates to meet the prices that were originally set by 
one carrier. 

In addition to that, in the cargo field you have price competition. 
Today, I believe American Airlines is the only carrier that has filed a 
deferred airfreight tariff. What it amounts to is that American, un- 
der the terms of the Board’s approval, deferred airfreight rates apply 
to ees which is accepted for air transportation by American on a 
space-available basis, and is delivered a little later than it would have 
been if it went on priority airfreight. 

That.isan example of price competition in the air.cargo field. 

In addition to that, the best example that I think we have of price 
competition in the coach field is the extent, particularly when you 
compare our coach figures to those of the typical large irregular—and 
I just mentioned this very briefly the last time around. 

Here you have a picture of the United States scheduled certificated 
coach tourist service as of July 1955. 

Mr. Materz. What chart is that? 

Mr. Gewirrz. This is chart No. 15, and what you have here is sched- 
uled coach service to 65 cities in the United States. This is just do- 
mestic. It does not show the coach service to about 85 cities all over 
the world. 

Not only is this a picture of the service to 65 cities, but it compre- 
hends coach service to 470 city pairs. There was no irregular com- 
petition that forced service to most of these cities and most of these 
city pairs... 

And as an example of the kind of coach operation you get in the 
large irregular field or the supplemental air carrier field, you have this 
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typical traffic flow of a large irregular combination, and what you find 
is that most of it is from Los Angeles to Chicago, to New York, and 
‘substantially a great portion of it from New York to Miami. 

Now, anybody can operate that kind of an airline. There are no 
service responsibilities. You do not have to provide service to all 
those little cities you saw on the other chart. 

There is much more money to be made when you carry a fellow from 
‘Chicago to Los Angeles than there is when you carry him 
‘Chicago to Detroit, or among the cit — where you have this 
intense competitive operation in the coach field. 

That is an example of the kind of pioneering that has been done, 
and it is pioneering that has reflected itself despite the fact that there 
have been none of these nonregulated pressures with respect to most 
of the cities that we serve. 

Mr. Chairman, there have been some allegations which have been 
made here by some of the witnesses with respect to the indexes or the 
hallmarks of monopoly and concentration that are allegedly found in 
commercial air transportation. 

Over the course of the hours that we have spent up to chart No. 
15A, I believe that we have been able to suggest that some of these 
allegations have absolutely no foundation in fact, based upon the 
record that we have attempted to develop. 

Now, what are the principal indexes of monopoly and concentration ? 
Well, they are pretty traditional. There are reduced efforts to sell 
and consequent reduction in expenditures and sales production. 

Just a few moments ago, we explored the nature of the merchandis- 
ing competition, the advertising competition in air transportation. 
You don’t find a relatively small industry like air transportation, only 
recently a billion dollar baby in terms of all of the operations of the 
large airlines in the United States, spending the kind of money in 
advertising that we spent in 1954. : 

In addition to that, another index of monopoly or concentration is 
that markets don’t expand. Well, the pictures, the maps, the charts, 
‘the increased service provided, the number of people served, the popu- 
lation that has air transportation available, suggest that there have 
been no contracting markets in air transportation, domestically or 
internationally. 

You find as a hallmark of concentration, static ingenuity and 
imaginativeness, 

The pioneering, the “firsts” we have shown you, suggest there has 
been no static ingenuity in this industry. In an industry that is 
concentrated, you find little inventive progress. 

From 1946 to 1955, about six different reequipment programs, with 
prospects for even more of them, more expensive ones ahead, were in 
progress. 3 : 

You find in a concentrated industry, the prevalence of mergers and 
consolidations and acquisitions. There have been infinitely fewer 
ones in air transportation since the passage of the act of 1938 than 
there were before. 

The Cuarrman. How many mergers have there been, actually? 

Mr. Gewrrtz. Since 1938? sda 

The Carman. How many grandfather-clause carriers were there 


originally ? 
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Mr. Gewrrtz. Originally, there were 16 “principal,” as Mr. Quigley 
calls them, a carriers; and.there have been, I: would say—-and 
this would be subject to check—about 3 or 4 mergers in the original 
grandfather carrier field. 

Prior to that, Mr. Chairman, in the instance of just 1 airline, there 
must have been 13 carriers prior to 1938: that combined into just that 1 
airline. I am referring to American. 

I think the same thing is true of United or TWA or Eastern. 

There were many more mergers in those years when you had the 
kind of uncontrolled competition that produced the Civil Aeronautics 
Act of 1938, so there has not been that evidence of a concentrate or a 
monopoly since. 

In addition, under a system of monopoly you have divided markets. 
There are no divided markets between your principal traffic-producing 
cities. You have 5 carriers between New York and Chicago; 7 between 
New York and Washington. 

The CHarrman. Seven? 

Mr. Gewrrtz. Yes, sir. 

The Cuatrman. Seven? 

Mr. Gewirtz. They are not all operating, but there are seven cer- 
tificated. 

The Cuarrman. For carrying passengers? 

Mr. Gewirtz. Yes, sir. 

The Cuarrman. What are the seven? 

Mr. Gewrrtz. American, Eastern, National, Capital, TWA, Braniff, 
and Delta. 

The Cuarrman. Capital goes from New York to Washington ? 

Mr. Gewirtz. They are so certificated, I believe, but have not yet 
started their operations. 

The Cuarrman. I have not been able to get a Capital ship to go from 
New York to Washington. 

Mr. Gewrrtz. They are certificated, Mr. Chairman, I believe. 

The Cuarrman. They do not operate. 

Mr. Gewirtz. They have not yet started to operate. 

The CuarrMan. Let’s see. You have Eastern, you have American, 
you have National, you have—— 

Mr. Gewirtz. Delta is operating. 

The Cuarrman. Which? 

Mr. Gewrrtz. Delta, into Newark. 

The CuarrMan. Delta goes to Newark; does it not? 

Mr. Gewrrtz. Yes. 

The Cuarrman. Now? 

Mr. Gewrrtz. Yes, sir. 

The Cuarrman. What were the other two? 

Mr. Gewrrtz. Braniff—— 

The Cuarrman. Where do they go from? 

Mr. Gewrrtz. They start down in Houston. 

The Cuatrman. And they go to New York? Is Braniff operating 
to New York? 

Mr. Gewrrtz. Yes, sir, to Newark. 

The Cuarrman. What is the seventh? 

Mr. Gewirtz. TWA. 

The Cuarrman. Are they actually operating, TWA ? 
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Mr. Gewirtz. I don’t believe TWA has started operating as yet— 
yes, they have. They operate now. I think they operate two trips 
in each direction a day. 

The Cuatrman. How many? 

Mr. Gewrirtz. Two in each direction a 8 

You have, in addition to American and Eastern, 17 flights a day 
provided by these additional 5 carriers. 

The Cuarrman. That is either to Idlewild or Newark? 

Mr. Gewrrtz. Idlewild, Newark, or LaGuardia. 

The Cuarrman. How many of these lines operate between New 
York and Washington as terminal points ? 

Mr. Gewirtz. Well, I believe in every instance New York is the 
terminal point going north; and in terms of origination, every one of 
these flights originates—these are the flights of the carriers other than 
American and Eastern—originate in New York and come south, and 
I believe most of these are nonstop flights between one of the New 
York terminals and Washington. 

The Cuarrman. What about going the other way ? 

Mr. Gewirtz. The other way, they originate in other points. That 
does not diminish the fact that they are competitive. 

The Cuarrman. No. I am just asking for information. 

Mr. Gewrrrz. There are now operating between New York and 
oe seven airlines. 

The Cuatrman. It is about time. 

Mr. Gewtrtz. No comment. 

The Cuatrman. If you have the experience we have on a Friday 
afternoon or Thursday afternoon to try to get home—— 

Mr. Gewirrz. Think of the poor airlines in the middle of the week, 
Mr. Celler. 

The CuarrmMan. What is that? 

Mr. Gewrrtz. Think of them in the middle of the week when they 
are busy waiting for you. 

The Cuarrman. No, I wouldn’t say that. We have difficulty even 
getting planes on Tuesdays and Wednesdays going back to New York. 

Mr. Gewirtz. We are going to be awfully pleased to start showing 
you, as we progress in this presentation, some of our load-factor 
figures. There is no question about ms one of the problems in air 
transportation is not filling your airplanes at your peak periods; 
rather, it is trying to fill them despite the requirements laid down in 
the act, of adequate service. 

So that you find that your first-class load factors, and your coach- 
load factors, higher though they may be than the first-class load fac- 
tors, we are providing approximately, in most instances, between 30 
and 35 percent more seats than we are able to fill. 

The CHarrman. Is it not possible, between New York and Wash- 
ington, like on a Thursday and a Friday, to put on more planes? It 
need not run the rest of the week. 

Mr. Gewirtz. The only difficulty is that you have the same demand 
at other points on your system. I am quite sure that Congressman 
Yates finds as much difficulty getting to Chicago at the end of the 
week as you do getting to New York. 

The difficulty is, when you have — ks in one place, you have 
them everywhere else. It is a problem which, if this committee could 
solve it for the airlines, they would be doing us a great service, indeed. 
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The Cuarrman. I want to say, Mr. Gewirtz, I want to compliment 
you, and also Mr. Tipton, on the very fine presentation you are making. 
And this—what do you call this, a kit? 

Mr. Gewrrtz. Yes, sir. 

The Cuarrman. Is very well done. It shows a lot of labor and 
painstaking effort. I want to compliment you on that. 

Mr. Gewrrtz. Thank you very much, sir. We consider that a com- 
pliment for the entire organization, since by and large, just about all 
of them have been engaged in this effort. 

Now, those are the areas that we have talked about, but there are 
two additional allegations of monopoly and concentration with which 
we would like to concern ourselves now. 

The first is that under a monopolistic system or a system of con- 
centration, you would normally find prices either maintained at the 
same level or increased, because the consumer is generally at the mercy 
of the monopoly or the concentrate. 

In addition, you would find—and there you have the allegations 
that have been made—excess profits, that this industry has enjoyed 
excessive profits. 

Well, I would like to explore with you in some detail, now, both 
of these additional indices of monopoly and/or concentration. 

The first is the fact that when you have a monopoly, you have 
either maintained or increased prices, a statement not applicable to 
the air-transport industry now. We have used as a base index 100 
here in 1938, the date of the passage of the act. That is the base period 
for our prices to the consumer, for the prices of consumer goods to us, 
and for the average airline pay check. 


INDEXES CONSUMER PRICES, AIRLINE AVERAGE 
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TasBLe 16.—Indew of consumer prices compared with inderes of airline average 
passenger-mile receipts and average salaries 


Consumer‘s} Airline Airline Consumer‘s| Airline Atrline 

rices average re- | average sal- Prices average re- | average sal- 
1935-39 ceints 1938 | aries 193: 1935-39 ceipts 1938 | aries 1938 
equals 100 | equals 100 | equals 100 equals 100 | equals 100 | equals 100 


100.8 

99. 4 
100. 2 
105. 2 
116. 6 
123.7 
125.7 


128.6 
139.5 
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Source: Consumer Price Index from Bureau of Labor Statistics, Airline Average Receipts From CAA 
oat Handbook, Airline Average Salaries: 1955-47 from form 41; 1947-38 Annual Airline Statistics, 


Well, since 1938, the average airline paycheck has gone up close to 
140 percent. The cost of consumer goods—and this is just one of 
the groups of things we buy—has gone up better than 90 percent; 
and the average airline passenger fare is just about 3 points above the 
base index of 100 in 1938. 

You have a picture of everything going up except the costs of air 
transportation to the American consumer, and I would point out that 
consumer prices merely constitute one of the groups of things we buy. 

You saw the picture of what our Squlpment is costing us. 

In addition to that, there are other areas where we can cite you 
specific examples of increased costs that are fairly burdensome. 

Mr. Matetz. Excuse me, Mr. Gewirtz, may I ask you this question: 
As the committee understands, air transportation has increased 4,000 
percent since 1938; which means, does it not, that unit costs of the 
ainiuee have gone down rather appreciably from 1938 to the present 
time? 

The Cuatrman. You do not have that on your chart. 

Mr. Gewrrtz. No, but I would be perfectly delighted to discuss 
the question of unit costs. 

First of all, unit costs or unit expenses when you reflect them against 
revenue passenger-miles, and unit costs when you reflect them against 
available seat-miles, have probably gone down. In fact, they have 
gone down. But so have unit revenues. And the question is, what 
about the margin between your unit costs and your unit revenues? 

The question is not solely one of what has happened to unit costs. 
The question is: What have you got left after you deduct the costs 
from the revenues ? 

And as you come through the years, you find that that margin has 
been decreasing. 

Remember this, that one of the important considerations, in terms 
of what affects unit costs, is load factors. Where you bring in new 
equipment, and you have not yet retired your older equipment, you 
find that your load factors go down during this period of transition, 
and you find then that your unit costs go up rather than down. 

Mr. Materz. Mr. Gewirtz, I did want to point this out, I know that 
you are familiar with it: It is Commissioner Adams’ dissent in the 
General Passenger Fare Order, Docket No. 5509. He states, and I 
quote at page 18 of his opinion: 

It is immediately apparent, as the airlines claim, that passenger revenues in 
the 1950-52 period were only slightly higher per passenger-mile than they were 
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pefore the war, 1939 to 1941. It is equally apparent, however, that unit expenses 
on the same basis were appreciably lower in the last 3 years than they were 
before the war. 

Then he states—I am skipping a paragraph: 

I have made such a comparisoa and found that in the 3 prewar years, 1939, 
1940, and 1941, commercial revenues per revenue ton-mile average 39 cents. 
In the three most recent years, 1950, 1951, and 1952, such commercial revenues 
average 51.6 cents, for an increase of only 5.3 percent. 

In striking contrast, however, operating expenses per revenue ton-mile, which 
had averaged in the earlier years 61.5 cents per ton-mile, had declined to 47.4 
cents per ton-mile, for a decrease of 23 percent. 

Mr. Gewirrz. Yes, indeed, I have read those words of Colonel 
Adams. I think he failed, however, to point out that during the 
same period of time, there were at least comparative decreases, on 
the one hand, in your operating revenues per passenger-mile; and, 
on the other hand, in your operating revenues per seat-mile. 

So that if you gage the important consideration, which is how much 
money are you making despite the decrease in unit costs or unit ex- 
penses, you would find that although his figures are entirely correct, 
the fact that he has not discussed unit revenues is a significant omis- 
sion, because that is the determining factor. Because if you haven’t 
got that you can’t add and subtract and come up with this answer. 

Mr. Materz. He does make this additional statement at page 19: 

It is therefore at least debatable how much has been shown by the statement 
that air fares haven’t gone up as have other prices. Why should they— 
and he underscores the “should”— 

Why should they have when, through increased efficiency of management and 
equipment operated, expenses have gone down for the airlines at a rate un- 
matched by almost any other industry. 

Mr. Gewirtz. He is entirely correct, and that is a credit to the 
industry; and it is a credit to the industry that is now operating 
DC-—7’s instead of 6’s, and 6’s instead of 4’s. 

By the same token, the proof of the pudding is in the eating, Mr. 
Maletz, and the proof of the pudding is whether you are enjoying 
these profits and whether you are using both revenues and expenses 
to show where you end up. 

There is no question, throughout the period since 1951, unit revenues 
have steadily declined, and that is at least as important a determinant 
in coming out with your end result as just looking at unit costs. 

Now, the industry has been able to bring its unit costs down because 
of the tremendous amount of money it has plowed back itno reequip- 
ment. By the same token, we know that the engine on the DC-7, in 
terms of average cost per overhaul, ran about five times the average 
cost per overhaul of the engine on the DC-6. 

Now, we don’t know what the future is going to bring, and it is 
entirely conceivable, as I would propose to show you, in terms of some 
of the elements of instability in the industry, that a severe drop in 
load factor can in 1 or 2 years wipe out every element of profits that 
we have enjoyed in the last 5, even assuming that these were healthy 
profits. We would contend that they were not. 

I wouldn’t quarrel with Colonel Adams’ figures. I only quarrel 
with the fact that he used only half the picture to demonstrate, and 
very properly, the point that he was trying to make. 

The Cuatrman. I would like to ask this question, Mr. Gewirtz. 
It may not have a direct bearing on this, but it refers to income or 
intake or salvage value, say, on your old planes. 
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Do you have difficulty disposing of your old planes? 

Mr. Gewrrtz. That is a ay eek question to answer. I would 
assume that to the extent that you would want to dispose of a DC-6 
now, you would have no difficulty in disposing of it at all. 

The Cuarrman. You did not have any trouble disposing of the 
DC-3’s, did you? 

Mr. Gewrrtz. Mr. Tipton says we did for a while. I think what 
you have in this industry is, when you can make money disposing 
of your equipment, you can’t afford to dispose of it. 

he CHAIRMAN. I know, but when you did dispose of the DC-3’s, 
you did not do so badly, did you ? 

Mr. Treron. Generally speaking, the DC-3’s were disposed of at 
a pretty good price. There was a period, or, I think—well, I cannot 
identify the period. It was about a year during that, while the 
transition was taking place between DC-3’s, DC-4’s and 6’s, where 
the market got pretty well loaded with DC-3’s, and the prices went 
down rather drastically. 

However, the market on DC-3’s at the moment is quite good, and 
consequently they could be disposed of at a fair price. 

The Cuarirman. I know. I have traveled a great deal over the 
world, and most places you go, you see a DC-8, an old American plane. 
Is is still usable and still serviceable, it is a wonderful plane; and a 
good many DC-—4’s you will see. 

Mr. Tipron. We use a large number of DC-3’s on the local service 
airlines in the United States, and they give good service. 

The Cnatrman. Go ahead, Mr. Gewirtz. 

Mr. Harkins. Excuse me, Mr. Chairman. 

Mr. Gewirtz, I take it ATA has prepared tables or charts showing 
this decline in margin of revenues you have been discussing. 

Mr. Grewtrtz. Yes, sir. 

Mr. Harxtns. Do you have one in this kit ? 

Mr. Grewirtz. We will submit one. We have a rought chart, and 
we would like to polish it up. We would like to submit it particularly 
in consideration of some of the discussion Colonel Adams has made 
on decreasing unit costs and expenses. 

(The following was submitted by the Air Transport Association :) 


A table showing the trend of the relationship between revenues and expenses 
for the domestic trunklines, 1946-55 (appendix U) : 


Profit-and-loss margin for domestic trunklines 





Total Total Net Profit- Per revenue ton-mile 
operating} operating] operating} and-loss 
revenues | expenses | income margin 

percent | Revenues mee Margin | Percent 


Thou- Thou- 

sands sands sands Yen Cents Cents 
.| $311, 500 | $317, 122 48. 78 —0. 86 

352, 490 373, ¢ 54.18 —3. 03 

413, 353 58. 24 . 29 

459, 783 ; 54. 2 3. 07 

524, 109 51, f 62, 571 48. 33 6. 55 
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658,521 | 552, 105, 940 46. 20 
768, 014 , Bf 95, 121 47. 90 
878, 793 , 42 88, 368 48. 27 
978,214 | 878, 753 99, 461 47.31 
; il, 133, 344 |1, 010, 061 128, 283 46. 11 


Source: CAB recurrent reports. 
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There is another element on decreasing costs which is not reflected 
in this chart. That is in training; when you move to DC-—3’s, to Con- 
vairs, and others, you have the cost of upgrading pilots, and the cost 
has increased 15 percent on pilots and mechanics since 1940. 


INDEXES OF AVERAGE PASSENGER-MILE RECEIPTS _, 
COMMON CARRIER INTERCITY TRAFFIC (938-1955 
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TABLE 17.—Indewes of average passenger-mile receipts common carrier intercity 
traffic, 1938-55 


Airline Rail Bus 


Airline 

| aa Ee ee 100. 0 97.7 108. 2 107.6 
‘ 98. 4 111.2 121.3 110.1 
940 97.8 110. 2 127.5 113.3 
97.3 107.1 132. 4 117.1 

101.9 108. 1 133.3 120.3 

101.7 106. 9 134.8 126.0 

103. 3 104.8 134.3 126. 6 

95. 6 1 103. 7 131.9 127.8 

89. 4 BR SH Bi cncechammenne! 102.7 130. 4 1127.2 
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1 Estimated. 
Source: CAB and ICC reports. 


In addition to that, no one has yet come close to figuring out the 
total cost of the increased number of flight delays that are part and 
parcel, Mr. Maletz, of this 4,000 — increase; the kinds of air 
traffic delays which I suggest may become even more annoying unless 
some steps are taken, particularly when you have 7 airlines instead of 
3 flying between New York and Washington on Fridays and Sundays, 
late in the evening, when you have some clouds in the sky. 
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In addition to the inconvenience to the traveling public, every min- 
ute that you keep an expensive airplane in the air costs money. Now 
to some extent and more so when you get more turboprops and turbo- 
jets. It is an expense that you don’t plan for. Maybe you should. 
But nevertheless those air traffic delays cost money. 

They are not represented in this picture. But despite these, and 
despite the training costs and the increased fuel costs and the costs 
that are suffered as a result of air traffic delays, we have been able to 
maintain this, the fare to the consumer, and that is the important con- 
sideration, at a level substantially where it was in 1938. 

And that is based, not upon 1938 and 1955 prices, but it is based upon 
the price of the dollar now and the price of the dollar then. Actually, 
inflation adjustments would prove that this is even a greater bargain 
in 1955 than the chart suggests, particularly when you compare some 
of the other price levels and the haus index and other areas. 

I think we submitted, Mr. Maletz, at page 2584, in part III of your 
hearings last year, a comparison of 1938 and 1954 price levels, selected 
indexes from a Survey of Current Business. That showed in almost 
every instance the air transport industry was way ahead in providing 
the greatest bargain to the American consumer. 

How do we look in terms of other transportation media when we 
compare ourselves to the buses and the rails? 

Well, here we are again. You see the scale is a little stretched out, 
but here we are again, right up above where we were, just a little bit 
above where we were in 1938, 3 percent higher. 

Here are the rails, at about 30 percent higher. And I might point 
out that this is before their requested 5-percent increase in first-class 
fares or in coach fares, and their 714-percent requested increase in 
pullman fares, which will take it up, I assume, about here to 40-per- 
cent. 

And here is your bus picture, up close to 30 percent, too. 

So that the airlines are providing a pretty good bargain, not only 
in terms of the general economy, but also in terms of comparative 
transportation media. 

Now, in addition to that, this industry has not enjoyed any excess 
profits. Let’s take a look at a chart which shows the trend of revenue 
passenger-miles from 1946 to 1955, and suggests that the development, 
as Mr. Maletz suggested, in terms of 1936 to 1955, is going through the 
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TaBLE 18.—Trend of revenue passenger-miles since 1946, domestic trunklines 


Revenue 


passenger- 


Year and quarter 
miles 


2, 193, 142 
2, 039, 780 


1 Centered 4 quarter moving averages. 
Source: CAB recurrent reports. 
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Year and quarter 


Revenue 
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miles 


Thousands 
2, 221, 850 


Adjusted 
revenue 
passenger- 


Caru(dns 
2, 421, 057 
2, 552, 681 


PARALLELS 
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Well, we are Sa a pretty good job of carrying many more people 


in 1955 than we di 


in 1954. This is on a quarterly basis. And the 


table, table No. 18, shows the center “four-quarter moving averages.” 
If you ask me what that means, I will have to refer you to Dr. Robin- 
son. But it gives you a pretty good idea of the direction in which we 


are going. shi. 
I mean, all you have to do is look, and it is going up. And in fact, 


right over here we are off the chart. This is what we have carried in 


terms of passengers. 
How has this reflected itself in net operating income to the industry? 


TABLE 19.—Net operating income and operating ratios, by quarters, 1946-55, 
domestic trunklines 
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1 Centered 4 quarter moving average. 
2 Denotes negative figure. 


Source: CAB recurrent reports, 





NET OPERATING INCOME AND OPERATING RATIC 
DOMESTIC TRUNKLINES 
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As against an increase, 1955 to 1951, of about 88.1 percent in revenue 
passenger-miles, we find that 1955 net operating income—and it is not 
all on this chart—against net operating income in 1951, represents an 
increase, despite the 88.1 percent increase in volume and usefulness, 
of only about 16.1 percent. That is net operating income. 

The increase in net has been an increase of about 45 percent, but it 
does not begin to compare with the kind of volume that the industry 
is oe and the kind of volume that it is giving in terms of people 
carried. 

Down at the bottom is what we call an operating ratio. What that 
does is show the difference between gross revenues and operating ex- 

enses. It is kind of an upside-down business, because the closer you 
get to a hundred, the worse off you are; and when you get up to about 
110 here, it means that for every dollar that you are making, you are 
losing 10 cents, a rather unenviable position to be in. 

But, nevertheless, this may well: be a better index of determining 
your financial health than this is. 

We would propose to go into this in some detail later on in our appli- 
cation of funds discussion and in our discussion of return on invest- 
ment, but this is the picture of net operating income, comparatively. 
This is the picture, by quarters, of how many cents per dollar we are 
making on the volume of business we are doing, by taking gross 
revenues and subtracting operating expenses. 

Mr. Maerz. Mr. Chairman—excuse me, Mr. Gewirtz. 

In connection with this question of operating ratios, wouldn’t you 
say that the members of ATA have been interested in an operating 
ratio approach to ratemaking by the Civil Aeronautics Board ? 

Mr. laa. How many are interested in it? 

Mr. Mauerz. No. I had better speak a little bit louder. 

Wouldn’t you say that the members of your organization have been 
interested in an operating ratio approach to ratemaking by the Civil 
Aeronautics Board ? 

Mr. Gewirtz. I would say there has been some interest. I would 
say that the Board itself not only has evidenced an interest in pro- 
viding that kind of a measure of profits, but in a 1950 decision—I 
believe it was in the Pioneer Mail Rate case—they actually provided 
return on the basis of an operating ratio. 

The Cuarrman. I think we will have to cease for this afternoon at 
this point, Mr. Gewirtz. 

Would it be convenient for you to come back at 9:30 tomorrow 
morning? We might be able to finish your testimony tomorrow 
morning. 

Mr. 5 I think probably at the rate we are going, Mr. 
Chairman, we might well be able to finish tomorrow. 

The Cuamman. We will meet at 9:30. We can probably run on 
and finish tomorrow. 

All right, we will meet tomorrow morning, then, at 9:30. 

(Whereupon, at 4 p. m., the subcommittee recessed, to reconvene 
at 9:30 a.m., Thursday, May 17, 1956.) 
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BeForeE THE Crvrt AERONAUTICS Boarp, WASHINGTON, D. C. 
Docket No. 810 et al. 


In the matter of applications for certificates of public convenience and necessity 
under section 401, and for approval of certain relationships under section 408 
of the Civil Aeronautics Act of 1938, as amended, known as the 


AIR FREIGHT CASE 


Brier in Support oF Exceprions TO EXAMINERS’ REPORT ON BEHALF OF THE AIR 
TRANSPORT ASSOCIATION OF AMERICA, INTERVENOR 


INTRODUCTION 


The Air Transport Association appears in this proceeding to present the views 
of its members, with the exception of Capital Airlines, on certain of the policy 
questions involved. The Association does not as a rule intervene in new-route 
proceedings. The number of times it has done so in the ten years since the Civil 
Aeronautics Act was passed can be counted on the fingers of one hand. It is only 
when the proceeding involves issues of policy of such importance as to affect the 
air transportation system as a whole that the Association seeks permission to 
be heard. This is such a case. 

The applications involved in this proceeding do not just propose new routes; 
they propose a whole new air transportation system. They do not seek merely 
to fill in or round out the existing route structure. Instead, they embody a 
grandiose scheme for a nationwide network of air freight routes, which would not 
only blanket every major trade route in the country, but would reach out into 
every usable airport located in the principal producing and consuming areas along 
those routes—areas which in some eases include several states. The applicants 
who espouse the “area” theory seek authority to conduct both a regular-route 
and an irregular-route service between those areas. They ask the security of a 
long-haul, scheduled operation between major traffic centers, and the freedom of 
a “tramp” operator to perform an on-call service between any other points in these 
extensive areas. 

The grandeur of these proposals and the expansiveness of the applicants’ 
promises have apparently impressed the Examiners, for, with one exception, they 
have brushed aside the applications of the more coventional type and recom- 
mended that five “area-type” operators be permitted, under temporary certifi- 
cates, to continue the “experiment” which the Board authorized through the 
issuance of section 292.5 of its Economic Regulations. They have recommended, 
in effect, that the Board take a colossal gamble—that it wager the future health 
and soundness of the finest air transportation system in the world that the appli- 
eants’ dreams will come true. That it is a gamble is recognized by the Examiners 
themselves, for they caution that “The possibility that the experiment will result 
in a division of cargo traffic between the all-property carriers and the multiple- 
service carriers, which will not permit economic operations by either type of 
carrier, must be recognized” (Rep. p. 264). But what the Examiners do not 
recognize is that the people of the United States decided ten years ago, when 
the Civil Aeronautics Act was passed, that they would not gamble with their 
air transportation system. They demanded progress, yes; but they very delib 
erately elected to assure progress through “sound development” and controlled 
expansion. They did not see fit to rely on the wholesale duplication of routes 
and facilities, the predatory competitive practices, and the recurring cycle of 
feast-and-famine which had marked the growth of other forms of transportation 
in our history. They sought the steady growth of a sound business, not the uncer- 
tain fortunes of the gambler. One need only read the declaration of policy con- 
taind in section 2 of the Civil Aeronautics Act and recall the background against 
which it was written to realize that the Examiners have either misconceived the 
basic philosophy of the Act or have recommended that the Board disregard it in 
the disposition of this case. 


The philosophy of the Civil Aeronautics Act 

At the time the Civil Aeronautics Act was being written, the country was just 
emerging from one of the most violent and widespread economic depressions in 
history. The impact of the depression upon the transportation system had been 
particularly severe. Congress had been forced to take emergency measures to 
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halt the precipitous decline of the railroads into bankruptcy. The Reconstruction 
Finance Corporation Act was passed, in part to bolster the weakened credit of the 
railroads with otherwise unobtainable loans. (Report of the Federal Coordina- 
tor of Transportation, 1934, H. Doc. No. 89, 74th Cong., 1st Sess., p. 36.) A new 
railroad reorganization section was added to the Bankruptcy Act to ease the 
financial burden and facilitate the reorganization of those in more desperate 
straits (Id., p.37). And the Emergency Railroad Transportation Act, 1933, was 
adopted in an effort to devise ways and means of restoring the stability and vital- 
ity of the rail transportation system. (Regulation of Railroads, Sen. Doc. No. 
119, 73d Cong., 2d Sess., p. 1.) 

Congressional attention was also focused on other forms of transportation. 
The Federal Coordinator of Transportation, appointed under the Emergency 
Transportation Act, reported to Congress that conditions in the water-carrier 
industry were “chaotic” and the industry demoralized, and recommended that 
the industry be brought under federal regulation. (Regulation of Transportation 
Agencies, Sen. Doc. No. 152, 73d Cong., 2d Sess., pp. 5-13.) He found the inter- 
city trucking industry “disorganized and much of it * * * in an economically 
unsound condition” (/d., p. 14), and the intercity motor-bus industry showing 
some improvement after passing through “a period of financial irresponsibility, 
inadequately trained operators, cut-throat competition, and general disorganiza- 
tion”, but still “far from prosperous” (/Jd., p. 15). He concluded that federal 
regulation of motor carriers, also, was necessary. Even the youthful air trans- 
port industry was facing “not only the ever-present problem of lowering costs and 
increasing traffic but the necessity of adjusting to severe competition within the 
industry and of maintaining, in all possible ways, strategic positions both for 
mail contracts and the patronage of the public’—a situation warranting addi- 
tional federal regulation (/d., pp. 51-3). 

The search for the underlying causes of these conditions brought Congress and 
the country to a new realization that, in spite of the American tradition of free 
enterprise, competition in the transportation system is not an unmixed blessing. 
It was recalled that the abuses which necessitated the enactment of the original 
Interstate Commerce Act were largely the product of the over-expansion and con- 
sequent destructive competition which had taken place in the railroad industry 
(/d., p. 62). The Federal Coordinator reminded Congress of the early days of 
railroad development : 

“Competition between railroads, relied on for public protection, operated 
fiercely and unevenly. It drove railroads into bankruptcy, and it also paid tribute 
to big shippers and big communities at the expense of less-favored rivals. (Over- 
construction, competition, and inflation were responsible, in large measure, for 
periodic epidemics of receiverships and reorganizations” (Regulation of Rail- 
roads, supra, p. 2). 

It was remembered, too, that the early efforts at regulation of the railroads 
had been aimed at the abuses themselves, not at the competitive conditions 
which produced the abuses, and that it was not until the Transportation Act of 
1920 that the attack was shifted. But the disease had proved to be deep- 
seated and virulent. When, nearly fifty years after the advent of federal 
regulation, another depression revealed the serious economic illness of the 
railroads and prompted renewed study of the causes, excessive competition was 
found still to be at its debilitating work. The Federal Coordinator pointed out 
that much of the waste in railroad operations was attributable to the competitive 
situation: 

“This railroad competition has always been keen, and the tendency is for 
it to become keener as traffic diminishes in volume. The result has been that 
as the railroads have been subjected more and more to competition from motor 
vehicles, waterways, pipelines, and airplanes, they have competed more fiercely 
with one another.” (Jd., p. 9. See also Report of the Federal Coordinator of 
Transportation, 1934, supra, p. 24, and Report of the Federal Coordinator of 
Transportation, 1935, p. 33.) 

And the National Transportation Committee, which was organized to study 
the railroad problem, reached similar conclusions, and recommended the elimi- 
nation of competitive rail lines and systems by consolidations and abandonments 
[Moulton, The American Transportation Problem (1933), pp. xxii—xxvil. 

In diagnosing the ills of the water-carrier, motor-carrier, and air-transport 
branches of the transportation system, the Federal Coordinator found that, again, 
excessive competition was one of the fundamental causes. In the case of the 
water carriers, he concluded that “too much and uncontrolled competition” 
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was at the bottom of the industry’s troubles (Regulation of Transportation 
Agencies, supra, p. 9). He found a history of cut-throat competition in the 
trucking and bus industries also (Jd. pp. 14-5), and pointed out that “The air- 
transport carriers face * * * the necessity of adjusting to severe competition 
within the industry * * *” (Jd. p.51). His rejection of the proposal that the 
railroads be relieved of regulation to enable them to compete more effectively 
with other forms of transportation, and his recommendation that the other 
forms be brought under regulation, instead, were based, in part, on the following 
views: 

“* * * Unregulated competition may be quite as much of a public evil as 
unregulated monopoly. This is a fact which it takes time to learn, but which 
the country has learned well from much sad experience” (/Jd., pp. 11-12). 

“Any plan of free and unrestrained competition in transportation would be 
in the teeth of experience. In the case of the railroads it was given a prolonged 
trial and found wanting many years ago. The results were bad for both the 
railroads and the country. The present tendency is to place competition under 
some measure of restraint in industry generally. Uncontrolled competition in 
transportation would make rates and charges utterly unstable and undependable 
and invite much the same abuses as existed in the railroad ‘rebate’ days. It 
would intensify the financial demoralization of all classes of carriers” (Jd., 
p. 58). 

And he summarized the more recent transportation history and the needs of 
the future in the following language: 

“The question of public interest.—In the past 10 or 15 years of transportation 
development in this country, we have followed, unconsciously for the most part, 
a policy of encouraging an oversupply of transportation service. As pointed 
out earlier in this report, in the years 1920-32 approximately 25 billion dollars 
were put into new transportation facilities. 

“In consequence, transportation charges have been lowered for many shippers, 
but these savings are in part only apparent, as diversions of traffic have played 
a part in holding noncompetitive rail rates on a high level, and the costs borne 
by the public as a whole may, in the aggregate be insufficiently met by the 
payments which the shippers make. Moreover, there have been large losses 
in capital returns. An important part of the capital put by individuals into the 
trucking business, for example, has yielded no returns and has frequently been 
entirely lost. Duplication of facilities was for the most part inevitable. The 
costs which it represents are widely diffused and difficult of assignment. 

“The public has also a decided interest in an orderly functioning of the 
entire transportation mechanism. While some shippers gain temporary ad- 
vantage from unstable and unpublished rates, the greater present good and the 
long-run good of all require that the transportation factor in the cost of doing 
business be known and predictable. The truck has changed a situation in which 
substantially all these requirements were met to one of widespread uncertainty, 
instability, distrust among shippers, and undue discrimination and prejudice, 
particularly in favor of the large shipper. Trucks have done much to break 
down a system of rate control which was subject to deliberate adjustment to 
changed conditions, but a system whose very deliberateness and openness were, 
in fact, substantial virtues. 

“Many groups of shippers complain against the uncertainties and vagaries of 
the present situation. Dealers in fruits and vegetables, coal, cotton, grain, 
lumber, and many other commodities are most critical. They find their own 
marketing processes disintegrating without, at least in their view, better ones 
taking their place. Small shippers feel the effects of the competition of larger 
ones who can employ contract trucks at less than common-carrier rates or who 
operate their own motor equipment. The greater burden of taxation upon the 
common-carrier truck is also said to be an adverse competitive factor. 

“There are certain service requirements to which the public attaches impor- 
tance. One of these is responsibility on the part of the operator. Although 
improvement has occurred, * * * there still is complaint against the failure of 
the truck and bus industries to measure up in all respects to the standards of 
responsibility expected of a public servant. Loss and damage claims are not 
always met, ec. o. d. collections promptly or fully returned, schedules maintained, 
or contracts lived up to. 

“A broader aspect of responsibility also deserves mention. This relates to the 
maintenance of truck or bus service on which the shipper or traveler has come, 
perhaps entirely to depend. Certainly no responsibility is felt by the motor- 
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transport industry today to maintain unprofitable or relatively unprofitable 
service, such as the railroads have maintained, frequently voluntarily, although 
sometimes by order of public authorities. The highway operator assumes a 
lesser degree of responsibility for a complete coverage of the transportation 
needs of the area he sets out to serve. Truck and bus operators tend commonly 
to concentrate their efforts on the profitable avenues of traffic. 

“Finally, so long certainly as private capital is the mainstay of the transporta- 
tion system, the public interest requires conditions which will enable the carriers 
to maintain good credit. Loss of investment means wasted human effort, and 
the effect of such waste permeates the entire community. Moreover, financially 
weak carriers are bound to become poor public servants. Good equipment, good 
facilities and good service cannot be maintained indefinitely without financial 
stability. 

“The public interest in transportation may, then, be summarized as requiring 
at least the following: (1) A minimum of outright duplication of facilities or 
services; (2) a transportation system which is well organized and functions in 
an orderly, dependable way, rather than one which is unstable, uncertain, and a 
breeder of discriminations; (3) responsibility, in both the narrow and the broad 
sense indicated above; and (4) financial stability and good credit.” (Id., pp. 
22-23; footnotes omitted; italics supplied.) 

Congress also received during this period other warnings concerning the dan- 
gers of excessive competition and financial instability in the transportation 
system, particularly in the air transport field. The Federal Aviation Commis- 
sion, appointed by the President pursuant to the Air Mail Act of 1934, after 
recommending that competition in air transportation not be abandoned entirely, 
went on to say: 

“On the other hand, too much competition can be as bad as too little. To allow 
half a dozen air lines to eke out a hand-to-mouth existence where there is enough 
traffic to support one really first-class service and one alone would be a piece of 
folly. To try to maintain a multiplicity of services in such a case by giving 
direct governmental aid to all of them would be folly thrice compounded. Even 
though air transport is not a natural monopoly in the sense of a street railway 
line, for example, since it requires no exclusive permanent right-of-way, a cer- 
tain restriction on competition is plainly necessary if government funds are to 
be conserved and if the community is to get its money’s worth from all its expen- 
ditures on civil aviation.” (Rep. of Fed. Av. Comm., Sen. Doc. No. 15, 74th 
Cong., 1st Sess., p. 61). 

By the time the Civil Aeronautics Act was passed Congress had good reason 
to be thoroughly familiar with the problems of transportation and its regulation. 
During the preceding five years, it had been called upon to enact emergency 
legislation for the relief of the railroads and had begun its studies of the longer- 
range proposals which culminated in the Transportation Act of 1940. It had 
passed the Motor Carrier Act, and had had under consideration legislation to 
regulate water carriers and air carriers. It had had called to its attention, 
repeatedly and emphatically, the debilitating and destructive effects of too much 
competition in the transportation system, and had learned, from the experience 
of the railroads, that, once established, competition is not easily curtailed or 
eliminated—nor its effects easily controlled or confined by regulation. It had 
learned, in fine, that if competition in the transportation system is to work to the 
public’s advantage, it must be controlled in amount, as well as regulated in opera- 
tion; and that it can be effectively controlled in amount only by preventing 
overdevelopment in the first place. 

By the time the Civil Aeronautics Act was passed, also, Congress had become 
convinced that the competitive situation in the air transport industry was acute 
and dangerous. The industry’s situation had deteriorated so rapidly following 
the cancellation of the air-mail contracts in 1934 that the airlines were facing a 
financial crisis (Hearings before the House Interstate and Foreign Commerce 
Committee on H. R. 9738, 75th Cong., 3d Sess., p. 338; Hearings before a Sub- 
committee of the Senate Interstate Commerce Committee on S. 3027, 74th Cong., 
1st Sess., p. 78). In its favorable report on S. 3420 (Sen. Rept. No. 1329, 74th 
a 1st Sess.), the Senate Interstate Commerce Committee said (at pages 

“In recent years there has been an extraordinary growth of transportation by 
air. The airlines cover the country carrying many thousands of passengers and 
much express and mail, and are engaged in intensive competition with each other 
and with railroads and other carriers. This competition has been carried to an 
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extreme which tends to undermine the financial stability of the carriers and 
jeopardize the maintenance of transportation facilities and service appropriate 
to the needs of commerce and required in the public interest. The present chaotic 
transportation conditions are not satisfactory to investors, labor, shippers, or the 
carriers themselves.” [Italics supplied.] 


Similar statements were included in the reports of the Senate Committees on 
8. 2 (Sen. Rept. No. 686, 75th Cong., 1st Sess., p. 2) and S. 3845 (Sen. Rept. No. 
1661, 75th Cong., 3rd Sess., p. 2). In its report on §. 2, the Committee went on 
to say: 

“The committee feels that this bill will not only promote an orderly develop- 
ment of air transportation in the United States but, by its immediate enactment, 
prevent the growth of bad practices and uneconomic capital structures resulting 
from a period of destructive competition which the testimony shows to be now 
under way.” [P. 2; italics supplied.] 

The Senate Committee on Commerce also pointed out in its report on Safety 
in the Air (Sen. Rept. No. 185, 75th Cong, ist Sess.) that the financial situation 
of the air transport industry was unhealthy and directly related to safety. The 
Committee said (at page 27) : 

“Investigation made by and the testimony presented to this committee indicate 
that the losses of the air-mail carriers in the fiscal year ended June 30, 1945, 
were about $4,000,000. Even though the losses are now less, their financial 
situation continues to be precarious. This is serious when it relates to a business 
in which ample cash in the bank is necessary if all personnel and material safe- 
guards are to be obtained and used in the interest of safety. Until the air- 
transport business can be placed upon a profitable basis the situation in this 
industry will remain unhealthy.” 

In the same vein, Congressman Randolph, in urging the enactment of H. R. 
9738, stated: 

“The consequences of the existing lack of economic controls over the industry 
are serious in that America’s air transport industry faces a financial crisis. 
The airlines are desperately in need of sound financing on a business basis and 
they desperately need a rational means for eliminating waste and fostering 
economies under sound governmental supervision. * * * The industry has 
reached the point where unbridled and unregulated competition is a public 
menace. * * * Permanent long-term legislation covering the economic phases of 
the industry is required to make possible the carrying out of a healthy long-range 
planning on the part both of management and of government, and to avoid rate 
awar [sic] cut-throat devices, and destructive and wasteful practices of which 
there have been disturbing signs.” [Cong. Rec., May 9, 1938, p. 8597; italics 
supplied.] 

It is not surprising that, in view of the critical situation in the airline industry 
and the background of chaotic conditions in transportation generally, Congress 
should have decided that stern measures were called for. It was not prepared 
to abandon all competition, or the undoubted benefits of competition to the public. 
But neither was it prepared to expose this new member of the transportation 
family to the same crippling disease which had afflicted its other members. Nor 
was it prepared to expose a public, whose economy and welfare had become 
utterly reliant upon a sound and stable transportation system, to the abuses, the 
financial losses, and the vagaries of rates and service which result from over- 
expansion and excessive competition in the transportation system. Congress was 
determined that competition in this industry should be rigidly controlled, both in 
its creation and operation. It borrowed from its experience in regulating the 
railroads the strategy of attacking directly the abuses which result from com- 
petition; but it also went further and adopted a strategy of prevention. Not only 
was air transportation to be regulated “in such manner as to * * * foster sound 
economic conditions” in air transportation (sec. 2 (b)), but competition was to 
be created only “to the extent necessary to assure the sound development” of the 
air transnortation system (sec. 2 (d)). Thus, the attack was directed both at the 
results of the disease and at the cause. The lesson of the past had been learned, 
and the Board was directed to take no chances in the future. In the most 
emphatic terms, it was instructed that competition was to be held to the mini- 
mum “necessary to assure the sound development” of the air transportation 
system. A clearer or more forceful mandate could hardly have been drafted. 


Competition and financial stability 
An effort has been made to create the impression that the decision of this case 
turns mainly, if not entirely, upon a choice between “competition” and “mo- 
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nopoly”’—that certification of the applicants is necessary to “break” the mo- 
nopoly enjoyed by the presently certificated carriers. Nothing, of course, could 
be further from the truth. The issue is not, “Shall we have competition in the 
air transport industry?” It is not even—as we might be tempted to state it—, 
“How much competition can the air transport industry stand?’ Rather, the 
issue is, “Is the additional competition proposed by the applicants and recom- 
mended by the Examiners ‘necessary to assure the sound development’ of the air 
transport system and properly adapt it to the commercial, postal and defense 
needs of the country?” 

To brand the certificated airlines as a monopoly is of course the sheerest non- 
sense. One might, with equal justice and accuracy, label Winston Churchill a 
Communist. It is not an argument calculated to impress those who have even 
a passing familiarity with the subject-matter. In fact, it is not an argument at 
all; it is simply a misstatement of the problem. 

That there is already competition—and strenuous competition—in the air 
transport industry is beyond question. The problem which is concerning many 
students of air transportation—and which the Board must answer most em- 
phatically before authorizing additional competition—is whether there is not 
already too much competition in the industry. The critical financial condition 
of the industry, the renewed emphasis upon military preparedness, and the pros- 
pect of a recession in general business activity in the not-too-distant future, all 
should dictate a most careful re-examination of the competitive situation in the 
industry, without regard to the issues in this case. But certainly, when the 
Board is faced with the necessity of passing on proposals for the wholesale dupli- 
cation of routes and facilities such as those presented here, it must, as a first step, 
satisfy itself that competition has not been a contributing factor in reducing the 
air transport industry to its present precarious condition; for if existing competi- 
tion has proved unhealthful, perpetuating the present competition and authorizing 
still more would only accelerate the process of financial deterioration. 

That process has been taking place during—and in spite of—a period of pros- 
perity almost unprecedented in our peace-time history. General business activity 
has been maintained at near-record levels. Production, employment and pur- 
chasing power have been abnormally high, and many businesses have reported 
the largest profits in their experience—so large, in some cases, as to have pro- 
voked public criticism. Yet in the midst of this plenty, the air transport industry 
has been facing famine. The certificated airlines suffered a net operating loss 
of approximately $6,700,000 during the last half of 1946, over $22,000,000 in 1947, 
and more than $14,000,000 during the first quarter of this year. And their non- 
certificated competitors have not fared much better. The six applicants recom- 
mended for certification by the Examiners had, as of March 31, 1948, accumulated 
deticits totalling over $5,000,000. While it is undoubtedly true that the causes 
cannot be neatly catalogued, or their individual effects isolated and measured, the 
situation certainly calls for the closest scrutiny and analysis. And it would 
come as a surprise to many if competition were not included in the list of causes. 

But even though the Board were completely satisfied that competition should 
be absolved of all blame, it would not follow that the way is clear for the cer- 
tification of additional carriers. Competition is to be increased only “to the 
extent necessary to assure the sound development” of the air transport system. 
Hence, even though it were found that the present ills of the industry were 
traceable to other causes—that competition to date has not proved excessive 
or unhealthful, still, additional competition is not warranted unless it is neces- 
sary to eradicate or overcome those other causes. There is no room for specu- 
lation in the Board’s instructions on this score; it is not free to gamble or ex- 
periment. It must be sure that additional competition is necessary; and it must 
be sure that the result of additional competition will be sound development of 
the air transport system as a whole. Thus, whatever the diagnosis of the in- 
dustry’s present condition, the remedy of additional competition must not be 
prescribed unless the Board is sure of a cure—and is sure that additional com- 
petition is necessary to effect a cure. 

Whether the certification of the applicants is “necessary to assure” the “sound 
development” of the air transport system, whether it would “foster sound 
economic conditions” in the industry, or whether it would actively endanger 
those objectives are questions which should be answered not only in the light 
of present conditions, but also with a view to the next economic depression. 
It cannot be questioned that one of the principal objectives in the minds of 
Congress when it passed the Civil Aeronautics Act was the building of an air 
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transport system sufficiently stable and strong to withstand the ravages of a 
depression as severe as that of the 1930’s. The next depression may well be 
the acid test, not only of the soundness of the air transport industry, but of 
the wisdom of the Board’s administration of the Act. Unless the air trans- 
port industry can survive the next depression without the epidemic of receiver- 
ships and reorganizations which afflicted the railroad industry during the 1930's, 
the Board will have failed to discharge its responsibilities. There is wide- 
spread apprehension concerning the soundness of the industry even now, when 
the tide of prosperity is running high. But what would be the fate of the in- 
dustry in another depression like that of the 1930’s, when national income 
dropped from $86 billion in 1929 to $42 billion in 1933 (Statistical Abstract of 
the United States, 1947), and when the Class I, II and III railroads saw their 
total revenues cut in half and their net operating income fall to less than 38 
percent of the 1929 level in 1933 and to less than 30 percent in 1938 (Statistics 
of Railways in the United States)? CAN THE BOARD SAY, ON THE BASIS OF THIS 
RECORD OR ON THE BASIS OF THE RECORD FOR THE PAST TWO YEARS, THAT THE CREA- 
TION OF A SUPERSTRUCTURE OF AIR FREIGHT ROUTES WOULD SO STRENGTHEN THE AIR 
TRANSPORT SYSTEM THAT IT COULD WITHSTAND SUCH A SHOCK? AND CAN IT GO 
FURTHER AND SAY THAT THE CREATION OF SUCH A SUPERSTRUCTURE WILL assure 
THE ABILITY OF THE AIR TRANSPORT SYSTEM TO WEATHER SUCH A DEPRESSION, AND 
THAT THAT ABILITY CANNOT BE ASSURED OTHERWISE? THE EXAMINERS COULD NOT, 
AND WE DON’T BELIEVE THE BOARD CAN. 


The unusual setting for the case 

It seems almost inconceivable that, within ten years after the establishment 
of a national policy like that laid down in the Civil Aeronautics Act, serious con- 
sideration could be accorded proposals as inherently uneconomic as those made 
by the applicants in this case. Certainly if anyone had suggested in—say—19839 
or 1940, when memories were fresher, that there should be four new trans- 
continental routes, a fifth between Chicago and the West Coast, and three new 
North-South routes, one on each Coast and one from Florida to the Midwest, he 
would hardly have been acclaimed as a prophet, or even as a qualified economist. 
Yet today the atmosphere has changed sufficiently to permit two Examiners of 
the Board, whose abilities are not questioned, to recommend the adoption of just 
such a suggestion. What could account for such a change? We believe the 
answer is three-fold. 

Memories are short—conveniently so when unpleasant. In times of prosperity, 
it is easy to forget the depressions—and the lessons learned during depressions. 
In such times, the rose-colored glasses create an aura of success and optimism, 
even when viewing the last depression and the next one. 

Second, the recent shock of realization that the country had gone too far with 
its disarmament and demobilization programs, and the recognition of the urgent 
need for rebuilding our defenses, tended to place in a favorable light any offer of 
military potential. The applicants’ claims in this respect undoubtedly gained 
them much favorable attention and tended to blind the casual observer to the 
fundamental economic problems involved. 

Third, the unusual combination of circumstances which permitted the appli- 
cants to establish themselves in the air transport field, without first establishing 
their right under the Act to become a part of the air transport system, has also 
had its influence. 

We have already examined the first of these points. Let us look briefly at the 
other two. 

A—National Defense and Economics 


In analyzing the argument that the certification of the applicants would con- 
tribute to the national defense by providing an expanded fleet of transport air- 
craft which would be available in the event of an emergency, the Examiners very 
properly pointed out that the need for a large reserve of aircraft does not favor 
the certification of additional carriers. “No air carrier can for long maintain a 
fleet of planes larger than required for handling the traffic available. * * * The 
national defense interest then will apparently be best served by that carrier that 
can offer the service best suited to the domestic commerce—the most efficient and 
economical service” (Rep. p. 261). What the Examiners are saying is what Con- 
gress said in section 2 of the Civil Aeronautics Act—that “sound economie con- 
ditions” in the industry are essential if the air transport system is to be “properly 
adapted” to the needs of the national defense. 
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It is undoubtedly true that a large fleet of commercial transports is a military 
asset. It does not follow, however, that the certification of additional carriers 
is the best, or even a sure, means of increasing the size of the commercial fleet, 
or of producing a fleet constituted of the types most useful for military purposes. 
Theoretically, the fleet will be adequate, at any given time, to handle the available 
traffic, whether it is operated by two carriers or twenty. Hence an increase in 
the number of carriers offers no assurance of more than a temporary increase 
in the aggregate size of the fleet operated. On the other hand, it may well im- 
pair the military value of the fleet by forcing the adoption of types less suitable 
for military purposes. If, by increasing the number of carriers, the available 
traffic is distributed more widely, the carriers may be forced by economic con- 
siderations to concentrate on smaller types better adapted to the traffic loads 
experienced but less adaptable to military use. Thus, even though the total 
number of aircraft in commercial air transport operations were increased—and 
there is no assurance that it would be-—the value of the fleet for military pur- 
poses might actually be decreased because of the forced concentration upon types 
having lesser utility to the Armed Forces. Therefore, the Examiners are per- 
fectly sound in their conclusion that the national-defense requirement of a large 
fleet of commercial aircraft “does not favor certification of the applicants” 
(Rep. p. 261). 

But the demands of the national defense upon the commercial air transport 
system are not limited to supplying a reserve fleet of transport aircraft. To 
make their maximum contribution in time of emergency, the commercial airlines 
must not only be able to furnish aircraft for military transport. They must have 
the strength and resilience to maintain essential civilian transport services with 
depleted fleets and personnel, and to undertake a multitude of military assign- 
ments of the most varied types (cf. ATA Brief to the Examiners, Appendix “A”, 
pp. 27-8). And during peace-time, even before an emergency arises or is foreseen, 
they must maintain a program of long-range research, of modernization of equip- 
ment and operating procedures and techniques. Without such a program, the 
air transport system cannot long remain “properly adapted” to the needs of the 
national defense. And without financial health and strength, no air transporta- 
tion system can long maintain such a program. As summarized by the Congres- 
sional Aviation Policy Board, at page 15 of its Report (Sen. Rep. No. 949, 80th 
Cong., 2d Session), “National Security requires a financially sound, operationally 
efficient, and technically modern air-transport industry.” And the same conclu- 
sion was reached by the President’s Air Policy Commission, which stated, “As a 
potential military auxiliary, the air lines must be kept strong and healthy” 
(Survival in the Air Age, p. 99). 

What, then, is the significance of the national-defense considerations in this 
case? Certainly they constitute no independent argument for the certification of 
the applicants. What they do is to emphasize the importance of the economic 
considerations and the urgency of restoring and maintaining sound economic 
conditions in the air transport industry. In our Brief to the Examiners, we 
analyzed in some detail the economic considerations which militate against the 
certification of the applicants. Rather than repeat those arguments here, we 
respectfully request that the Board refer to that Brief. The President’s Air 
Policy Commission found that the airlines are not “strong and healthy” at the 
present time (Survival in the Air Age, p. 99). Surely, then, we can ill afford a 
gamble which may further impair, or destroy, their vitality. Current conditions, 
both in the world and the industry, add their counsel of caution to the words of 
the Act. 


B—The Unusual History of the Case 


Quite apart from the merits of the applications, the task of deciding this case 
will not be an easy one. We say this without any intention to recriminate or 
commiiserate; we simply feel that it is both fair and wise to recognize the situa- 
tion for what it is. What is the situation and how did it arise? 

At the conclusion of the War, the Armed Forces released thousands of personnel 
who had been trained in various phases of aviation. Many of them were faced 
for the first time with the problem of making a living in a peace-time economy; 
they had no other trade or training, and they were naturally desirous of capital. 
izing on their acquired skills in the field of aviation. The commercial airlines 
absorbed thousands of them (Ex. ATA-2, p. 18), and thousands of others found 
their way into other established aviation enterprises. But many were unable to 
find the opportunities they sought in established businesses, or felt that greater 
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freedom and opportunity existed in new ventures. There were also many busi. 
ness men, with idle capital and an interest in aviation, who saw unusual promise 
for new business in the aviation fleld. 

The tremendous impetus which the War had given to air transportation and 
the almost boundless optimism for the future of the business which was prevalent 
in those days quite naturally attracted attention to that field. And to many, the 
field appeared to be “wide open”. There was no legal restriction upon contract 
operations, except a minimum of safety requirements which were easily met. (See 
Appendix “B” to ATA Brief to the Examiners.) And there was also an old 
exemption order of the Board (section 292.1 of the Economic Regulations) which, 
although adopted for another purpose and designed to meet another problem, was 
broad enough to permit them to engage in nonscheduled common-carrier opera- 
tions. War-surplus equipment was available at bargain-basement prices; capital 
was plentiful, and investors were elbowing each other in an effort to get in on the 
ground floor of the expected boom in aviation. Furthermore, existing transporta- 
tion facilities were overloaded: the certificated airlines were struggling under 
the combined load of a demobilization traffic peak, equipment shortages, recon- 
version problems, and the demands of a travel-hungry public (Ex. ATA-2, pp. 
1-20) ; and surface transportation was beset with strikes and shortages of every- 
thing except traffic. (See 60th Annual Report, Interstate Commerce Commis- 
sion, pp. 1-3.) And perhaps most encouraging of all was the mad race of con- 
sumer goods to market—a race in which transportation, and particularly fast 
transportation, was at a premium, and cost was secondary, if not unimportant. It 
is not surprising that many saw in this picture the golden opportunity for which 
they had been searching, and new air transport enterprises sprang up by the 
hundreds almost overnight. The Board’s backlog of new-route applications was 
Soon snowed under by the applications of these new enterprises, but they were 
free to commence operations, on a contract or nonscheduled common-carrier basis, 
immediately and without awaiting action by the Board on their applications for 
certificates. 

Most of the applicants in this proceeding commenced operations, either as 
contract carriers or as nonscheduled common carriers. By the time the Board 
was able to reconsider the scope of its nonscheduled exemption order, most of 
the contract and nonscheduled operators had begun to find tarnish on the golden 
opportunity. Signs of order were beginning to appear in the postwar confusion 
of the. nation’s economy. Distribution pipelines were filling up and goods 
were moving to market in a steadier and more normal flow. The public appetite 
for travel was becoming less voracious as desires were satisfied and other tempt- 
ing uses for accumulated savings appeared. And the certificated airlines, as 
well as other established transportation services, were rapidly unravelling their 
problems and providing an improved service more nearly consonant with the 
demand. As a result, the recent, hopeful arrivals in the air transport field were 
encountering increasing difficulties. Their sales problem was beginning to 
appear more formidable; costs were rising; and even with seemingly impressive 
volumes of traffic, most of them were losing money. The remedy, they seemed 
to feel, was a change in legal status. 

The contract operators felt that the maintenance of that status imposed undue 
restrictions upon their sales activity—restrictions which, by limiting advertising 
and the number of customers served, placed them at a disadvantage in obtaining 
back hauls and in meeting common-carrier competition. Those who had elected 
the status of nonscheduled common carriers found themselves handicapped by 
their inability to provide a regular, scheduled service. Both groups saw greener 
pastures in the scheduled common-carrier field. 

By the issuance of section 292.5 of its Economic Regulations, the Board opened 
the gate and admitted a selected group, including the majority of the applicants 
in this proceeding. For more than a year now, they have been free to operate 
as scheduled common carriers, and to test the theory they so confidently advanced 
in support of their plea for that status. Yet the end of the rainbow is still beyond 
the horizon. Financial difficulties have forced some to curtail their operations 
and others to suspend operations entirely. At least two of the applicants who 
obtained Letters of Registration under section 292.5 are reportedly in bank- 
ruptey. And even those who have been able to continue operations have ex- 
perienced mounting deficits and difficulty in attracting new capital. Yet once 
again we are told the remedy is to be found in a change of legal status. The 
sense of security, and the appearance of stability and permanence which would 
flow from the issuance of certificates, would justify the expansion, and attract 
the capital, required for their salvation. 
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That this situation complicates the problem presented to the Board in this 
ease seems evident. The Board is not dealing with applicants who are seeking 
authority to enter the business. These applicants are asking that they be 
permitted to stay in business—that they be given an opportunity to prove their 
theories and recoup their losses. They have already committed large amounts of 
capital to the business and have built up operating organizations. They have 
incurred substantial development costs and have suffered heavy operating 
losses—in some cases, apparently, disastrously heavy. All they ask now is that 
they not be put out of business—that their place in the industry be recognized 
and secured. They are tenants-at-will, fighting eviction, and offering to buy the 
house or even to take a long-term lease. 

It must be recognized, too, that the applicants’ position is one which has 
attracted considerable sympathy and support, both public and political. News- 
paper writers and public figures have felt free to comment approvingly on the 
merits of the applications, and to criticize the Board for its delay in considering 
and recognizing those merits. The certificated carriers have been rebuked for 
their opposition to the applications and the measures which they have taken to 
meet the competition of the applicants. As is so frequently the case in public 
discussions, the arguments have been reduced to a neat set of labels. The appli- 
cants have been proclaimed as “veterans’ organizations,” “small business,” and 
“pioneers,” while the certificated airlines have been branded as “monopolistic,” 
“subsidized,” and “vested interests.” As a result, the atmosphere in which the 
ease is to be decided is hardly the calm, judicial atmosphere of the courtroom. 
In a sense, the Board is being called upon to intercede in a public controversy 
and settle an issue which has already promoted much discussion and some 
bitterness. 

Yet it is not likely that the Board’s decision in this case will terminate the 
controversy. A decision adverse to the applicants would hardly be greeted with 
universal approval. On the other hand, if temporary certificates were to be 
granted, the controversy would merely be heightened and prolonged, and the 
ultimate decision would be subject to the same, or increased, difficulties. And if 
history is any teacher, even the award of permanent certificates to the appli- 
cants would not end their demands upon the Board. In fact, they are already 
seeking authority beyond that applied for in this case. In spite of their scornful 
references to the small-package business during the course of this proceeding, 
the Board is familiar with their efforts to obtain access to the pool of air express 
revenues developed by the presently certificated airlines and the Railway Express 
Agency. (See Petition of the Airfreight Association for Reconsideration and 
Rescission of the Board’s Order of April 2, 1948, Serial No. E-1344, pp. 7 and 8, 
and Annex IV.) It is a matter of public record also that the applicants, in spite 
of their earlier indifferent attitude toward mail traffic (see e. g., Tr. p. 115), were 
active in endeavoring to obtain the enactment of legislation which would author- 
ize them to carry parcel post. (See Hearings before a Subcommittee of the 
House Committee on Post Office and Civil Service, 80th Cong., Ist Sess., Decem- 
ber 10, 12, and 15, 1947, pp. 7, 9, 38, 42, 44; Hearings before a Subcommittee of the 
House Committee on Post Office and Civil Service on H. R. 5090, May 25, 1948, 
pp. lh et seq., gf 4.) And in spite of their repeated remonstrances that they 
desire no subsidy, certain of the applicants have submitted a proposal to the 
Department of the Air Force under which they would operate aircraft leased 
from the government, with a pay load consisting of 75 percent commercial traffic 
moving at a rate of 6¢ per ton-mile, and 25 percent furnished by the government 
at a rate of 32¢ per ton-mile. (See Brief of the Airfreight Association, Docket 
No. 681 et al., dated May 26, 1948, p. 31 and Appendix II.) In the light of ex- 
perience gained during the last two years, one hardly needs a crystal ball to 
predict that, even with a favorable decision in this case, the applicants would 
come before the Board again and again for additional authority, at least until 
such time as prosperity has rounded their corner, or until they finally despair 
of its arrival. 

The Board cannot, of course, remain oblivious to this background. But neither 
can it permit the background to obscure or distort the real issue presented, or 
its judgment to be affected by emotional influences. The issue remains today 
what it was the day the applications were filed: whether the public convenience 
and necessity require the creation of the superstructure of air freight routes 
proposed by the applicants, in addition to the existing air transportation system. 
This issue must be decided as coldly and caleculatingly as any which the Board 
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has ever faced; it cannot be answered by a popularity contest or a poll of 
editorial opinion. The Board has been charged with the responsibility—and 
it is a very grave responsibility—of carrying out a policy, embodied by Congress 
in the Civil Aeronautics Act, and designed to assure the stability and adequacy 
of the nation’s air transport system, in peace or in war, through prosperity and 
depression. That policy was not synthesized from abstractions. It was the 
product of long and bitter experience. The men who wrote it knew well the 
checkered history of the railroads, and the losing fight which the Government 
had waged for fifty years, through legislation and regulation, against the result 
of overexpansion and excessive competition in that industry. They remem- 
bered—all too vividly—the nightmare of the Thirties, when nearly a third of all 
railroad mileage was in receivership or bankruptcy. And they remembered, too, 
their recent efforts to provide a system of regulation which would curb the uneco- 
nomic expansion and destructive competition which had already taken place in the 
motor-carrier field. They were determined that the air transport system should 
not be built on the same precarious foundation. It was too vital to the nation’s 
welfare. And they had learned, from their experience with the railroads, that 
over-expansion and excess competition are more easily prevented than cured. 

One cannot read section 2 of the Civil Aeronautics Act nor the legislative 
history of that statute—particularly against the background of railroad and 
motor-carrier history—without being impressed with the philosophy of caution 
which was enjoined upon the Board. The emphasis upon “sound economic con- 
ditions” and “sound development” found in that section cannot be accidental— 
nor is it just high-sounding phraseology. Rather, it is the recital of a hard- 
learned lession—and a demand that past mistakes not be repeated in this new 
field. It is the lesson which must be applied in this case, however glamorous or 
popular the other alternatives. 

D. W. MARKHAM, 
J. M. VERNER, 
Attorneys for the Air Transport 
Association of America, 
1107 16th Street NW., Washington 6, D. C., 
August 16, 1948. 
CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing brief upon representa- 
tives of all parties who appear of record in this proceeding, by causing to be 
mailed to each of them a copy thereof, properly addressed, postage prepaid. 


J. M, Verner, Attorney. 
AveustT 16, 1948. 


BEFORE THE CIVIL AERONAUTICS BOARD, WASHINGTON, D. C. 


Docket No. 681, et al. 


In the matter of the applications of Universal Air Freight and other applicants 
for certificates of public convenience and necessity under section 401 of the 
Civil Aeronautics Act of 1938, as amended, or for exemptions under either 
section 1 (2) or section 416 (b), or both, of the Civil Aeronautics Act of 1938, 
as amended, known as the 


FREIGHT FORWARDER CASE 


BRIEF ON BEHALF OF THE INTERVENOR, THE AIR TRANSPORT ASSOCIATION OF 
AMERICA, IN OPPOSITION TO THE EXAMINER’S REPORT 


INTRODUCTORY STATEMENT 


In our brief before the Dxaminer, we reviewed the history of this proceeding, 
analyzed the facts involved, and developed the considerations which, in our 
judgment, should control the decision. No useful purpose would be served by 
mere repetition of material which is already before the Board in our earlier 
brief. We respectfully request the Board to refer to that brief for a fuller 
statement of our position on all points involved. 
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THE FACTS 


The facts are gathered in a voluminous record. The services which “for- 
warders” perform in surface transport are broadly and generally discussed. 
The services they propose in air transport are also generally discussed, but 
much reliance is placed on their ability to perform in air transport services 
similar to those performed in “surface transport.” 

In the words of Commissioner Eastman, “At the heart of the forwarder’s busi- 
ness lies the consolidation of many small shipments into a quantity which can 
be tendered to a railroad as a single carload shipment and move at a carload 
rate” (Freight Forwarder Investigation, 229 I. C. C. 201, 309 (1938) ). 

Consolidation entails assembly of shipments by arranging pickup at assembly 
points and arranging trucking services from outlying points to assembly points. 
At the end of the rail haul the opposite activity of distribution takes place. 
The carload is received by the forwarder, and he arranges for the delivery of the 
individual shipments to the individual consignees. The individual shipments 
move on the bill of lading of the forwarder, who assumes responsibility for 
the pickup, the line haul and delivery transportation, although these generally 
are performed by existing direct carriers. This responsibility to the shipper 
for the door-to-door service is the basis for the forwarder’s claim that he pro- 
vides single agency responsibility. It should be noted that forwarders do not 
interchange traffic among themselves so that each forwarder’s service is limited 
to the points which he serves. For these services he derives a compensation 
from the difference between the higher less-carload rate which, in general, is 
charged to the shipper, and the lower carload rate which he pay the rail 
carrier. In his relations with the railroad, the forwarder is a shipper whose 
consolidated shipments move on the railroad’s bill of lading. 

In oceanic transport the so-called forwarder acts only as agent, assuming 
no responsibility for transportation, and does not issue a bill of lading. He (a) 
books cargo space for the shipper, (b) prepares and processes shipping papers, 
(c) arranges for certification of consular documents, (d) he can arrange for 
pickup and. delivery, and (e) for warehousing of cargo, during the time of its 
stay at the seaport awaiting shipment. 

These applicants, some of whom are rail forwarders, and some engaged in so- 
called international forwarding, have performed a variety of services in con- 
nection with air transportation. These include solicitations, pickup and delivery 
and assembly and distribution. The significant aspect of their activities has 
been that practically all of those who have participated have done so as agents 
for the shipper or the carrier, or as contract expediters for certain shippers. 


THE ISSUES 


I. Does the public convenience and necessity or the public interest require the 
certification of exemption of these applicants to operate as air carriers? 

A. Are there some services in connection with air transportation which are 
urgently needed by air shippers, and which the direct air carriers cannot or 
will not supply? 

B. Are these services of a nature which can be performed by these applicants 
only if they have status as indirect air carriers? 

II. Would the Board’s authorizing these applicants to operate as air car- 
riers impair the development of an adequate system for the air transportation 
of property? 

III. Would the public convenience and necessity or the public interest re- 
quire the certification or exemption of the Railway Express Agency, Inc. to 
engage in air transportation as an indirect air carrier? 


SUMMARY OF ARGUMENT 


It is unnecessary and undesirable to authorize these applicants to engage 
in air transportation as indirect carriers. There are no deficiencies either 
basie or incidental in air service which evoke a demand for indirect carriers, 
The arrangements which these applicants can make are for services which must 
in all events be performed by the underlying carriers. The mere act of ar- 
ranging for other carriers’ services falls far short of sufficient to carve out a 
special “carrier” status. To the limited extent the services of these applicants 
may be useful in air transportation to carriers or shippers can be pe. formed 
as agents. 
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To inject them as an intervening “carrier’’ between the shippers and the op- 
erators will impair the development of an adequate and efficient air cargo 
transport system. 

ARGUMENT 


I. Neither the public convenience and necessity nor the public interest require 
the authorization of freight forwarders in air transport 


The basic question the Board must decide in this proceeding is whether for- 
warders are needed. It should be recognized that forwarders do not physically 
transport cargo, they arrange for transportation. They arrange for pickup and 
delivery, they arrange for line-haul transport, and they arrange for connecting 
service. These services must still be provided by the established operating 
carriers, and the issue here is whether they must be designated as carriers and 
authorized to issue bills of lading to perform these services. The designation of 
such persons as “carriers”? has occurred only under very limited circumstances. 
One form of transportation where the circumstances have led to the adoption 
of such a fiction is rail transportation. This record indicates why that occurred. 
There were certain basic gaps in rail service for 1. ¢. 1. shippers, which the rail- 
roads could not impart, and would not, perform. This was accepted as justifica- 
tion for the creation of a fictitious “carrier.” 

To do likewise the Board in this proceeding must make similar findings of 
unsual circumstances. The applicants ask the Board to find that airlines are 
similar to railroads, that certain gaps remain in the direct carriers’ service, and 
certain deficiencies exist which the air carriers cannot or refuse to provide, 
that they are of such vital need to shippers that they justify the adoption of a 
similar fiction and the arbitrary creation of a group which air shippers must 
support. 

The Examiner, we believe, has missed this nub of the proceeding. He has 
recommended the creation of a group to be supported by the shipping public in 
the absence of the requisite findings. He bases that in part on “contributions” 
which he alleges will result from their authorization. This view overlooks the 
fact that without the existence of fundamental gaps in direct carriers’ service 
the contributions of forwarders would at most be superficial and would not 
support the creation of a new class of “carriers.” 


A. The basic and fundamental gaps in service which call for indirect “carriers” 
are not present in an air cargo transport service 


Only a basic gap in the service the public demands should and can justify the 
creation of a new class of “carriers.” Clearly, it was such a fundamental need 
that induced the Interstate Commerce Commission and the Congress to create the 
anamalous class of “carriers” in rail transportation. The basic deficiencies 
of rail transportation which the forwarder supplies have been repeatedly stated 
by the Interstate Commerce Commission in its Freight Forwarder Investigation, 
229 I. C. C. 201 (1938), and were set forth in detail in Exhibit ATA-—74. Those 
defects, and their remedy by forwarders will only be summarized here. 

The first important peculiarity of rail operations is that railroads are geared 
to provide carload service. Over 98% of rail traffic is carload traffic moving 
from the leading rail siding to the unloading rail siding. Traffic moving in this 
service gets the best service the rails can provide. No loading or unloading is 
required en route. The box car can be switched from one carrier to another 
in through interline service. L. c. 1. traffic, on the other hand, represents less 
than 2% of rail business. The railroads must provide expensive freight houses 
to load and unload it. After it is placed on one car, it is reloaded on the average 
of 114 times either on the same carrier or onto cars of connecting carriers. This 
in part accounts for the much slower l. ¢. l. service. That service between New 
York and Los Angeles required 14 days, whereas the carload movement between 
the two cities required only 9 days. 

The second deficiency in rail service is that the railroads for many vears failed 
to give pickup or delivery service, and the railroads refused to provide connect- 
ing service with motor carriers to offline points (Tr. p. W-2907). 

The forwarder stepped into this picture, and by consolidating carloads of 
1. ec. lL. shipments destined to individual cities, he was able to give 1. c. 1. delivery 
at Los Angeles in the same number of days that the rail carrier was able to pro- 
vide carload service. The forwarder remedied the second basic defect by pro- 
viding pickup and delivery service and establishing arrangements with motor 
earriers to effect connecting motor carrier service to off-rail points. It was 
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the refusal of rail carriers to provide an adequate 1. ¢. l. service which induced 
the Interstate Commerce Commission to accept the forwarder and to seek to 
regulate the evils which flowed from his operations. This conclusion is aptly 
summarized by the Commission itself on page 304 of the freight forwarder in- 
vestigation, where it says: 

“We further find that, should the rail lines, by appropriate cooperative effort, 
fail to perform a less-than-carload service, including collection and delivery of 
freight, either by themselves or through one or more wholly owned and controlled 
agencies, whereby traffic which is now being handled by the forwarder, together 
with the present regular less-than-carload traffic, will be handled under a basis 
of graduated quantity rates adjusted in such manner that the less-than-carload 
shipper can ship in his own name and be treated the same as any other shipper 
in less-than-carload lots, then and in that event the only effective means of cor- 
recting many of the abuses practiced by forwarders as portrayed upon this 
record and illustrated in this report is by the enactment of legislation regulating 
the forwarder * * *.” [Emphasis supplied. ] 

The Board, therefore, must find in this proceeding that basic gaps exist which 
can be supplied by these applicants as fictitious “carriers.” We submit that 
the Board can make no such findings regarding air transport. It has been repeat- 
edly urged in this proceeding that since forwarders were justified in “surface” 
transport they were justified also in the air. The Examiner has accepted that 
view. At page 72 he concludes: 

“The analogy between the type of service which the forwarders propose 
to perform in air transportation, and the services which are now being per- 
formed by forwarders in surface transportation is sufficiently great to justify 
a conclusion that the services of the air freight forwarder would be of value 
to the public and to the direct carriers.” 

This view has been repeated so often in this proceeding and has just enough 
color of validity to require careful scrutiny. We believe that a close examination 
of it will demonstrate that it overlooks both the fundamental and incidental dif- 
ferences between air transport and existing surface transportation. 

First, it is far from correct that forwarders operate “in surface transporta- 
tion.” Forwarders, in the sense of indirect carriers, i. e., issuing bills of lading 
as carriers and consolidating small shipments to move in carload lots, exist 
basically only in rail transportation. Forwarders do not issue bills of lading 
or act as carriers in transoceanic marine transportation. United States v. Amer- 
ican Union Transport, Inc. (327 U. S. 487, 90 L. Ed. 772 (1946)). At page 775 
in that case, the Supreme Court describes clearly their functions, and points out 
that they act as agents and “assume no responsibility for the transportation of 
goods,” 

Nor do forwarders operate to any significant extent in motor transportation 
as consolidating forwarders. It is easy to be misled on this point. Primarily, 
forwarders use motor carriers to bring individual shipments from off-line points 
into consolidating centers, where they are loaded on boxcars and transported 
by rail to distributing centers, where, in turn, they are unloaded from boxcars 
and distributed as individual shipments by motor carrier. The minor extent to 
which shipments are consolidated and carried by trucks is so small that the 
normal statistics of the Interstate Commerce Commission show no traffic moving 
in that manner. Thus, the Interstate Commerce Commission’s statistics show 
that the leading freight forwarders reported 4,523,250 tons of freight received 
for transportation, and the railroads’ report for the same year (I. C. C. Statement 
No. 4811) that they carried 4,738,322 tons for freight forwarders. This indi- 
cates quite effectively that the freight handled by freight forwarders was carried 
by railroads, the use of motor carriers was limited primarily to assemble that 
traffic at one end of the movement and distribute it at the other end." 

This limits the “surface” forwarder operation to be relied upon to authorize 
forwarders in air transportation to past operations in rail transportation. It 
has long been apparent that airlines are not railroads, and this record clearly 
shows the dissimiliarity between rail operations and airlines as they fit for- 
warder operations. There is no more reason for bringing over the forwarder 
than to bring the steam whistle and the round house into air operations. 

1. Air carriers’ service is not limited to rail patterns.—In providing a complete 
service to the public the air carriers have an easier task than was faced by the 
rail carriers and they have gone much farther to provide a complete service. 


1The discrepancy between the two figures which shows the railroads receiving more 
tonnage than the forwarders reported, arises from the fact that some forwarders tendered 
traffic to railroads but did not report such traffic to the I. C. C. 
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First, the basic deficiencies in rail transport which called for an intervening 
“carrier” are not present in air transport. Air carriers connect all the important 
cities in the United States with one carrier service. Transfers among carriers 
are negligible compared to the transshipments in rail transport. One-carrier 
service is available between New York or Chicago, on the one hand, and every 
city in the United States with a population of 250,000, or more on the other 
(Exh. No. ATA-74, p. 18). This is in sharp contrast with surface transporta- 
tion, where there is no transcontinental one-carrier service, and the one-carrier 
service available is restricted to smaller areas. 

By air carrier efforts the benefits of single-agency responsibility extend also 
to interline services. Where shipments move over the lines of two or more 
air carriers, a through service is provided by agreement among the carriers 
(Tr. p. W-3205; Exh. No. ATA-10). Pursuant to such agreement, a uniform 
airbill has been adopted (Exh. No. ATA-11, p. 5), which can be issued by any 
certificated air carrier and will be honored by the others. This means the routes 
and services of the individual air carriers are knit together to provide an inte- 
grated system for the handling of interline shipments between any two certifi- 
cated points.” 

The route pattern of air service of itself remedies one of the basic defects 
which encouraged forwarder existence in rail service. This accomplishes in 
the air what Commissioner Eastman, a great proponent of forwarded service 
by rail, thought would obviate the need for freight forwarders in rail service. 
Thus he said: 

“If our railroads were combined into a single mammoth system, or even into 
a very few great systems, the results desired could doubtless be accomplished 
directly, ...”. [Emphasis supplied.] 

The certificated air carriers, linking all the great traffic cities, are precisely 
such a network of through service organizations. 

The validity of that view is verified when air service is tested from the ship- 
per’s point of view. The nugget of forwarder worth in rail transport was faster 
service. By the consolidation of less-than-carload shipments into carload units 
the forwarder provided faster 1. c. 1. service than the direct rail carriers. For 
example, forwarder shipments between New York and the West Coast were de- 
livered the 9th morning, whereas rail 1. c. 1. shipments were delivered the 14th 
morning (Exh. WFC-9, p. 73). 

The ability of the indirect carrier to provide a faster service hinges on 
whether the underlying carrier gives more expeditious service to consolidated 
shipments than he does to l. c. 1. or less-plane-load shipments. Railroad opera- 
tions give carload shipments faster service than 1. c. 1. for the reasons set out 
in the testimony in this case (Exh. ATA 74). 

In air operations, however, there is no significant advantage in a planeload 
over a less-than-planeload shipment. Both are loaded on scheduled aircraft 
and both must be transferred at connecting points. At most, the speed advantage 
of planeload over less-than-planeload shipments would be only the difference 
between nonstop and local schedule times, and which would not be more than 
a few hours. The fact of the matter is that the direct air carriers will give 
overnight service to almost all points for all shipments. This would satisfy the 
normal requirements of air shippers and preclude a significant difference be- 
tween I. p. 1 and p. 1. traffic. 

2. Air carriers already provide the connecting service which would be arranged 
by forwarders.—The second difference from the rail operations is that the air 
carriers are providing a complete service far beyond anything the rails have or 
are now offering. 

In order to make this air transportation system readily accessible to all 
potential users, it is linked with two ground transportation systems. First, a 
pickup and delivery system which operates within terminal areas at airline points 
and which provides shippers and consignees with a choice of either regularly 
scheduled pickup and delivery service (as, for example, evening pickup and morn- 
ing delivery) or special pickup and delivery service at any hour of the day or 
night. Pickup and delivery services have been maintained by the individual 
airlines for air freight shippers since the inauguration of air-freight services 
(Exh, Nos. ATA-28, 39, 45a, 61), and are now extended to approximately 2,300 
communities (Exh. No. ATA-14). This pickup and delivery service is integrated 
into the through movement by the issuance of an air bill by the motor carrier 


2 Overnight service is thereby provided between any two points in the United States with 
substantial traffic interchange. (See, for example, Exh. No, ATA-21.) 
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picking up the shipment which covers it from the door of the shipper to the door 
of the consignee. Both the pickup service at origin and the delivery service at 
destination are the responsibility of the air carrier.’ 

The Examiner implies some criticism of the air carriers’ system. His 
description of how the shipper gets the air bill in his hands on p. 44 seems 
to infer less effective service under the air carriers’ operations than would 
prevail were forwarders authorized. Actually the procedure is clear and efficient. 
On the shipper’s request for service of the air carrier, that carrier calls the 
pickup operator. When the pickup operator receives the shipment from the con- 
signor he signs and delivers the air carriers’ bill of lading as agent for the 
carrier. The air carrier’s responsibility covers the shipment from that point 
to its final delivery. When the shipper has not executed the air bill, the pickup 
operator leaves a receipt and the bill can be executed by the carrier and returned 
to the shipper. This is no different from what transpires when the worwarder’s 
pickup operator picks up the shipment. When the shipper has not executed the 
bill the forwarder must execute it after the trucker delivers to the forwarder, 
and the forwarder’s bill is returned to the shipper. 

This practice is not only testified to by an applicant in this case (Tr. p. C-1251), 
but is also verified by the summary of the practices of forwarders by the 
Examiner in the I. C, C. recent investigation (Doc. No. 29493). 

To further their program and to eliminate unnecessary duplication of costs 
and to achieve maximum efficiency and economy of operation, the certificated 
earriers have reorganized and employed Air Cargo, Inc., to perform certain 
essential ground services, which unless provided through a common agent, 
would have to be provided by each airline separately (Exh. Nos. ATA 84, 8&5). 
Air Cargo, Inc., as agent for the air carriers, is negotiating for pickup and 
delivery contracts at airline stations. By consolidating pickup and delivery 
service at each point in one cartage operator, service can be provided more 
efficiently and economically than if each airline used a separate cartage operator. 
Savings have been realized in that cartage agents employed to provide pickup and 
delivery services for all the carriers charge a lower rate and/or provide more 
service for the handling of the larger volume than if they were employed by a 
single carrier. Air Cargo, Inc., as of May 7, 1948, has entered into pickup and 
delivery service contracts at 96 cities, and such agreements are on file with the 
Board. 

The air transportation service of the direct air carriers is also linked with a 
network of connecting motor carriers who provide transportation between cer- 
tificated airline points and off-airline points. The airlines have been providing 
connecting service with surface carriers at numerous points (Tr. pp. W-2309, 
W-2942, W-2977, W-2990, W-3010; Exh. Nos. ATA-29, 40, 66). Truckers have 
established air freight divisions to promote air freight traffic (Exh. No. ATA-66), 
and shippers testified that such services were satisfactory (Tr. pp. O-617, O-661, 
O-666). Both the air carriers and the motor carriers are improving the existing 
services by perfecting a nationwide system whereby shipments will move over 
air and motor carriers on one bill of lading which would be issued by the 
originating carrier and honored by the connecting carriers.‘ 

The recent amendment of Section 1003 (b) of the Civil Aeronautics Act, sup- 
ported by both motor and air carriers, eliminates the requirement of joint rates 
and facilitates the completion of these and other through service arrangements 
between air carriers and surface carriers. Through service between air carriers 


8One of the applicants testified that he performed such service and issued the air bill 
< oe eur air carrier in whose service the property would move. (See Tr. pp. 

os —59.) 

Another applicant, Columbia Air Forwarding, testified that pursuant to his agreements 
with forwarders, he carried with him a supply of forwarder bills of lading and issued those 
to the shipper in substantially the manner in which the applicant testified he served the 
direct air carriers (Tr. p. C-1251). This illustrates how an important element of the 
service the forwarder proposed is being provided by the air carriers. 

4The truckers, through the American Trucking Associations, formed an Air Cargo Com- 
mittee in 1943 to work with the air carriers in perfecting through service (Tr. pp. 
W-2903-6). Air Cargo, Inc., the airlines-owned ground service organization, now repre- 
sents the airlines in these negotiations and has retained one of the leading American motor 
carrier authorities as consultant to further the work (Tr. p. W-2914). Indicative of 
the cooperation between the two groups of carriers is the fact that representatives of air and 
motor carriers have jointly prepared a uniform contract providing for pickup and delivery 
service (Exh. No. ATA—76; Tr. p. W-1979). 

: > ane one in its report (Report No. 176, House of Representatives, 80th Cong., 
st Sess.) said: 

“The air carriers which hold certificates issued by the Civil Aeronautics Board authoriz- 
ing them to carry property are working with motor carriers of property in an effort to 
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and motor carriers will bring coordinated service to over 90,000 communities in 
the United States, a total of 56,000 more points than are served by the rail car- 
riers (Tr. p. W—2907), thus affording a property transportation service reaching 
all parts of the nation. f 

By that coordinated service the air carriers provide another of those services 
which were not provided by the direct carriers in surface transportation. The 
railroads refused to provide through services with the motor carriers.° 

In air transportation, the situation is entirely different. The motor carriers 
and the air carriers have gone to great lengths to provide a through service (see 
the testimony of Witnesses Glass, Langdon, and Moore, Tr. pp. W—1634, W-—1637, 
W-1643-44, W-1986-88, W-2903-2914, and W-—2902-2936) which will be better 
than would be possible with the intervention of a go-between.' There is no gap 
requiring an indirect air carrier. 

This program was evolved by the airlines after long and careful consideration 
(Tr. pp. W-2881-8). Its feasibility cannot be soundly attacked. The Interstate 
Commerce Commission recognized that the direct rail carriers could provide a 
complete service which would obviate the necessity of forwarders: 

“This record reveals no persuasive reason why the rail lines could not, by 
appropriate cooperative effort, afford an efficient service on less-than-carload 
forwarder traffic, including collection and delivery thereof, either by themselves 
or through one or more wholly owned and controlled agencies, at less-than- 
earload rates specially designed to attract such traffic, and thus retain for them- 
selves the entire profits from such service.” Freight Forwarding Investigation, 
229 I. C. C. 201, 289 (1938). 


improve their air-freight service by establishing, on one bill of lading, through service 
involving both types of carriers. by such arrangements it will be possible to provide a 
convenient air-freight service to many communities which are not directly served by air 
carriers. 

“The present law appears to require that if through service is established between an 
air carrier and any surface carrier, joint rates must be established for that service. Joint 
rates are not essential to the establishment of through service. In fact, a combination of 
local rates or proportional rates is more common. The sheer mechanics of agreeing upon 
joint rates and the divisions thereof, and the duplicate publications of such rates in the 
tariffs of each of the carriers party to them, will have the effect of preventing the establish- 
ment of through service between air carriers and surface carriers on a while scale. No 
other Federal transportation statute includes a requirement similar to that contained in 
section 1003. It is the purpose of this bill to change this requirement so as to permit air 
earriers and surface carriers to establish through service without at the same time 
establishing joint rates. 

“The committee knows of no opposition to this bill. Hearings were held on March 18, 
1947. The bill was endorsed by the Air Transport Association of America representing 
most of the certificated airlines and by the American Trucking Associations, Inc. * * *” 

6 Mr. Moore, who is Secretary of the American Trucking Association and Chairman of 
the Board of Directors of the Central Motor Freight Association (Tr. p. W—2902), testified 
“the railroads have taken a position, through the Association of American Railroads, and 
adopted a motion, a resolution, which in effect was an agreement between them not to 
enter into any through rates or service with motor carriers. That subsequently was the 
subject of an investigation by the Department of Justice and a consent decree was entered 
in which that motion was withdrawn, I understand, by the railroads, but nothing has ever 
come out of it so far as the establishment of any through rates or routes are concerned.” 
CEmphasis supplied.J] (Tr. p. W-2907.) This spokesman for the motor carriers also 
testified that “the motor carriers, through the various associations, have been interested 
in making through-service arrangements with the railroads for a great many years. Asa 
matter of fact, the American Trucking Associations went on record officially, gave publicity 
to it, and so notified the railroads, that the industry was ready and willing to négotiate 
with the railroads for the establishment of through rates and routes, and notified the 
Association of American Railroad(s) to that effect about 1938. Nothing ever came of it 
* * * and no general movement of any kind developed * * * so far as the establishment of 
any through service or through rates between the common-carrier truck operator and the 
railroads is concerned” (Tr. pp. W—2906—07). 

7Mr. Moore, long experienced in motor-carrier operations, testified as follows: 

“Q. In view of your opinion that through service could be provided by the two direct 
earriers, how in your judgment would the proposed through service to be provided by the 
air and motor carriers compare with the service which the forwarders might give in using 
motor carriers to reach points beyond their consolidation and break-bulk points? 

“A. You mean as to time consumed in consummating the transaction, for example, and 
the eagnaies of service? 

“QO, Yes. 

“A. Well, the time certainly would be no more, and should be less—the time consumed 
in doing business directly with two principals, and so far as the quality of the service is 
concerned, there is no reason why the quality of the service should not be as good or better 
than that could be possibly furnished by any intermediary” (Tr. p. W-2914). 
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Again, at page 301 of that report, the Commission said: 

“* * * Tt would seem feasible for respondents themselves, either by the utili- 
zation of their established express agency or by other means at their command, 
to inaugurate an efficient service for what is essentially less-than-carload traffic, 
whereby traffic which is now being handled by the forwarder, together with the 
present regular less-than-carload traffic, would be handled under a basis of 
graduated quantity rates adjusted in such manner that the less-than-carload 
shipper could ship in his own name and be treated the same as any other shipper 
in less-than-carload lots. Fifteen Per Cent Case, 1931, 178 I. C. C. 539, 583. 
Whether or not the necessary steps in that respect shall be taken is a matter 
primarily within the discretion of respondents * * *” 

In conclusion, it is apparent that the existence of forwarders in rail trans- 
port proves only that they may have been useful in that sphere. To commend 
themselves in air service they must prove an ability to improve @ir services. This 
is a new sphere. The opportunities for improvement—certainly as they were 
present in rail transnort—do not exist, and the air carriers have further elimi- 
nated a need for them by creating a new standard of public service unmatched 
by any other media. 


B. The authorization of forwarders in international air transport is also 
unnecessary 


The arguments advanced to support forwarder operations domestically are 
particularly far afield in international operations. The argument that they 
exist in surface transport cannot be used. 

In ocean transport the so-called forwarder makes all the arrangements as an 
agent of the shipner and carrier. le issues no bill of lading and assumes no 
responsibility for transportation. 

Furthermore, several of the applicants most experienced in international traf- 
fic have made quite plain that they can render every service they consider 
essential as an agent without issuina bills of ladina. 

The shinper can turn over his entire shipping problem to the agent. The agent 
can prenare the necessary documents, select the carrier, route the traffic, prepare 
the airbill of the direct air carrier, and consign to either his arent or the agent 
of the consignee abroad. This was admitted by a witness for the Seaport 
Shinping Company, a company enraged in foreign freight forwarding for 17 
years. In its exhibit, at page 2, it lists 10 services which it proposes to perform 
as an air forwarder. The exhihit says: “In doing business as an air forwarder 
applicant will nerform the services snecified in (a) to (j) ahove, but will not 
issue air waybills * * *” (Exh. pp.2,3). [Emphasis supplied.] 

The witness further testified : 

“Q. Is it yovr thourht, based on your 17 years of experience in international 
forwarding, thet vou can provide to the shinper these services if you were paid 
a commission by the carrier, and sometimes a service fee by the shipper? 

“A, Yes” (Tr. p. 0-180). 

The adeonacy of the avents’ service was verified by shippers. Thus, one appli- 
eant which indicated that it was now providing service bv issuing the underlying 
air carrier’s airbill. i. e.. “we are using the air carrier’s air waybill and issue 
it to the shinper” (Tr. n. W-3627) called witnesses who testified “they [referring 
to the annlicant! handle the comnlete job and return to us a copy of the regis- 
tered air wavbill” (Tr. p. W-3688). Another witness called on behalf of the 
foreien freicht forwarders testified as follows: 

“Q. You simply turn the film over to them and they arrange all transporta- 
tion in the foreign field? 

“A. That is correct, relieving us of the worry and trouble that we exnerienced 
before we engaged the services of the commercial agency” (Tr. p. W-3538). 


Similar testimony was offered at Tr. p. 0-669. In fact. everv witness called to 
testifv as to the quality of international service by the applicants praised the 
service, and it was this agency service that was referred fo. 

The reonirement that these anplicants issne air hills wonld impede them suf- 
ficient!v that one of the applicants specifically objected thereto in his exceptions 
to the Examiner’s Renort. 

“Tt should clearly be stated in the regulation that a permit to act as an air 
freight forwarder does not preclude such a forwarder from acting as a shipper’s 
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agent in a situation where it is not acting as an air freight forwarder in the 
true sense, that is, where it does not issue its own airway bill or post its own 
tariff for the particular service. There are many shippers who still require, 
principally for banking purposes, a direct carrier’s bill of lading. Unless air 
freight forwarders can also act as shippers’ agents and thereby utilize the car- 
rier’s bills of lading they would lose all of the business that would flow from 
those shippers who require direct carriers’ airway bills” (Exceptions to Ex- 
aminer’s report filed by Air Express International Agency, Inc., p. 4). [Bx- 
phasis supplied. ] 


C. Forwarders would not generate substantial air traffic 


The generation of air traffic has been the lure, the bright promise which has 
prevented a rational examination of the issues in this proceeding. Of course, 
there is no mystery about the generation of air traffic. It requires aggressive 
development. But ealling a salesman or solicitor by any other name does not 
make the task easier or change its basic nature. A sales clerk in a department 
store will not necessarily enhance his sales production by being called a manu- 
facturer. This record establishes that the successful solicitation of freight by 
these applicants did not depend on whether they were known as forwarders or 
any other name. The applicant that the Examiner singled out as the shining 
example of air traffic cargo generation—Airborne Coordinators—generated 
374,500 Ibs. of air traffic in October of 1946, and 541,465 Ibs. of air freight 
in the first quarter of 1947. It acted strictly as an agent (see page 6 of Part 2 
of the Examiner’s report, where he stated: “Applicant has acted as agent for 
certain nonscheduled cargo carriers and as representative of certain shippers”). 
This applicant is also one of the few who has shown a profit from his operations. 
Another of the successful traffic-generating applicants made it quite clear that 
he did not propose to act as a “carrier” by issuing his own airbill, even if the 
Board authorized him to (Tr. p. W-155). Successful generation of air traffic 
has not depended on indirect carrier authorization and such authorization is 
unnecessary for that purpose. 

On the other hand, those applicants who have not generated air traffic but insist 
on indirect carrier authorization provide no satisfactory evidence that new 
traffic will result. Public counsel recognized the speculative nature of the hoped- 
for increase. In his brief to the Examiner on p. 41, he states: ; 

“In summary, it appears that the Board has here a unique opportunity for 
authorizing an experiment that may well result in a tremendous stimulus to 
the development of air freight. Admittedly, the record will not support an 
unequivocal conclusion that this is so.” [Emphasis supplied. ] 

Not only will this record not “support an unequivocal conclusion that this is 
so,” but the sum of the evidence points to the opposite conclusion. 

Forwarders historically have no reputation for generating “new” traffic. The 
eolor of traffic generating ability is derived from circumstances peculiar to rail 
transportation. Because railroads refused to give connecting through service 
to off-rail points with motor carriers, certain traffic was lost to motor carriers 
earrying it all the way. Forwarders, however, arranged through service to and 
from railheads, and returned the traffic to the rails for a portion of the trip. 
This was obviously not the creation of “new” traffic. 

The forwarders’ claim of traffic generating ability is also dispelled by their 
inability to keep pace with rail 1. ¢. 1. traffic. This is shown by the comparison 
of the increase in rail 1. ec. 1. tons with the decrease in forwarder tons between 
1943 and 1946. In 1948 railroads handled 18,911,000 tons of 1. ¢. 1. freight. In 
1946 this increased to 24,387,000 tons. But between these two years the forwarder 
freight tons received declined from 5,064,622 to 4,546,257. Likewise, the number 
of their shipments declined from 21,136,509 to 19,205,954. (Source: Statistics 
of Railways in the United States, I. C. C.) 

Apparently there is hidden in the hope that freight forwarders will generate 
traffic some expectation that the forwarder will divert present surface traffic 
to air. This the surface forwarders themselves deny. Mr. Melius, of Universal 
Carloading Co., which is one of the three largest surface forwarders, stated 
at Tr., p. W-822, that not much of their freight was available to go by air. 
Furthermore, the forwarders have made quite clear that they will not seek to 
divert freight from surface transportation (Tr., p. W-823). ‘They will remain 
neutral” (Tr., pp. 1926-27; W-938, W-1071). If there is hope that the surface 
forwarder can be bribed to divert surface traffic to air by the proposed authoriza- 
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tion, it flies in the face of the obstacles inherent in the divided loyalties of surface 
forwarders. The Examiner himself recognized the disabilities of divided efforts, 
when at page 79 of his report he states, in another connection: 

“There will always be an element of competition between the two types, which 
ean best be preserved by discouraging the comingling in one agency of facilities 
for dealing in or with both. * * * The fullest development of each type of air 
cargo will be accomplished, if the efforts of the parties dealing in each of the 
services are not divided.” 

The Board has clearly rejected the misleading argument that surface carriers 
by their ability to sell both types of transportation will effectively generate air 
traffic. In the recent Latin American case, 6 C. A. B. 857, the Board stated at 
p. 903: 

“Tt can hardly be doubted that an indifference on the part of management to 
the question of whether a prospective traveler (shipper) uses the company’s boats 
or its airplanes would not be consistent with the fullest development of the 
potential air travel market.” 

The Board further said: 

“Closely related to the promotional is the competitive objective of the Act we 
administer. That Act recognizes controlled competition as a desirable device for 
the attainment of the fundamental purpose of the Act—a national transportation 
system adequate to the national interest. The three steamship applicants which 
we are considering propose to parallel their steamship services with an air service 
on the New York-San Juan route. It would be expecting too much to assume that 
a transportation company engaged in both air and sea transportation would be 
in a position to provide vigorous competition between its air transportation and 
its surface transportation on this route. Nor would it be reasonable to suppose 
that in any conflict of interest between their two transportation arms the issue 
would be resolved in favor of the air arm with its relatively small investment 
and against its sea transportation with its relatively large investment to support. 
Here we find revealed an inherent conflict of investment interests which fre- 
quently arises where the same company undertakes different business activities. 
Any assumption that an automatic competition between two forms of transporta- 
tion, conducted by the same management and operating over the same route, 
could develop would be an assumption at war with the realities of business 
experience and of human nature. In such circumstances the transportation 
activities offering the larger investment interest may be expected to dominate 
in any competitive conflict between the two. We believe, therefore, that the 
maximum development of air transportation on the proposed route cannot be 
assured under a plan which carries the inherent danger, in the event of a con- 
flict of interest; that the air transportation may find itself a captive of the 
surface transportation interests. 

“American air transportation has developed in the past through vigorous and 
promotional efforts of independent air carriers directed to the development of an 
air travel demand. Its maximum development cannot be automatically achieved 
by merely providing air transport schedules and waiting passively for patrons 
of the service. In selecting a carrier to perform an air transportation service 
under circumstances where the Board has a number of applicants to choose from, 
this consideration cannot be ignored by the Board in resolving the problem of 
comparative public interest which is involved.” 

The Examiner has indicated another basic reason why the surface forwarder 
cannot be expected to generate air traffic. At page 63 of his report, he indicates 
that the great air potential “consists principally of perishables, which require 
speedy delivery. The time limit on flowers, fruits, frozen foods, meats, drugs, 
baby chicks, and many other items of merchandise is definitely fixed * * *.” It 
is quite apparent that forwarders have not been able to consolidate baby chicks, 
flowers, and dry cargo in one shipment. very forwarder tariff on file with the 
Interstate Commerce Commission which we ewamined specifically restricts and 
excludes perishables from the commodities forwarders will accept. They have 
not and do not handle the commodities which are air cargo’s great potential. 

The desire to increase the volume of air traffic is shared fully by the certificated 
carriers, and there is no contention here that these applicants must necessarily 
discontinue generating air traffic. In this proceeding, however, the applicants 
are asking for more than that participation. They ask to be designated as 
“carriers.” This we oppose. Authorizing them to issue air bills as ‘ carriers” 
will not enhance their cargo generating abilities, and a decision not to authorize 
their issuance of their own air bills will not retard any such ability. As agents 
they can continue to perform a variety of services they have performed for air 
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carriers and for the public. As agents, however, they will not bring in the 
evils so long associated with forwarder activity. As agents their share of the 
“carriers.” This we oppose. Authorizing them to issue air bills as “carriers” 
shipper. As agents they have no concern with, and will not seek to influence 
the establishment of the rates of the underlying carrier. True, there are oppor- 
tunities for abuses by agents, but they are far less serious and more apparent 
to observation and prevention than those present when the agent is disguised 
as a “carrier.” 


D. There is no basis for concluding that forwarders will provide better ground 
handling 


One of the expected benefits from forwarder operations is contained in the 
Examiner’s Report at p. 72, where he says: “The surface forwarders, particu- 
larly, are experienced and are ewperts in the ground handling of all types of 
shipments.” This must have been an unintentional slip, for forwarders do not 
handle perishables, and can hardly be experts in that field. 

And even in respect to the commodities they “handle,” we disagree with the 
Examiner’s conclusion that forwarders provide better handling. Forwarders 
arrange for the handling of shipments by regular existing carriers. The expe- 
rience is vicarious. This the I. C. C. Examiner found in the most recent Inter- 
state Commerce Commission investigation of forwarder activities (Freight For- 
warders—Motor Common Carriers, Agreements, Doc. No. 29493). At p. 1381 
of his report he states: “In the performance of freight forwarding, the forwarder 
is performing a function and carrying out a method rather than performing a 
physical service * * *. It performs no transportation services with its own 
facilities, but employs the facilities of regulated common carriers * * *.” Any 
expert handling resides in the motor carriers whose services the direct carriers 
can and have secured. 

Furthermore, the Examiner’s conclusion of expertness of the surface forwarder 
is directly contrary to the evidence before the Board. The witness with the 
greatest familiarity with forwarding and air transport denied that the surface 
forwarder’s present operations were adapted to air service. At tr. p. 1054 he 
testified : 

“The pickup and delivery service of a surface forwarder is not adapted, in our 
experience, to air transportation.” [Emphasis supplied. ] 

Another hope for improved service from forwarders is expressed in the Exam- 
iner’s report at p. 72: 

“The success of the forwarders depends entirely upon their ability to render 
prompt and efficient service.” 

This record shows that forwarders improved rail l. ec. 1. service by arranging 
that l. c. l. shipments move in carload service. But there has been no showing 
that by consolidating air shipments they could improve service of the direct air 
carriers. 

Allegations that forwarders will improve air service must be examined with 
particular care. This is emphasized by the erroneous conclusion reached by 
the Examiner as to what a forwarder will do. On page 71 he indicates that: 
“The great majority of air shipments are handled without any of the delays such 
as have been referred to * * *.” Then he points out some deficiencies which he 
concludes the forwarders will remedy. One of these, he alleges, is that carriers 
do not promptly bill and load. We deny that the evidence supports such a charge. 
However, even if it were true, the forwarding would not provide a remedy. The 
forwarder will not issue the direct carrier’s airbill. This must still be per- 
formed by the air carrier who issues his bill to the forwarder to cover the con- 
solidated shipment. In fact, the forwarder’s intervention will require the issu- 
ance of an additional airbill; i. e., the forwarder’s bill to the original shipper. 
The Examiner also asserts that the direct carriers failed to make connections 
with other air carriers. The evidence does not support a finding to this effect, but 
if there were complaints on this score the forwarder would provide no relief. 
The forwarder does not operate the airplanes, and he cannot remedy the defi- 
ciencies arising out of missed connections. Nor does a forwarder normally par- 
ticipate otherwise in interline connections after he delivers traffic to the direct 
earrier. A forwarder seals a boxcar and asks a railroad to move it from New 
York to Los Angeles. He doesn’t maintain facilities nor in other ways does he 
supervise the switching of that boxcar from one railroad to another at Omaha, 
Denver, or Salt Lake City. The establishment of connecting service between 
rail carriers is a function which the forwarder has not participated in. To par- 
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ticipate in connections in-air service would inject a third person where the direct 
carriers now make the physical transfer. Thirdly, the Examiner charges that 
earriers sometimes fail to promptly deliver traffic. Here again until the carrier 
surrenders traffic to the forwarder, the latter has no traffic to deliver to the 
shipper. 

It the defects the Examiner points to do exist in the direct carriers’ service, 
they are not of such moment as call for forwarders and cannot be corrected by 
the creation of fictitious “carriers” who are helpless to correct them. 


E. The testimony of public witnesses does not support a need for forwarders in 
air transportation 


We disagree with the Examiners’ summary of the testimony of public wit- 
nesses. Unmentioned by the Examiners’ summary of the testimony of public wit- 
(Tr. pp. W—2202-—2249) who spoke for the Chicago Association of Commerce and 
the Illinois Territory Industrial Traffic League which represent 10,000 shippers. 
These oppose the authorization of forwarders (Eh. Ch. Assoc. of Commerce 
p. 4). The Examiner lists Sears Roebuck & Co. as favoring forwarders. No 
witnesses appeared for this firm favoring air forwarders. 

The shipper witnesses who seemed to support forwarders were commending 
their services in rail transport and assumed the benefits extant there would 
carry over into air transport. They had no experience with air forwarders and 
gave no factual testimony concerning such operations. 

The testimony of these witnesses was based on an analogy of the two forms of 
transport as the following excerpts establish: 

“All I pointed out is that characteristically the service of forwarders is 
better than the 1. c. 1. service of your railroads and any conclusions anyone wants 
to draw about whether the service of air freight forwarders will be better than 
the service of scheduled air lines are purely speculative and personal” (Tr. p. 37). 

“A, Well, the advantage of air freight forwarding would be much the same 
as the surface forwarder offers: * * *” (Tr. p. W-19). 

The reference to the testimony of an employee of the Navy Department was 
particularly misleading. That witness also sought to draw a parallel based on 
surface forwarder erperience and not air operations (Tr. p. W-1178). 

Furthermore, the primary advantage the shippers ascribed to freight forward- 
ers is faster service than the underlying carrier. There is no showing here that 
forwarders—consolidating forwarders can improve the speed of the direct air 
carriers, 

Shippers commendation of forwarders is in reality an approval of their serv- 
ices in rail transport, and is valid here only if the same benefits will result in 
air services. When asked why they prefer freight forwarders over rail 1. ¢. 1 
in surface transportation, the shippers gave the reason that forwarder service 
is faster than rail l. ec. 1. (Tr. pp. W—1326, W—-1331-2, C-567-77, C-599, C-613, C— 
618-19). This increased speed is the “primary” reason why shippers use for- 
warders instead of rail 1. c. 1. (Tr. pp. C-652, C-683-—84), and it is more impor- 
tant than the rate (Tr. p. C-613) since, in order to obtain speed, premium rates 
are paid surface forwarders (Tr. pp. W-1526, C-618-19). Thus, one shipper 
witness observed : 

“Q. Mr. Barron, do you use L. C. L. freight service regularly to the east now 
out of Chicago? 

“A. Yes. 

“Q. Do you use that to some points where you also use forwarder service? 

“A. Yes, sir. 

“Q. What is the comparative delivery times by L. C. L. and by the forwarder? 

“A. I would say right now it is about three times as long by L. C. L. freight it is 
by forwarder. 

“Q. Now, what would be the primary reason between those points that you 
would use the forwarder? 

“A, The primary reason—you answered it, it is faster. 

“Q. It is faster delivery? 

“A. Sure. We pay more money but it gets there” (Tr. p. C-652). 

The other advantages (single responsible agency, coordination of rail-motor 
transportation, tracing, routing, etc.) alleged by the forwarder to resuit from 
his operations are insignificant to the shippers if speedier service is lacking 
(Tr. pp. W-1331-2, C-600). This was clearly expressed as follows: 

“Q. Now, in connection with the speed that forwarders give you, weuld you 
say that if the forwarder were not able to give you this increased speed over 
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the 1. ec. 1, are his other services adequate—by that I mean sufficient so that 
you could pay him a premium for those other services? 

“A. Definitely not. In other words, it doesn’t outweigh any of the tracing 
service they may have, it doesn’t outweigh the paying of the 6 per cent premiums; 
that is your question, isn’t it? 

“Q. Yes; or any other service they perform? 

“A. Definitely not. 

“Q. And there you have one carrier. 

“A. I see no advantage. 

“Q. So it is the speed? 

“A. To things, time element and cost” (Tr. pp. W-1331-32). 

Shipper testimony to have weight must be accompanied by a showing that 
comparable benefits can be arranged in air service. That has not been done. 


F’, The testimony of noncertificated cargo carriers does not support the authoriza- 
tion of the applicants as indirect air carriers 


We wish to make clear that our objection to forwarders has no necessary 
relationship to our opposition to the certification of all cargo carriers. 

We oppose the authorization of forwarders because they are unnecessary. 
The opportunities to improve the services of the direct carrier are not open 
to them, as they were in rail transport. Furthermore, the arrangements which 
they can make for pickup and delivery and connecting services with ground 
earriers we can make more effectively and without the intervention of a go-be- 
tween. The certificated carriers recognize as their own responsibility the pro- 
vision of a complete door-to-door air service. To add unnecessary middlemen 
will only serve to inscrease the total costs of air services which must be borne 
by the shipping public. 

It appears further that if direct carriers do not wish to provide this com- 
plete service, they still do not need to have these applicants authorized as 
forwarders. These applicants can supplement the services of the direct carriers 
as agents. This conclusion is amply verified by the experience of the all cargo 
carriers themselves. They have secured from these applicants a variety of 
services on an agency basis. The applicants have arranged for pickup and de- 
livery (Tr. pp. C-14, C-452, C-900, C-1032, O-13, O-383), alerted crews (Tr. 
pp. C-113-114) ; furnished terminal facilities (Tr. p. C-1031), including ware- 
housing and storage space (Tr. p. C-1031), and performed billing and labeling 
functions (Tr. p. C-—10382). Volume loads composed of individual shipments 
from different consignors have been delivered to the direct carrier by applicants 
acting in an agency capacity and issuing the direct carrier’s waybill to the sev- 
eral consignors concerned (Tr. pp. C-39-40). 

Furthermore, there is no evidence here that a change from an agency to a 
forwarder status will improve those services. Clearly, the benefits which re- 
sulted to railroads will not be the consequence here. The forwarder, by con- 
solidating 1. ec. l. into carload shipments, changed the railroad’s problem from 
handling single shipments to handling boxcars—which railroads handle most 
efficiently. This relieves railroads of (1) pickup expense, (2) loading ex- 
pense, (3) all platform expense, including an average of 1% en route transfers, 
(4) unloading expense, and (5) delivery expense (Exh. ATA-74). But in air 
transport the results are different. Whether ten packages come from a for- 
warder or from shippers they receive basically the same physical handling by 
the air carriers. Air carriers publish separate pickup and delivery service. If 
forwarders deliver, it would dilute the balance of the traffic and cause an increase 
of such rates. Air carriers, contrary to railroads, load and unload volume 
as well as small shipments. Air carriers, contrary to railroads, transfer volume 
as well as small shipments at junction points. It makes no great economic dif- 
ference to air carriers whether shipments are tendered single or in bulk. 

The only witness offered by the forwarders in this proceeding to prove econ- 
omies from the tender of bulk shipments proved that economy lies in tendering 
shipments of the precise size needed to fill the capacity existing at any given 
stop (Tr. pp. W-38825, W-3827). That witness performed those services as 
agent for the carrier. He needed no carrier status and asked for none. 

The incidental benefits from forwarder operations in rail service also do 
not carry over into other media of transport. The most recent Interstate Com- 
merce Commission investigation of freight forwarder activities (Investigation 
of Freight Forwarders—Motor Common Carriers, Agreements, Docket No. 
29493). The Examiners in that proceeding found no economies in billing of 
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forwarder shipments. Their conclusion is: “With respect to billing, the weight 
of the evidence is that the motor carriers do not experience substantial elimina- 
tion of expense in connection with forwarder traffic” (P. 127 of that Report). 

They found no savings in solicitation because the direct carriers must solicit. 

“With few exceptions, motor carriers handling forwarder traffic also handle 
the traffic of other shippers. In the operation of their business, they employ 
solicitors, who in many instances solicit forwarder traffic as well as other traffic. 
Some companies actively solicit forwarder traffic and others leave the solici- 
tation to the forwarders. The opinion expressed by many motor carriers is 
that the savings of solicitation expense on forwarder traffic is of little or no 
consequence. Local as well as forwarder traffic is transported for the same 
shippers, and the solicitation efforts between the two kinds of traffic cannot be 
segregated” (p. 128). 


G. Past activities of these applicants do not support their authorization as 
forwarders 


It is not clear what weight the Examifier attaches to the past activities of these 
applicants with respect to air transportation. At p. 47 he states: 

“Because of the limited extent of these operations and the conditions under 
which they were performed it would not be proper to rely on them in reaching 
conclusions bearing upon the much broader questions of policy involved in this 
proceeding.” 

But at p. 54 he says: 

“The very existence of these operations under handicaps constitutes some proof 
that air freight forwarder services will fill a transportation need and that there 
is a public demand for such services.” 

The evidence is clear, however. These applicants primarily participated as 
agents for the carriers or shippers. 

The conclusion of the Examiner on p. 53 that “Every applicant who has engaged 
in any air freight forwarder operations has insisted that because he was unable to 
render the full service he has been unable to fulfill the needs of the shipping pub- 
lic * * *” is flatly contradicted by the testimony of several applicants referred to 
above, that as agents they have and can continue to render all of the services 
needed by shippers. 


II. The authorization of indirect carriers will prevent the development of an effi- 
cient and economical air transport system 


One of the most deplorable results of this proceeding would be the creation 
of a class of persons whose support would come from air shippers. The arrange- 
ments they propose to make can readily be made by the direct carriers. But by 
authorizing forwarders an intervenor is injected. It may appear that only the 
direct carriers will suffer by loss of the difference in revenues between small 
shipment rates and volume rates. But actually the cost of maintaining the un- 
necessary middlemen must come out of the total revenues from air freight—and 
these are borne by the shipper. Such unnecessary financial burdens should not be 
added to air service charges. 

The authorization of these applicants would create a special pressure group 
whose primary purpose is the establishment of rate differentials between small 
and volume shipments to permit the members to earn a profit. The Board after 
the lengthy Air Freight Rate Investigation (concluded by Board order E—-1415 on 
April 21, 1948), that there is little basis “for reaching a decision as to the extent 
of the difference between small and volume shipments.” The Board there con- 
cluded that there are “convincing reasons for leaving the carriers a maximum of 
freedom in the treatment to be accorded volume breaks in rates” (p. 17 of mimeo- 
graphed opinion). The creation of a special pressure group whose interests lie 
in distorting those differentials would directly restrain such freedom. Clearly it 
is contrary to the public interest to have this important aspect of air cargo de- 
velopment exploited and moulded for the special benefit of forwarders. 

A striking example of the destructive impact which legalized indirect carriers 
would exert on air transpotration lies in the action of the Air Freight Forwarders 
Association, with respect to the Consolidated Air Freight Tariff, effective August 
1, 1947. That tariff made reductions in air freight rates amounting in some in- 
stances to as much as 25 percent below previous rates. The Air Freight For- 
warders Association petitioned the Board to suspend the tariff on the ground 
that it abolished certain intermediate volume rates. The Board was asked to 
postpone new low freight rates and to assist on intermediate volume rates to 
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permit these applicants to reap a profit. To reward these applicants with au- 
thorizatitons as “carriers” would legalize even greater pressures for rate differ- 
entials. 


A. The authorization of forwarders is one of the greatest threats to air carrier 
stability yet considered by the Board 


Only 2% or less of rail freight moves as l. ¢. 1. traffic. Therefore, only about 
2% of such traffic is subject to consolidation and manipulation by forwarders.’ 
In air transport over 98% of cargo moves as less-than-plane-load shipments, All 
of this will therefore be available for consolidation and manipulation by the 
torwarders. 

This potential control of over 98% of air carrier cargo traffic will be made 
available to persons who operate no aircraft and who have no responsibility for 
maintaining air transport operations. That would be inauspicious for the public 
interest under any circumstances but when control of airlines’ traffic is given to 
surface forwarders it directly conflicts with the public interest and is contrary 
to the prior decisions of the Board. 7 

Where, by agreement, air carriers have sought to place in agents the exclusive 
responsibility of the solicitation of traffic, the Board has refused to approve. Pan 
American-Matson-Inter-Island Contract, 3 C. A. B. 540 (1942). Pan American- 
U. S. Lines Agreement (Docket No. 2492, decided Oct. 20, 1947). But this situa- 
tion is more serious. Here the Board would grant power to forwarders to divert 
the traffic of any one carrier to a second ora third. In prior agency agreements 
the Board queried particularly the amount of traffic generated by the agent and 
the dependence of the carrier on such agent. But here the problem is com- 
pounded. 98% of the traffic is open to control and subject to diversion at the 
whim of the forwarder—or the bargain of a competitive carrier. 

When 98% of a carriers traffic is subject to such bargaining, the results are 
beyond experience. In rail transport the I. C. C. found that, although only 2% 
of rail traffic was 1. ec. l. and therefore subject to forwarder manipulation, the 
railroads could not withstand forwarder pressure. Clearly, where over 98% 
of air cargo traffic is subject to forwarder manipulation the opportunities for 
forwarder abuses are multiplied. 

The pressures these applicants can exert are not obscure. Many of them now 
arrange pickup and delivery for surface traffic. They need only inform their 
customers that they also handle air traffic. Thereupon, that traffic not new 
traffic—just existing traffic which now moves by air from many of their shippers 
via the direct carriers will be routed through them. With this in hand they can 
seek to keep direct carriers from soliciting their present customers on penalty 
of losing what traffic the freight forwarder offers. This is precisely the club 
that has been used and testified to in this proceeding (Tr. pp. 1137-8). 

Several of the applicants here are creatures of surface carriers. Certain sur- 
face forwarders are applying directly for authorization ® and the Board has held 


that such forwarders are “carriers other than air carriers”.” 


5 See the following table: 
Total tons of carload freight 1, 404, 080, 000 
Total tons handled by forwarders 4, 128, 446 
Compared with this, the less-than-coarload freight consisted of : 
Tons 1. ec. lL. freight handled by railroads 20, 833, 000 
Tons 1. c. 1. freight handled by forwarders 4, 128, 446 

®* International Expediter, Inc., of Illinois; International Expediter, Inc., of N. Y.; 
International Forwarding Company; Lone Star Package Car Company, Inc.; Republic 
Carloading and Distributing Co., Inc.; Security Freight Forwarding Company, Inc.; and 
the Wells Fargo Carloading Co. 

0 The Board in Universal Air Freight Corporation—Investigation of Forwarding Ac- 
tivities, 3 C. A. B. 698, observed in part as follows: 

“In determining whether respondent engages in its forwarding activities as a common 
earrier it is significant that, in cases involving forwarders utilizing transportation 
mediums other than airlines, the courts and regu.atory bodies have held that such for- 
warders are both shippers and common carriers. In a series of cases decided in 1908 the 
Interstate Commerce Commission had received complaints that railroads and express 
companies had established rules providing that shipments of property combined into 
packages by forwarders claiming to act as consignors would be waybilled as separate 
shipments from the individual original consignors to the ultimate consignee and that 
transportation charges would be fixed accordingly. The Commission decided that the 
forwarders were shippers, and that the railr ads and express companies might not dis- 
criminate against forwarders and must transport goods shipped by them at the same 
rates charged any other shipper (with citations). The United States Supreme Court sub- 
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Other applicants are direct subsidiaries of surface forwarders,” or of rail 
carriers” Some of the surface forwarder subsidiaries who are applying for 
authorization in the present case are subject to the ultimate control of rail 


carriers.” 

The Board has heretofore been aware of the “potential threat which the entry 
of surface carriers into” the field of air transportation “would in many cases 
offer to independent air carriers and the effect which such participation might 
have upon the fulfillment of the policies of the Act,” and has repeatedly denied 
surface carrier entry into air transport. It reaffirmed its position recently “ 


in the following language: 
“Again, by reason of their superior resources and extensive facilities for 


solicitation, such carriers would often be the possessors of powerful competitive 
weapons which would enable them to crush the competition ot independent air 
carriers. This threat is not peculiar to air transportation, as will be apparent 
from those decisions of the Interstate Commerce Commission which have sought 
to safeguard the development of motor transportation against the unrestricted 
entry of rail carriers into the motor-carrier field. 

“That Congress was aware of the potential dangers to the full development of 
air transportation that could result from the control of air by surface transporta- 
tion interests and was resolved to afford protection against them is evidenced by 
those provisions of the Civil Aeronautics Act requiring Board approval of inter- 
locking relationships between air carriers and other common carriers, the pro- 
visions requiring disclosure of stock or other interests held by an officer or 
director of an air carrier in ‘any common carrier’ and, of course, the provisions 
restricting acquisitions, mergers, and consolidations involving air carriers and 
other common carriers as set forth in section 408 (b). 

“In the light of these provisions of the Act, it is difficult to understand the con- 
tention of the petitioners that surface carriers stand in no different situation 
than any other applicants in relation to the issue of public convenience and 
necessity. It would seem apparent that all applicants engaged in business 
activities which, upon the facts of the particular case, were shown to be in con- 
flict with the interests of air transportation would find it more difficult to comply 


sequently upheld the Commission’s viewpoint on this matter in I. C. C. v. D. L. & W. Railroad 
(with citations). 

“Forwarders by rail and motor carrier, however, have consistently been charged with 
the liability of a common carrier with respect to the property received by them for trans- 
portation, the courts hold that they possess the attributes of @ common carrier (with 
citations). Likewise, the Interstate Commerce Commission has in recent decisions con- 
cluded that forwarders by rail and motor carrier, while shippers in their relationship with 
the carriers to wh m they entrust the transportation of the property, are common carriers 
in their relationship with the public (with citations),’’ pape supplied.) 

1 ABC Air Freight Co., Inc. ; Aeme Air Express, Inc. ; Lifschultz Air Freight ; Merchants 
Air Express, Inc.; National Air Freight Forwarding Corp.; and Universal Air Freight 
Corporation. 

12 Mississippi Valley Transportation Co., Inc. 

1%3Thus, National Air Freight Forwarding Corp., through its parent company, is wholly 
owned by the Chesapeake and Ohio, Pere Marquette, and Erie Railroads (see Exh. 
NAF-§8, iy 3, and the Application of National Air Freight Forwarding Corp., p. 2). 
Universal Air Freight Corp. endeavored to leave the impression that the New York Central 
Railroad had no control over, or affiliation with, Universal’s potent company (United 
States Freight Co.) since a very substantial block of stock of the United States Freight 
Co. (eo) on which the New York Central Railroad has an open option (as collateral for 
a loan) is presently voted by a “disinterested” trustee under the terms of a trust indenture 
created with respect to the stock (Tr. pp. W-—766—67, W-—833). It is clear that the United 
States Freight Co. is “affiliated” with the New York Central Railroad within the meaning 
of Section 5 (8) of the Interstate Commerce Act, which is incorporated by reference within 
the terms of the second proviso of Section 408 (b) of the Civil Aeronautics Act. 

An open option on 49% of the stock of United States Freight Co., even though such 
stocks is in the custody of a trustee, makes it ‘‘reasonable” to believe that the affairs of 
the United States Freight, and its subsidiary, Universal Air Freight, ‘“‘will be managed in 
the interest of’? the New York Central Railroad. In fact, the court in Universal Carload- 
ing and Distributing Co., Inc,, v. Railroad Retirement Board et al. (71 F. Supp. 369, 
decided April 1947) declared that despite the existence of the trust agreement in question, 
and despite the act that the trustee voted the stock, the New York Central Railroad con- 
trolled United St»tes Freight within the meaning of the Railroad Unemployment Insurance 
Act (52 Stat. 1094, 45 U. S. C. A. § 351, et seq.). “Control” exists also as that term is 
used in the Civil Aeronautics Act, and as it has been interpreted by the Board. In the 
words of the Board, control “does not depend upon the ownership rights, but rather 
represent the amount of power and influence necessary to give its possessor substantial 
interest over the controlled corporation.” (See Acouisition of China National 4A-~iation 
pa Pan American Airways Oorp, (1944), 6 C. A, B. 143, at p. 146. [Emphasis 
supp fe 

4 Petition of American President Lines, Ltd., et al., Docket No. 2411, decided May 19, 
1947, at p. 10. 
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with the standards of the Civil Aeronauics Act than applicants not involved in 
such conflicting business activities * * *.” 

The fact that in the present proceeding entry into air transportation is sought 
upon as indirect rather than a direct-carrier status does not diminish the threat. 
In fact, it accentuates it. It has been previously pointed out that the authoriza- 
tion of forwarders as indirect air carriers, whether they be “independent air 
forwarders” or surface forwarders, with or without rail afliliations, would place 
the forwarder in a position to intercept more than 98 percent of the present air 
freight traffic. They could switch this traffic back and forth between the air 
carriers, playing one carrier against the other to secure preferential treatment. 
While this power resides in all forwarders, the grant of the power to surface con- 
trolled forwarders would arm the surface carriers with a potent weapon. A\l- 
though the indirect carrier will not fly airplanes, he will control traffic. As rail 
interests dictate, this weapon of traffic control will be used as the “big stick” to 
bludgeon the airfreight program of the air carriers, to the detriment of the 
national air transportation policy and system. 

The threat to the air-carriers traffic is far greater in the authorizations pro- 
posed here than in any of those previous cases that have concerned the Board 
and the reasons for denying forwarder authorization are far more compelling. 

We cannot agree with the Examiner’s findings to the contrary. On page 84 of 
his report he states: 

“The carrier control of forwarders in surface transportation has not interfered 
with the development of the freight forwarding industry, and has not been effec- 
tive to eliminate or restrain competition and has not led to any monopolistic 
practices or tendencies.” 

This appears to us to be entirely beside the point. That Board’s duty is not to 
promote the development of the freight forwarding industry. Its duties are pre- 
scribed in Sec. 2 of the Civil Aeronautics Act of 1988, which include, among others, 
“the encouragement and development of an air transportation system. * * *” 

The finding that surface forwarders “are well established with facilities and 
personnel adequate to enable them to engage in air freight forwarding activities” 
is also contrary to the evidence. 

In the first place, surface freight forwarders’ terminal facilities are located 
along railroad tracks and, in fact, are often leased from the railroads (Tr. pp. 
1238, 1940-41, 1950, C-249, C-847; Exh. RCD-20). Some of the leases provide 
that shipments should be routed via the rail carrier leasing the space (See Exh. 
RCD-20, p. 2). These are locations which the forwarders propose to employ in 
air forwarding, at least initially (Tr. pp. 1231, 1876-1878, W-772-773). The 
probability that such facilities are not adapted to air transportation and will 
therefore have to be implemented by the acquisition of terminal space at airports 
(Tr. pp. 1251, W-773, W-1022, C-796, C-1087) and of midtown substations was 
admitted by some of the surface forwarders. 

While the surface forwarder has in effect pickup and delivery arrangements 
within the terminal areas of his stations—usually on a contract basis “—these 
would have to be modified by changing the pickup and delivery hours to be useful 
in air transportation.” The need of special equipment for this service was also 
recognized “ as was the necessity of hiring additional personnel or training 
present personnel.” 

The surface forwarder has emphasized his ability to provide connecting motor 
earrier service to and from off-airline points because of the arrangements he has 
with motor carriers in his assembly and distribution service.” The direct carriers 
do not need this service, because the motor carriers and the air carriers will 
provide coordinated air-motor carrier service without the intervention of a middle- 
man, as was described above, pages 9-11. But even the coordination proposed 
by the forwarder has little value, if any, in air transportation for two reasons, 
First the arrangements which the forwarders have with motor carriers for the 
most part provide for divisions of rates under which the motor carrier receives less 
than his published line-haul rate (Tr. p. W-725). Such divisions are specifically 


Tr, pp. W-897-898, C-272, C-498, C-1136. Some surface forwarders such as Uni- 
versal (Tr. pp. W-778-9, W-869-70) and Lifschultz (Tr. pp. C-159-60) do own motor 
trucks but t ton also rely on contract arrangements for some services. 

16 Tr. p. 1100. 

17Tr. pp. W—779, W-914, W-931. 

8% Tr. p. C—190. 

. pp. W-897-898, C-272, C498, C-1136. Some surface forwarders such as 
Universal (Tr. pp. W-778-9, W-869-70) and Lifschultz (Tr. pp. C-159-69) do own 
motor trucks but these also rely on contract arrangements for some services. 
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prohibited by the Civil Aeronautics Act, section 1003(b), so the forwarder cannot 
offer those services in air transportation.” 

Secondly, even if the surface forwarder could use these services in air opera- 
tions they are inadequate to meet the demands of air service. Air carriers are 
now certificated to serve 580 cities, but the forwarders’ motor-carrier arrange- 
ments provide for assembly at or distribution from only a small number of cities. 
The largest forwarder provided such service to or from only 110 points, and only 
Universal Carloading, Acme Fast Freight, and National Carloading provide them 
at more than 44 points.“ These fall short of the need for coordinated air surface 
transport at airline points. 

The Examiner’s conclusion that rail control of forwarders “has not been 
effective to eliminate or restrain competition” is unsupported. No evidence in 
the record before the Board gives this conclusion any foundation. What evidence 
is available in public documents is directly to the contrary. The I. C. C. in its 
Investigation of Forwarders, 229 I. C. C. 201, found at p. 292, that forwarders 
were used as competitive weapons. At p. 293 the Commission said: 

“There can be no doubt but that the object of the New York Central in acquiring 
stock control of the Universal was to use the latter to serve the purposes of 
the former as a forwarder, and this record is convincing that that purpose has 
been and is being carried out to the point where the Universal must be regarded 
as a mere instrumentality or department of the New York Central.” 


B. The authorization of indirect carriers will bring into air transportation the 
abuses which accompany the operations of forwarders 


The Examiner found it easy to dispose of the long list of abuses bared by the 
Interstate Commerce Commission in the Freight Forwarder Investigation, 229 
I. C. C. 201 (1988). He concludes at p. 56: 

“The fear of these evils expressed by the certificated air carriers, therefore, is 
entirely without foundation.” 

He rests this assertion on two bases: first, that under the regime of the 
Interstate Commerce Commission the abuses have disappeared; and secondly, 
that the Board “will not be derelict in its duty.” 

The Interstate Commerce Commission conducted an extensive investigation 
of the operations of freight forwarders and the report on that investigation 
occupies over 100 pages of the printed reports of the Commission, Freight For- 
warder Investigation, 229 I. C. C. 201 (19388). That report is, of course, avail- 
able to the Board and will not be reviewed extensively. Some of the more 
important findings were that the forwarders secured space of the direct carriers 
at less than allocated cost and the direct carriers built facilities for the for- 
warders without requiring compensation which afforded an adequate return 
(p. 217). The forwarders received preference in the size of the box cars 
provided by the carriers (p. 231). The forwarders were granted unlawful 
concessions in the form of loading and unloading service at charges lower than 
those charged shippers generally (p. 237). Forwarders were permitted to stop 
their cars in transit under conditions other than those provided in the tariff 
(pp. 250-251). Forwarders were furnished expedited train and switching 
services (p. 263). Forwarders were receiving credit in violation of effective 
regulations (pp. 264, 265). 

The Commission found that the forwarders had used the large volume of 
tonnage which they controlled to induce railroads—in fact compel them in 
Some instances—to establish favorable rates or classifications for their type 
of traffic. The forwarders had set up motor carrier competition to force the 
railroads to make adjustments in favor of the forwarder (p. 302). 

The significant feature about these abuses was that they were all caused 
by the same basic pressure which the forwarder could exert; that is, that he 
could shift his traffic to a more pliable carrier. This was recognized by the 
Interstate Commerce Commission at numerous places in the report. Thus, at 
page 229, the Commission said: 

“It is difficult for a single rail line to assume the responsibility of discontinu- 
ing this practice of underloading for fear of losing its forwarder freight to some 
other rail lines.” 

Again, at page 257: 


Tr. p. 1100. 
“Tr, pp. W-779, W-914, W-931. 
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“As justification for providing a service for forwarder traffic, which is 
superior to that afforded other carload traffic, the Baltimore and Ohio insists 
that if rapid services were not available, the forwarder tonnage would either 
be trucked or shipped over other railroads.” 

At page 262, the Commission said : 

“The special service given forwarder traffic is not attributable to its perishable 
nature, nor is it wholly prompted by truck competition, but greatly because of 
the demands of the forwarder and the fear of the rail lines that unless such 
service is accorded the particular forwarder will divert its traffic to another 
rail line.” 

“* * * Tt is apparent that some of the respondents (railroads) accede to the 
demands of the forwarders for such special services under threat of losing the 
business to some other rail line which might be agreeable to such preferred 
handling.” 

And at pages 301, 302: 

“As stated the record is replete with evidence that the forwarders have used 
the large volume of tonnage which they control as a means of inducing the rail 
lines to establish all-commodity, column, or bracket rates designed to accommo- 
date this particular traffic. Thus the forwarders have been able to obtain con- 
cessions by playing one competing railroad against another, and in recent 
years they have been aided by truck competition. In some instances the motor- 
truck competition set up by the forwarders as ground for a rate adjustment 
favorable to them was encouraged and developed by the forwarders them- 
selves. * * * The significant fact is that each railroad unless it allows or con- 
of losing its forwarder trafic to a competing railroad unless it allows or con- 
dones certain practices which are economically unsound, legally questionable, 
or clearly unlawful.” 

And, further, on page 308, the Commission said: 

“This proceeding demonstrates that any railroad refusing the demands of the 
forwarders would summarily sacrifice the trafic to another railroad unless, of 
course, the railroads in general should combine in their efforts, and that is 
exactly what they have refrained from doing for fear of losing their individual 
prestige with a particular forwarder. There is doubt whether any legislation of 
this character designed to regulate the forwarder, as a shipper, could be enacted 
to avoid a even more grave than those under the present law.” [Emphasis 
supplied. 

Currently with this proceeding the ICC was investigating forwarder activities 
as they affect motor carriers (Freight Forwarding Motor Common Carriers 
Agreement, No. 29493). 

Offered in evidence in this proceeding were excerpts from testimony of the 
motor carriers in that case. These the Examiner ignored. The Board, however, 
should not ignore the published indictment of forwarder methods in the report 
of the ICC Examiner in that case. In this public document are cataloged the 
continuation of forwarder abuses six years after the enactment of the statute 
which the Examiner concludes has abolished them. The I. C. C. Examiner 
found the continuation of the use of pressure by forwarders to secure preferable 
treatment. At page 129 of the Examiner’s report in the I. C. C. case referred to 
above, appears the following conclusion: 

“The evidence justifies the conclusion that the forwarder, particularly the 
large forwarder, has great bargaining power because of the traffic whose move- 
ment it can influence, and because of the regularity of the movement, that in 
many instances, different carriers can handle the traffic, and that the forwarder 
can and does use its bargaining power to obtain a basis of compensation on a 
relatively low level. This conclusion is substantiated by the fact that generally 
the smaller forwarders are not able to get the motor carriers to agree to as low 
a basis of compensation as the larger forwarders. The evidence shows that 
generally the compensation received by the motor carriers from the smaller 
forwarders is on a higher basis. The record does not afford a basis for deter- 
mining the relation between average compensation under the flat rates and the 
local rates, but it does warrant the conclusion that the compensation is far below 
the level of charges paid on motor carrier traffic generally, and in some instances 
it is at least as low as 40 percent of the motor carrier first-class rates,” 

Again, at pp. 1383-134: 

“It is clear from careful consideration of the record as a whole that the 
present method of determining the compensation to be paid by the forwarder 
to the motor carrier is unlawful in that it results in discrimination in favor of 
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forwarders and against other shippers who use the services of motor carriers 
under like conditions and circumstances, and against smaller forwarders, which 
because of the limited amount of traffic they handle, are unable to obtain as 
low a basis of compensation as the larger forwarders because of their larger 
volume and more widespread operations. The determination of compensation 
by agreement has had the effect, generally speaking, of establishing compensa- 
tion on a relatively low level, and has thus imposed a burden on traffic other 
than forwarder traffic to the extent that rates on motor carrier traffic must 
be on a level sufficient to make up for the concessions to forwarders. Until this 
investigation was instituted, the amounts of compensation were secret; they 
are not published in tariffs, and the compensation was generally unknown 
except to the forwarder and to the motor carrier to which it applied. This 
practice is repugnant to the purposes and provisions of the act and the national 
transportation policy and should not be continued.” 

And, at p. 134, the Examiner points out how forwarders can use the traffic club 
to secure discriminatory treatment: 

“The forwarders were able to use their great bargaining power with individual 
motor carriers to persuade them to agree to the divisional basis, and with com- 
petition for the forwarder business keen among motor carriers, insistence on the 
application of published assembly and distribution rates would have meant the 
loss of the traffic to a competitor.” 

Such findings six years after regulation can hardly be expected to inspire 
confidence that potential abuses will be prevented. Nowhere in the Examiner’s 
report does he refer to the evidence of pressures exerted by some of the applicants 
(see Tr. pp. 1137-38, and W-2619-21). Far less does he prescribe any regulation 
or suggest any safeguard against their continuance or recurrence. This only 
confirms the air carriers’ belief that these pressures easily elude regulatory 
remedies. 

The second “assurance” given by the Examiner is “the Civil Aeronautics Board 
will not be derelict in its duty.” By this statement the Examiner goes beside the 
point. The pressures of forwarders are exerted in secret arrangements. They 
are not susceptible to regulatory scrutiny or control. The Board should consider 
long and carefully before bringing into being a group whose welfare is derived 
almost exclusively from the special benefits they can derive by enlarging on the 
rate differentials between small and volume shipments, and by special conces- 
sions they can get for themselves. 


C. Indirect carriers will keep traffic from moving by air 


The Examiner states at p. 62: 

“This fear was not supported by any facts or record.” 

To find support we need only turn to the preceding page where he said: 

“Forwarder cargo will undoubtedly be carried from some such localities by 
motor truck * * *”. 

The evidence supports the second statement. In surface operations the appli- 
cants use motor carriers to and from their assembly stations (Tr. pp. C—500, 
C-—766-7, C-823, C-1142), which do not exceed 110 points for any one applicant, 
and were frank to admit that they would apply that practice in air operations. 
The assembly to these few points would be performed by truck, despite the exist- 
ence of direct airline service from the point of origin (Tr. pp. W-984, W-—988, 
1049, 1050). Traffic originating at Bangor, Maine, would be trucked to Boston; 
traffic originating at Allentown, Pa., would be trucked to Harrisburg (Tr. p. 
W-826), and freight originating at Columbia, Ohio, would move by truck to 
Cincinnati (Tr. p. C-823). The Examiner seeks to dismiss this diversion to 
surface transport at p. 61 by saying: “It is doubtful if much of this traffic would 
ever move by air.” 

Clearly, this view condones negation of the objectives of the Civil Aeronautics 
Act. It is directly contrary to the policies upon which air service was author- 
ized to all certificated cities, and in direct conflict with the duty of air carriers 
to generate traffic to move by air at all points which they serve. And the con- 
clusion is entirely gratuitous There is no evidence before the Board that air 
cargo must be trucked many miles to an appropriate assembly point. Every 
record of air cargo originating at the more than 500 certificated points refutes 
this. It is hardly consistent with the Board’s duties to authorize a group whose 
profit depends on keeping cargo out of the air for part of its trip. 
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D. Forwarders will increase air transport costs 


The injection of forwarders will require a duplication of solicitation efforts. 
The carriers must solicit the forwarder and the shipper also. Shippers must be 
solicited for the traffic the forwarder doesn’t handle and to maintain carrier 
identity. The Examiner recognizes that such duplication is an economic waste, 
at p. 66, but he concludes that it will “undoubtedly tend to disappear,” because 
“the surface carriers have found it more advantageous and more profitable to 
work with forwarders * * *.” The Examiner’s confidence is not shared by a 
published report of the ICC Examiner, who made the most recent detailed 
investigation. The Examiner’s report in the ICC’s Docket No. 294938, referred 
to above, concludes at p. 128: 

“With few exceptions, motor carriers handling forwarder traffic also handle 
the traffic of other shippers. In the operation of their business, they employ 
solicitors who in many instances solicit forwarder traffic as well as other 
traffic * * *. Local as well as forwarder traffic is transported for the same 
shippers and the solicitation efforts between the two kinds of traffic cannot be 
segregated.” 

The suggestion that air carriers rely on the forwarders for solicitation is 
precisely the result which the Board denounced in Pan American—U. 8. Lines 
Agreement (decided October 20, 1947, there the Board refused to approve an 
agreement whereby an air carrier delegated to an agent exclusive soliciation 
rights. Even if the Examiner wished to ignore the effect of the Board’s decision 
in that case, he should not have overlooked the fact that air carriers cannot 
completly surrender the solicitation of traffic to middlemen, who by their power 
to shift to another carrier can keep the revenues of the direct carriers subject 
to such speculation that they can continue their operations only at the leave 
of the middleman. 

The ICC Examiners also found that the operation of forwarders increases the 
costs of the direct carriers in making collections. Thus, at p. 128 of their report, 
they state: “Many of the carriers are subject to the expense of collecting for- 
warder charges, which usually requires greater clerical expense than is incurred 
on local shipments.” 

Air carriers’ ground expenses would also be increased by the dilution of the 
pickup and delivery traffic with resultant higher per unit costs. The Examiner 
suggests at p. 68, that to relieve this waste, the forwarder could use the same 
pickup service now provided by the direct carrier. This discloses the total 
sham of the argument that the forwarders will contribute to air service by pro- 
viding pickup and delivery. This much remains clear, however, to the extent 
that forwarders will duplicate pickup and delivery they will dilute the traffic 
and increase per unit costs. 


E. Forwarder operators will prevent efficient plane utilization 


The essence of forwarding is the consolidating of small shipments into bulk 
shipments. Every scheduled flight that departs while the forwarder accomo- 
dates small shipments, however, marks a loss in service, delay in delivery and a 
blow at aircraft utilization. 

By assembling from small points by motor vehicle and holding shipments 
till evening, he will prevent efficient plane utilization. The traffic he holds 
during the daylight hours would otherwise move on the lighter loaded day 
schedules and lessen the congestion of evening schedules. The BPxaminer 
answers that by indicating “that there already is a heavy concentration of traffic 
after three o’clock in the afternoon.” So, leads on this argument, the 35% to 
53% of domestic shipments and over 85% of international shipments available 
before 4 P. M., should also be tendered to the airlines after 4 P. M. This traffic 
will compound the congestion now existing in the evening hours. More serious, it 
lessens revenues during the day and multiplies the expense by requiring addi- 
tional schedules at the end of the day. 

That view requires the certificated carriers to forget about freight traffic on 
their combination airplanes, so the forwarder can enjoy a profit by holding that 
cargo until evening. The Examiner justifies this by contending that the load- 
ing of cargo will delay schedule. There is no evidence in this record that de- 
lays are caused by the loading of cargo. Apparently he concurs for he sug- 
gests that the certificated carriers load first-class mail and parcel post on those 
combination planes. 
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To ask air carriers to give up cargo now available in exchange for the hoped 
for carriage of first-class mail is clearly wrong. The suggestion to disregard 
cargo traffic is directly contrary to the urgent necessity for generating traffic 
to offset declining mail revenues. This suggestion is particularly unacceptable 
when its only purpose is to enable forwarders to make a profit. 


F. Forwarders will delay air service 


Instead of increasing the speed of air service, the consolidating middleman 
will delay it.” Normal operations of the applicants will consist of assembling 
shipments during the day, particularly the late afternoon, for movement on eve- 
ning trips (Tr. pp. 1350, 1469, 1697, W-618-25, W-788).” 

This delay at point of origin is admitted by the applicants and is described as 
the “delay which is inherent in consolidation” (Tr. pp. 987, 1010, 2174, 2181, 
2268, W-63, W-120, O-38). 

Aside from “the delay inherent in consolidation” at terminal points, other 
types of delay will occur under the proposed operations. Since no applicant will 
provide an assembly station at any point where it cannot be supported by regular 
daily volume (Tr. p. W-999), property accepted at other cities will be brought 
into assembly points by trucks, or rail. Thus, for example, if at Bangor, Maine, 
the traffic were insufficient for a daily consolidated load, the forwarder would 
truck Bangor’s air freight to Boston, for example, for consolidation with freight 
originating at Boston and other “off line” points. Some of those “off line” 
points are 300 miles or more away from the consolidation terminal requiring 
a truck haul of a day or more. Accordingly, using the example cited above, air 
freight tendered to a forwarder at Bangor, in the absence of sufficient daily 
volume at that point to make up consolidated loads, would be trucked to Boston, 
or the nearest consolidation station, and this would be done despite the existence 
of direct airline service from the “off line” point in question (Tr. pp. W-984-8, 
W-1049-50). The forwarders recognize that this procedure “may sound strange 
but it is exactly what we do in connection with our rail and surface operations” 
(Tr. pp. W-986-7). The fact that, in competition with the notoriously slow 
and often inefficient L. C. L. service of the railroads, this kind of an operation 
on the part of the forwarder may be faster is of course no reason why it should 
be faster than direct air carriage. One forwarder sees no present possibility 
of using air transportation in this assembly and distribution service (Tr. pp. 
W-987-8). 

Still another element of delay is inherent in the applicants’ proposals to adopt 
in air movements the same in-transit reconsolidations as take place in surface 
operations (Tr. pp. W-789, 1049-50). This “funneling” process requires, for 
example, that loads from various origins in the east for delivery at all points 
west of Chicago, be reshuffled at Chicago by destination areas for the purpose 
of taking advantage of the lowest volume rates. Thus, the existence of through 
air freight service from Allentown, Pennsylvania, to Denver, Colorado, for in- 
stance, would not in the ordinary case, obviate an off-loading and reconsolida- 
tion at Chicago (Tr. pp. W-1049-50). The delays this entails are recognized 
(Tr. pp. 1086-8). One applicant testified that reconsolidation at intermediate 
points delayed service three days (Tr. pp. C-474-5). One of the applicants, an 
established surface forwarder, recognizing the time to be lost in the “funnel” 
operation, says it would destroy the value of air transportation (Tr. p. 1904). 

Consolidation, therefore, which increases speed in surface transport, will only 
delay air service. 

The applicants countered this argument with the claim that air freight traffic 
is not available until late in the day and consolidation will not delay service. 
The evidence in this record is to the contrary. 34.4 percent of air shipments in 


232 One apetisant attempted to refute this by indicating how, in his service, the delivery 
time was improved. This applicant is a contract forwarder offering a “blue ribbon” pre- 
mium service in which consolidation is not relied upon as the source of revenue and each 
_ a — expedited service at premium rates (Tr. pp. 985-6, 1175-9, 1202, Exh. 
at , Pp. ® 

#8It was suggested that no individual shipment be held for consolidation more than 12 
hours, and there seems to be general agreement that, in any event, shipments will not be 
held overnight (Tr. P. W-618). One large operator believes a day is enough to “accumu- 
late” a DC-3 load (Tr. p. W-1015), and the whole concept of his case is based upon use 
Cy iw’ oh quantity discounts, i, e., 16,000-pound loads (Tr. pp. W-—1025—-7; W-1069; 
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12 cities were tendered before 3 P. M. (Exh. No. ATA-9). A count at New York, 
Los Angeles, and Chicago during August 1946 showed that 51 percent of the 
traffic was available before 4 P. M. (Hxh. No. ATA 45, p. 2). Another count 
at Newark indicates that 52 percent of the shipments tendered by individual 
shippers for domestic transportation, and 85.11 percent of international ship- 
ments, were available before 4 P. M. (Exh. FFI-4, Supplementary Table 4). 

One applicant attempted to refute this evidence of delay by indicating how, in 
his service, the delivery time was improved. This applicant is a contract for- 
warder offering a “blue ribbon” premium service in which consolidation is not 
relied upon as the source of revenue and each shipment is given expedited service 
at premium rates (Tr. pp. 985-6, 1175-9, 1202, Exh. BAF-11, p. 16). 

It should be recognized that as agents these applicants could perform their 
useful services and at the same time the opportunities for abuses would be sharply 
curtailed. As agents their compensation would not depend on rate differentials. 
They would not be rewarded by distorting rate structures. As agents they would 
have no incentive to hold traffic nor to ship by truck; in fact their efforts to use 
air transport would be rewarded by a percentage of the air charge. As agents 
they would have no reason to duplicate the ground services of the direct carriers. 
Their contributions would be unclouded with the threats they hold in the guise 
of “carriers.” 


III. Neither the public convenience and necessity, nor the public interest requires 
the certification or exemption of the Railway Express Agency, Inc., as an 
indirect air carrier 

In our brief to the Examiner we recommend that the exemption of the Railway 
Express Agency, Inc., be continued temporarily. The Examiner also recommends 
the continuance of the exemption, but recommends that it be expanded to permit 
the REA to utilize the services of the noncertificated air cargo carriers. No- 
where in the report does he discuss a need for, or justify such an amendment of 
‘the exemption. It cannot rest on a want of certificated carrier service. Al- 
though some testimony was introduced to show that air express sometimes failed 
to move on the first possible flight, that same testimony demonstrated that the 
cause of such delay lay with the REA, as well as with the direct carriers. Thus, 

Exh. REA-P lists as express refused that which was “received too late for 

plane trip,” and that which “arrived too late for plane trip,” as well as that which 

“arrived at airport too late.” It was admitted by the RBA that the traffic listed 

as refused may well have gone on the next flight (Tr. p. 2516). 


A. To broaden REA’s exemption would greatly enlarge the scope of the cargo 
carriers’ exemption to permit the cargo carriers to handle traffic which they 
are not qualified to carry, and which is receiving admittedly adequate service 
from presently authorized carriers 

The motivation for exempting the noncertificated carriers by Economic Regu- 
lation 292.5 was that those carriers would experiment in a “new field of air 
cargo.” The Board spoke of such carriage of property as being “in its infancy,” 
but as “likely to become an industry utilizing new methods and techniques which 
will develop only with time, experience and opportunity for expermentation.” 

The noncertificated carriers likewise referred to an allegedly new all-cargo serv- 

ice in supporting their applications in the Air Freight Case, and asserted they 

were proposing to carry “bulk freight,” a type of traffic allegedly not receiving 
service, 

The preservation of the distinction between the two types of traffic was well 
argued by the Examiner: 


“* * * it appears to be necessary in the public interest to maintain the distinction 
between ‘air express’ and ‘air freight.’ So long as such distinction is maintained 
the fullest development of each type of air cargo will be accomplished, if the ef- 
forts of the parties dealing in each of the services are not divided. There will 
always be an element of competition between the two types, which can best be 
preserved by discouraging the commingling in one agency of facilities for deal- 
ing in or with both” (P. 79). 

The services of the all-cargo carriers are not adapted to carry express. They 
offer service primarily between only the large industrial centers. Service to 
smaller communities is offered only when minimum volumes of 1,000 or 2,000 Ibs. 
are tendered. This volume-only service will prevent the regularity and the cover- 
age required. It also militates against the continuance of the certificated car- 
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riers’ service to the smaller cities. Those carriers would retain the responsibility 
for carrying the light traffic and lose the profitable traffic which makes the overall 
service feasible. 


B. To grant this application would authorize heavy diversion of traffic from the 
certificated carriers 


No new traffic would be handled. No new cities would be served to generate 
new sources, and the REA has had no experience in generating bulk freight. In 
its surface operations it is a carrier of express, and its railroad owners have 
denied it access to freight (cf., Tr. p. 773). This leaves only the express traffic 
now moving over the certificated carriers to be shared with the noncertificated 
carriers. 

This is the traffic which has been developed by the joint services of the certifi- 
eated carriers and the REA. Over 20 years of regular scheduled service to all 
the certificated points, research and expansion of facilities, all have had a part 
in the development of this traffic. The carriers initiated the promotional efforts 
and sparked the advertising to foster its growth (Tr. pp. 390-1, 396, 403). The 
REA during these years has had the privilege of determining and deducting its 
costs in air service and them receiving 14 of the balance under a contract which 
in substance constitutes a ‘“‘cost-plus” arrangement and guarantees a profit to 
the Agency. 

This discrimination diversion of revenue from the certificated carriers by 
extending the exemption would be particularly severe. The cities between which 
the cargo carriers operate on a regular basis are only the largest traffic centers, 
and the ones between which the major part of air express moves. Thirty-seven 
of the largest domestic cities for which express data is available originated 
33% of the express traffic in 1939. That percentage of the 1946 air express 
revenues of the certificated carriers would exceed $3,100,000. While this is 
substantial, it does not include the revenue derived from other traffic which moves 
in large volume between those cities and which would also be diverted to the 
all-cargo carriers. 

To extend the REA’s exemption would expand the noncertificated carriers’ 
exemption beyond the operations contemplated or found necessary when it is 
granted. It would convert an experiment in developing new traffic into an appro- 
priation of the existing certificated carriers’ air express traffic and revenues. 


CONCLUSION 


The questions presented to the Board by this proceeding concern the sum total 
of air transport services and how they should be provided. The Board, on the 
one hand, can follow the precedent set in rail transportation and permit the 
operations of an anomalous group of forwarders who can increase the price of 
air transportation in the guise of “‘carriers.” Such a defeatist policy the Board 
has been loathe to accept in other spheres of air transportation. Here too the 
Board should reject the mistakes of the past. At the very least it should try to 
achieve a system which was recognized as desirable by other public agencies 
which have faced a similar problem. Those agencies have urged that the total 
services necessary can and should be performed by the direct carriers whose duty 
it is to provide them. If there be an inclination to experiment it should favor 
the trial of a genuinely new system, one which holds the brightest promise for 
the most efficient service at the lowest possible cost. Only by rejecting the 
applications in this proceeding can the Board move toward that goal. 


Respectfully submitted. 
S. G. Treton, 


Pavut RETIBER, 
Attorneys for the Air Transport 
Association of America, 
May 26, 1948. 
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THURSDAY, MAY 17, 1956 


Hovss oF REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE J UDICIARY, 
Washington, D.C. 


The subcommittee met pursuant to recess, at 9:30 a.m., in room 
346 Old House Office Building, Hon. Emanuel Celler (chairman of 
the Judiciary Committee) presiding. 

Present: Representatives Celler, Rodino, Rogers, Quigley, Keat- 
ing, and McCulloch. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Hark- 
ins, cocounsel ; Thomas H. McGrail, assistant counsel ; Leonard Appel, 
assistant counsel; and Julian H. Singman, assistant counsel. 

The Cuarrman. Let us proceed. 

We will try to finish up today. If we do not finish this morning, 
we will go on this afternoon. 

You may proceed. 


TESTIMONY OF STUART G. TIPTON, PRESIDENT; ACCOMPANIED 
BY STANLEY GEWIRTZ, VICE PRESIDENT; JOHN L. LUNDMARK, 
ASSISTANT EXECUTIVE SECRETARY; D. W. MARKHAM, AS- 
SISTANT GENERAL COUNSEL; AND E. ROBINSON, ASSOCIATE 
DIRECTOR, DIVISION OF AIR TRANSPORT ECONOMICS, AIR 
TRANSPORT ASSOCIATION—Resumed 


Mr. Gewrrtz. I think yesterday we were almost at the point of 
leaving the discussion of the relation between net operating income 
and operating ratios, and the industry’s growth in terms of volume and 
usefulness. 

I would only like to point out at this time, Mr. Chairman, that 
as you look at the operating ratios on this chart, that when you get 
over the red line you are in trouble in terms of the amount of cents 
per dollar it is costing you to operate. But when you compare the 
operating ratios against the relationship of gross revenues and op- 
erating expenses to other industries, particularly some of the older 
industries where the traditional rate of return measure is applied, 
you would find, for instance, in the railroad field in 1955, just to look 
at a few reasonably representative, middle-sized railroads, that their 
operating ratios were far healthier than those that were experienced 
by the domestic trunklines. 
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I have here the 1955 annual report of the Chesapeake & Ohio Rail- 
way, which shows in 1955 its operating ratio was 68.1 percent, which 
shows that it kept better than 30 cents out of every dollar it made. 

In addition to that, you have even more respectable operating 
ratios on the part of some of the smaller railroads quite different 
from the airline industry. You have the Virginian, with an operating 
ratio in 1955 of 15.9 percent. 

The Norfolk & Western, with an operating ratio of 66.4 percent. 

And the Texas & Pacific Railway, which has fairly respectable route 
mileage, with an operating ratio of 71 percent. 

All of those are far in excess in their operation, in terms of re- 
turn to the carriers, the difference again between gross revenues and 
operating expenses, of the most healthful of the domestic trunk air- 
lines, indeed. 

Compare our industry on another basis, with typical regulated 
industries—the basis of net income after taxes, as a percent of operat- 
ing revenues; this is not a return on investment analysis, but it shows 
the story of net income after taxes. 


WET INCOME AFTER TAXES % 


AS PERCENT OF OPERATING REVENUES 
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Here you find the airlines down at a level, in 1955, just a little 
above 5 percent. The buses close to 5 percent; and in many respects, 
from 1949 or mid-1949 on, you get a kind of parallel between the 
net income picture of the buses and the net income picture of the air- 
lines, although prior to 1949 they came down and fortunately, from 
our point of view, we went up. 


TABLE 20.—Net income after tawves and charges as percent of operating revenues, 
domestic trunklines compared with selected industries, 1938-55 
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1 Estimated. 

* Not available. 

Sources: Airlines, Civil Aeronautics Board reports; railways and buses, Interstate Commerce Commission 
reports; electric utilities, Federal Power Commission reports. 


But, as was suggested earlier, there are some comparable character- 
istics which I propose to go into, between buses and airlines; whereas 
the relationships, financewise and investmentwise, between airlines, 


railroads, and other utilities, are not the same. 

Now the utility picture is a very stable picture, but it is a picture 
that reflects considerable net income throughout the entire period 1946 
through 1954. No 1955 figures are yet available—at least to us. 

The utilities are in the general neighborhood of a 15 percent story 
in terms of net income after taxes; and here the railroads, with a 
smaller return on investment than our own, nevertheless show a net 
income picture suggesting greater financial health and, as we also. 
would propose to show subsequently, greater returns to the stock:- 
holder. 

Now, as an example of the kind of returns that you get based on the 
operating ratio picture, the percentage of net income after taxes as a 
percent of operating revenues, in the instance of the Chesapeake & 
Ohio, whose annual report I read from, they enjoyed in 1955 a 15- 
percent return of net income after taxes. And the same would be true 
of the Virginian, the Norfolk & Western, and the Texas & Pacific. 

In fact, you would probably find that their percentage net was far 
greater, indeed, than even the Chesapeake & Ohio. 

Now, there are many reasons why a rate of return theory applied to 
air transportation is inapplicable. 
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TABLE 21.—Annual rate of capital turnover of regulated industries, 1938-53 


[In percent] 
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1 Not available. 


Source: Airlines, Civil Aeronautics Board reports; railways and buses, Interstate Commerce Commission 
reports; electric utilities, Federal Power Commission reports. 


One of the most outstanding reasons is the fact that the airlines and, 
to a greater extent, the bus lines, using a traditional measure, annual 
rate of capital turnover—which is the relation of investment to gross 
revenues in terms of how many times a year you turn it over—you find 
that the airlines are turning over their investment close to 114 times a 
year; the buses turning them over about 134 times a year; whereas in 
the instance of the electric utilities and the railroads, the electric utili- 
ties turn over their investment about once every 4 years, and the rail- 
roads about once every 3 years. 

That fact is reflected in some of the net income figures we have seen 
previously, where you have a good, stable earning position on the part 
of the electric utilities, a better position than our own on the part of 
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the railroads, and some comparability between the scheduled airlines 
and the bus lines. 

Mr, Maerz. Excuse me, Mr. Gewirtz, before 7 go on. 

You are talking about operating ratios, and I think I asked you 

esterday whether it is not true that members of your organization 
bate been interested in an operating ratio approach to ratemaking by 
the Civil Aeronautics Board. I think your answer was “Yes.” 

Mr. Gewirtz. My answer was, “Yes,” that there has been consider- 
able sentiment on the part of a larger portion of the industry, but there 
is some difference of opinion, 

Captain Rickenbacker wrote an interesting article on that subject 
about 2 or 3 years ago in the Journal of Air Law and Commerce, and 
the industry has on a number of occasions discussed the matter formally 
and informally. And as I pointed out, the Board itself has in some 
instances recognized the applicability of the operating ratio approach, 
most recently, I believe, in 1950 in the Mail Rate Case of Pioneer 
Airlines and ‘Trans-Texas Airways, and applied the operating ratio 
in those particular mail rate decisions. 

Mr. Maerz. Under that theory, just to put it in focus, the ratio 
between operating expenses and operating income would be a yard- 
stick for determining earnings by the airlines ? 

Mr. Gewrrrz. If that particular measure of profits were applied, 
yes, sir, that is true. 

Mr. Materz. If the operating ratio concept were to be adopted, 
would it not mean increased earnings for the airlines, assuming, for 
example, that the operating ratio would be 85 percent? 

Mr. Gewrrtz. If the operating ratio were adopted, at 85 percent it 
would mean better earnings, increased earnings. There would be 
some question in our minds, and one of the difficulties in respect to 
the operating ratio has been that there has been some difficulty in 
fastening onto what the appropriate operating ratio should be. Your 
question, though, should be answered affirmatively. 

Mr. Materz. Thank you. 

Is it not correct that Mr. Warner Hord, Chief of the Division of 
Accounts of CAB, is a vigorous and vocal proponent of this operating 
ratio principle? 

Mr. Gewtrtz. I have heard that. Frankly, I have had no oppor- 
tunity to talk with Mr. Hord since I have been back in the business for 
the last couple of years, and it may be that he is. Certainly I have 
heard that. 

Mr. Materz. And is it not a fact that at the moment, Mr. Hord is 
probably the only staff member of the Board who feels strongly in 
this direction ? 

Mr. Gewirtz. I would find it difficult to answer that question, be- 
cause I have not talked either to Mr. Hord or to any of the other staff 
members on the applicability of that measure of profits. 

Mr. Materz. Mr. Chairman, I refer to a letter dated July 9, 1954, 
from Mr. Todd G. Cole, vice president and comptroller of Delta Air 
Lines, to Mr. DeVourensy, treasurer of United Air Lines, and to Mr. 
ae treasurer of Northwest Airlines, which reads in part as 

ollows: 


Dear ANDY AND LEN: I spent a couple of hours yesterday with Mr. Warner 
Hord, which began as just a friendly visit but which subsequently covered a 
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subject of considerable interest—the operating ratio approach to the determina- 
tion of reasonable earnings in the airline industry. 

As soon as this item came up in the conversation, I found Warner to be a 
most vigorous and vocal proponent of this principle. It was apparent that he 
has devoted a not inconsiderable amount of time and effort to the development 
of supporting data through the years. 


And then skipping to the end of the letter: 


He was (if I judged his reaction correctly) pleased with the interest I 
showed in his work on the subject, but expressed some reluctance to the publi- 
eation idea— 


referring to publication of a study that he has made— 


for fear it might be interpreted as an endeavor to “sell” an idea indirectly that 
he had not been able to sell to the Board directly. He promised, however, to 
give the matter more thought. 

Interest in the general operating ratio subject has waned somewhat since 
the three of us worked on it a couple of years ago, and perhaps it would be well 
if we at least brought our figures up to date. And, if I may make the sugges- 
tion, if each of you could arrange to spend a little time with Warner Hord when 
you are next in Washington I believe it would be most helpful to the cause. 


Mr. Chairman, I offer in evidence this letter at this point. 
The Cuamrman. It will be accepted. 
(The letter dated July 9, 1954, is as follows :) 


Detta-C & 8 Arr Lines, 
Atlanta, Ga., July 9, 1954. 
Mr. A. M. DEVOURENSY, 
Treasurer, United Air Lines, 
Chicago, Iii. 
Mr. L. 8. Houstap, 
Treasurer, Northwest Airlines, Inc., 
St. Paul, Minn, 


Dear ANDY AND LEN: I spent a couple of hours yesterday with Mr. Warner 
Hord, which began as just a friendly visit but which subsequently covered a 
subject of considerable interest, the operating ratio approach to the determination 
of reasonable earnings in the airline industry. 

As soon as this item came up in the conversation, I found Warner to be a most 
vigorous and vocal proponent of this principle. It was apparent that he has 
devoted a not inconsiderable amount of time and effort to the development of 
supporting data through the years. He showed me several charts contained 
in a 30- or 40-page monogram he had prepared on the subject a year or so ago— 
when he was working on the User Charge matter—that represented by far the 
most logical and effective presentation that I have ever seen of the appropriate- 
ness of the return on investment philosophy for the low turn-over industries and 
the similar appropriateness of the operating ratio philosophy for the high turn- 
over industries. 

Such support for a principle of major importance to the industry—now more 
so than ever, with Bureau Counsel urging the establishment of a separate allow- 
able rate of return on borrowed capital and thereby eliminating what little 
leverage the airlines have hitherto enjoyed in this item—from one in a position 
to make his views recognized should probably be cultivated to the fullest. I 
suggested that he give consideration to publishing the manuscript he showed me, 
and offered the facilities of our printing department to do the job. He was 
(if I judged his reaction correctly) pleased with the interest I showed in his 
work on the subject, but expressed some reluctance to the publication idea for 
fear it might be interpreted as an endeavor to “sell” an idea indirectly that 
he had not been able to sell to the Board directly. He promised, however, to give 
the matter more thought. 

Interest in the general operating ratio subject has wanned somewhat since the 
three of us worked on it a couple of years ago, and perhaps it would be well if we 
at least brought our figures up-to-date. And, if I may make the suggestion, if 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 9053 


each of you could arrange to spend a little time with Warner Hord when you 
are next in Washington I believe it would be most helpful to the cause. 
Sincerely, 
Topp G. Core, 
Vice President, Comptroller. 


Mr. Maerz. I also refer, Mr. Gewirtz, to a letter dated July 13, 
1954, from Mr. E. F. Kelley, executive secretary, to Todd G. Cole. Is 
Mr. Kelley executive secretary of ATA ? 

Mr. Gewirtz. Mr. Kelly is vice president of the ATA, 

Mr. Maerz. The letter reads in part as follows: 


Dear Topp: In further connection with your letter of July 8, 1954, relative to 
the operating ratio approach to ratemaking, I thought you might be interested 
in my understanding of some of the points which you raised. 

Opposition to the application of the operating ratie concept emanates from 
the staff of the Board rather than from the Board itself, and, as a matter of 
fact, the Board has indicated a genuine interest in the idea. 


Mr. Chairman, I offer in evidence at this point this letter of July 13, 
1954, 

The Cuatrman. It will be accepted. 

(The letter of July 13, 1954, is as follows :) 


JuLY 13, 1954. 
Mr. Topp G. COLE, 
Vice President-Comptroller, 
Delta-C & 8. Air Lines, Inc., 
Atlanta, Ga. 

Dear Topp: In further connection with your letter of July 9, 1954, relative to 
the operating ratio approach to ratemaking, I thought you might be interested 
in my understanding of some of the points which you raised. 

Opposition to the application of the operating ratio concept emanates from the 
staff of the Board rather than from the Board itself, and, as a matter of fact, 
the Board has indicated a genuine interest in the idea. 

Consideration is still being given to the publication of the material, and 
there would be no opposition to its use thereafter. There is a reluctance to 
make the information available on an informal, restrictive basis, however, 
because it might be interpreted to be an attempt to procure by indirect action 
an objective that could not be accomplished directly. 

The particular approach is based on the assumption that return on invest- 
ment is most advantageous to the heavy equipment public-utility organizations, 
and that particluar type of industry would not be interested in any other rate- 
making concept. Some means, however, must be found to permit organizations 
such as comprise the air transport industry to realize a return which would 
make their securities attractive to investors. The return on investment theory 
should not be abandoned, but should be combined with other factors, such as 
operating ratio, etc., in establishing rates for such industries. 

I shall continue to try to keep abreast of developments on this subject. 

Kindest regards. 

Very truly yours, 
E. F. Ketty, Brecutive Secretary. 


Mr. Maerz. Now, Mr. Gewirtz, I direct your attention to a memo- 
randum dated February 9, 1955, from Earl D. Johnson to Mr. E. F. 
Kelly. Who is Earl D. Johnson? 

Mr. Gewirrz. Earl D. Johnson is a former president of the Air 
Transport Association, from January 1954 until June of 1955. 

Mr. Maerz. This memorandum reads as follows: 


In view of my resignation, I feel that it would not be too valuable if I were 
to sit down with you and Warner Hord, pursuant to your suggestion, and explore 
the problem of operating ratios. On the other hand, I feel it important, par- 
ticularly in view of the desires of our membership, that we continue to work to- 
ward this objective. 


77632—57—pt. 1, vol. 341 
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Under the circumstances, wouldn’t it be wise for you and Mr. Tipton to con- 
centrate on that particular area and get Hord’s views as soon as possible, so 
that we may determine how they coincide with our own and then take appro- 
priate steps to fortify his position at the Board? It is my understanding that, 
at the moment, he is probably the only staff member at the Board who feels 
strongly in this direction. 

Mr. Chairman, I offer in evidence this memorandum of February 9, 
1955. 

The Cuarrman. It will be accepted. ; 

(The memorandum of February 9, 1955, is as follows: 
Fresruary 9, 1955. 
MEMORANDUM 
To: Mr. EB. F. Kelly. 
From: Earl D. Johnson. 


In view of my resignation, I feel that it would not be too valuable if I were 
to sit down with you and Warner Hord, pursuant to your suggestion, and explore 
the problem of operating ratios. On the other hand, I feel it important, par- 
ticularly in view of the desires of our membership, that we continue to work to- 
ward this objective. 

Under the circumstances, wouldn’t it be wise for you and Mr, Tipton to con- 
centrate on that particular area and get Hord’s views as soon as possible, so 
that we may determine how they coincide with our own and then take appro- 
priate steps to fortify his position at the Board? It is my understanding that, 
at the moment, he is probably the only staff member at the Board who feels 
strongly in this direction. 

Mr. Maerz. I wonder whether you could tell the committee, Mr. 
Gewirtz, what steps you know officials of ATA have taken to fortify 
Mr. Hord’s position with the Board. 

Mr. Gewirtz. Well, let me point out at the outset, Mr. Maletz, lest 
there be any misconception of Mr. Hord, of either his relations with 
the ATA or the industry with him, I have known Mr. Hord for some 
years by reason of having had the distinction of serving with the 
Board from 1946 to 1948, and there are few people, indeed, in the serv- 
ice of our Government that have his exceptional talent and, even be- 
yond that, his extraordinary integrity. 

Now, whatever efforts have been made to fortify Mr. Hord’s beliefs 
honest beliefs, with respect to operating ratios, as you have indicated 
them in the material you have read, I don’t know. I suspect that you 
have just about covered all of the so-called efforts that may have been 
made to discuss with Mr. Hord his views on this subject, and the efforts 
of the industry, which have been made, certainly, public in articles 
published by Captain Rickenbacker, in conferences, I believe, some 
3 to 4 years ago that were held in Denver, on the industry’s part, with 
respect to the operating ratio concept. 

eyond that, I don’t think that anything further has been done 
for the simple reason, as you have stated in excerpts from Mr, Todd 
Cole’s letter, that there has not been a focus on the part of either the 
airline finance and accounting conference or any of the other people 


dealing with matters of that kind, as to precisely the nature of the 
operating ratio, how it should be applied, and the efforts that might be 
made, 
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Now, it is entirely conceivable, Mr. Maletz, that our efforts to per- 
suade the Board of the inapplicability of the rate of return theory will 
find appropriate focus during the course of this general passenger 
fare investigation. It would only be logical, indeed, to investigate 
the measure of profits when you are busy looking at the level of fares. 

And I would say, probably this may well be the opportunity that 
the industry has been looking for to concentrate its activities in prov- 
ing to the Board, the public, and the Congress, that we have not been 
fairly treated in terms of the kind of return we have been getting for 
our invested dollar. 

The Cuamrman. Then if that happens, I hope you will place an 
accolade of distinction upon this committee. 

Mr. Gewirtz. The committee needs no accolade of distinction, Mr. 
Chairman. 

Mr. Matetz. Mr. Gewirtz, probably I should have directed this last 
question of mine to Mr. Tipton, because there was reference in the 
memorandum to Mr. Tipton. 

Mr. Johnson suggested in his memorandum that, quoting again: 

Under the circumstances, wouldn’t it be wise for you and Mr. Tipton to concen- 
trate on that particular area * * 

Did you in fact, Mr. Tipton, concentrate on that particular area as 
indicated, or suggested, rather, by that memorandum ? 

Mr. Treron. I am a little embarrassed to confess, Mr. Maletz, we did 
not concentrate on that particular area, simply by reason of, as far as 
I am concerned, lack of time. 

I think it was an important area to concentrate attention on, but we 
just have not done so. 

Mr. Matetz. Did you, in accordance with Mr. Johnson’s suggestion, 
seek to get Mr. Hord’s views as soon as possible? 

Mr. Treron. No. 

Mr. Matetz. Did you take any steps, any appropriate steps, to for- 
tify Mr. Hord’s position with the Board ? 

Mr. Tieron. I know of none, and I think if there had been any 
taken, I would have known of them. 

Mr. Maerz. Did you have any conversations subsequent to Febru- 
ary 9, 1955, with Mr. Hord, concerning the operating ratio concept ? 

Mr. Treron. I think not. I know I did not, and I think that the 
other members of the staff have not, either, on that particular issue. 
As I say, I think we should have. 

Mr. Maerz. Thank you. 

The CuarrMan. Go ahead, Mr. Gewirtz. 

Mr. Gewrrrz. Another index of the operations of the air transport 
industry which suggests the inapplicability of a rate of return theory, 
particularly when it is borrowed from the older forms of transporta- 
tion, is characterized by this chart on passenger load factors. 
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PASSENGER LOAD FACTOR *’ 
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TaBLE 21A.—Revenue passenger-miles, available seat-miles, and load factors 
FIRST-CLASS SERVICE, 1946-55, DOMESTIC TRUCKLINES ! 
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You will recall, Mr. Chairman, we talked a little bit about this yes- 
terday in terms of some of the unhappiness, I know, that is experienced 
by the traveling public at peak periods. But nevertheless when you 
look at the total picture, you find that all is not peaches and cream 
in the operation of an airline. 

It is the rare industry, indeed, that produces so much more than 
it is able to sell, and an airline seat that is not sold on a particular 
ane is a product that is lost forever, in terms of its ultimate profita- 

ulity. 

But here is the picture from 1946 through 1955, a picture broken 
down, beginning in 1946, between coach and tourist on the one hand— 
this is only our domestic trunklines—and first class on the other hand. 
I might add that in the international field the peaks and valleys are 
even greater. 

And with respect to local-service airlines, you would find that these 
load factors, all of them, at the moment, in first class are even lower, 
and the peaks are even more pronounced. But you get into the coach 
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field and you see the tremendous peaks and valleys, and most of the 
peaks occur during the summer season. 

But as you hold your pointer down, you find that even the peaks have 
been going down in terms of load factor, and the actual load factor 
figures are found in the tables that follow chart No. 21A. 

You have to some extent a less seasonal picture in first class, be- 
cause you have essentially your business travel in that, and that does 
not vary the way your vacation travel does. 

Of course, the airlines have done an extremely ingenious job in 
trying to straigthen out that picture. I know you are familiar with 
the sort of job that Eastern and National Airlines have done with 
respect to summer holidays in Florida. I am sure that you would find 
that if you checked into it, that the businessmen, the hotel owners, the 
vendors in Miami, and in fact all through Florida, are grateful, 
indeed, to the airlines—Delta, too, would be included in that by reason 
of its Chicago-Miami operation—for the job they have done in help- 
ing to even out, on an annual basis, the seasonal economy picture in 
Florida. 

This load factor picture is further intensified by some of the insta- 
bility that results from weather. 

As an example of how that operates, the winter of 1955-56 has, as 
you know, in the Boston area been almost completely unusual, they 
never have had a winter like that. In addition to the fact that your 
load factor has droped, another index of the airline profitability is 
the completion factor of your schedules, and the completion factors 
dropped anywhere from 3 to 5 percent. 

During the month of January 1956, there were some seven airlines, 
I believe, serving New England points. Those 7 carriers suffered a 
reduction in net operating income of $1,325,000, that is net operat- 
ing income, during the 30-day period January 1956, compared with 
1955. This, despite the fact. that probably on an overall basis there 
ve been an increase of some percentage in revenue passenger-miles 

own. 

The bad weather continued into February, and there this same group 
operating in New England, as a whole had a reduction of close to 
$700,000 in net operating income as compared with February of 1955. 

American Airlines, 1 carrier alone, during a 5-day period in March— 
March 16 to March 20—suffered a loss in revenue passenger-miles by 
reason of inability to operate, of close to 8 million revenue passenger- 
miles, again due to the weather in New York and Boston. This con- 
stituted a loss, in this instance, of gross revenues of $100,000 a day, or 
better than $400,000 for the 4- or 5-day period. 

Now, those are things that just don’t happen in other industries, 
at least to the extent and with the severity and extremity that they 
happen in the air-transport business. 

I would like to submit for the record at this point a breakdown 
by carrier, at least those carriers serving the New England area, o 
the effect bad weather had on schedule completion and net operating 
income of those certificated airlines serving that area, with your per- 
mission. 

The Cuarrman. You have that permission. 

(The document referred to is as follows :) 
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Bffect of bad weather on schedule completion and net operating income of 
scheduled, certificated airlines 
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1956 1955 Decreases 1955-56 
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1 Weighted averages of the groups. 


Mr. Gewrrtz. In addition to that, we have a chart which shows the 
quantity effect of the instability that results from this load factor 
picture. 
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TaBLE 21B.—EZffect of 1 percent change in passenger load factor on operating 
profit, 1946-55 


Passenger load factor Effect of 1 
reent 
ange in 
load factor 
Break even | Difference | on operating 
profit (000) 


Actual 


wQ 
N 


$3, 462 


BFRZERSs8 


_ 
~ 





akRSFSEBRSES 


~ 
NNNONPOSS, er 


& 


taal | Break oven | iter 
#8 





1 Denotes negative figure. 
Source: CAB Annual Airline Statistics and Recurrent Reports. 


Now, admittedly a 1-percent change in load factor can go in either 
direction, it can go up or it can go down, but the impact of it in 
terms of net operating income per annum is tremendous. 

If your load factor goes up 1 percent, necessarily you enjoy an 
increase, and this is based on 1955 figures, of close to $16 million a 
year. If your load factor goes down 1 percent, you suffer a decrease 
in net operating income of also close to $16 million. 

That is a considerable figure. 

I believe the net operating income of the trunks, Dr. Robinson, in 
1955 was about $123 million. Well, $16 million of $123 million, up 
or down, admittedly is a fairly respectable percentage, particularly 
when you move from net operating income into net income, and par- 
ticularly based on some of the figures that we propose to show you 
later. 

Now, that is another example of the basic instability of the indus- 
try, the basic inapplicability, particularly, as compared with the 
stable utilities or the railroads or some of the other transportation 
media that use a rate of return on investment. 

Now, before discussing the question of the industry’s profits and 
the suggestions that have been made that the industry’s rate of return 
has been either, on the one hand, excessive, or certainly, at the least, 
satisfactory, I would like to distribute some charts that we have just 

repared, and some prepared narrative material with it, which goes 
into the question of the industry’s place in the financial world. 

It is a total of about four charts, and explanatory material and 
tables with it; which, just as with the other materials, Mr. Chairman, 
we would like your gracious permission to submit, when we get to it, 
at that point in the record. 

The Cuarrman. You call it airlines profitless prosperity. 

Mr. Gewirtz. That is the beginning of our eyes discussion. 

At the very basis of the question of the industry’s profits has been 
the suggestion that since we have allegedly pin oat excess profits, the 
ee to the consumer has been high. I am not yet at those charts, 

r. Chairman; this is a prefatory statement to try to put the whole 
question of rate of return as related to our alleged excess profits in its 
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proper context. It follows that if you buy the reasoning that our 
profits have been either excessive on the one hand, or satisfactory on 
the other, you are suggesting that this should be passed on to the 
consumer by lowered profits and, presumably, a lower fare level. 

Well, let’s look at the facts. 

Everyone has been talking about the traditional measure of rate of 
return on investment. There has been very little talk about what 
that really means, and very little talk about what it really means 
to the air transport industry. 

The CuarrMan. Have we had charts on return on investment? 

Mr. Gewrrtz. Not yet, sir. 

The CuarrmMan. We have not had those? 

Mr. Gewirtz. No, sir; we have not. We do have one chart of com- 
parative rate of return with other regulated industries that I would 
like very much to discuss with you a little later on. 


TasLe 23B.—Rate of return* on investment, scheduled airlines compared to 
regulated industries, 1946-54 


Rate of return on investment (percent) 





1946 1947 1948 1949 1950 1951 1952 


1953 1954 
Electric companies.........- 6. 25 6.07 5. 83 6.04 5. 98 5. 60 5.92 5. 98 6. 06 
Class I line-haul railways...| 2. 53 3.18 3. 95 2. 89 4.15 3.73 4.17 4.40 3. 63 
Gas pipelines_...........-.- 7.22 7.43 6. 83 6. 32 6.77 6. 31 5.90 5. 89 6.12 
Telephone companies. ---.--- 5. 87 4.34 4.91 4.94 6.13 5. 76 5.72 5. 87 6.09 
Motor carriers of passengers.| 30.72 | 17.26] 13.81 8. 84 9.01 13.37 | 11.82 9. 85 (2) 
Motor carriers of property..| 12.63 | 16.94] 25.08 | 17.84} 20.49] 11.56] 11.70 9. 84 (2) 
Scheduled air carriers......- (3.27)| (6.06)} 1.48 5.31 8.76 | 10.99 | 10.86 9. 68 9.99 


1 Ratio of net profit before interest but after taxes to total investment, averaged at the beginning and 
end of the year. 
3 Not available. 


Sources: ICC statistics of railways in the United States; ICC statistics of class I motor carriers; CAB 
carrier reports, form 41; FPC statistics of natural gas companies; FPC statistics of electric companies; 
FCC statistics of the communications industry in the United States. 


The CHarrman. Why did you not give us a chart on return on. 
investment ? 

Mr. Gewirtz. We have one. There is one in the original kit, I 
believe it is chart No. 23B—— 

The CuHarrman. You have not come to that yet? 

Mr. Gewirtz. No. 

The Cuarrman. I am sorry. 

Mr. Gewrrrz. When you talk about rate of return on investment, 
you can mean a good many things. Those in the business of regulating 
and, to some extent, those of us who are in the business of being regu- 
lated, talk of rate of return, operating ratio, costs of capital, and any 
number of measures of profits, which become yardsticks of profits 
or rationale of profits control. 

Investment people, however, who have to provide the hard cash 
to make possible our doing business, are interested in appropriate 
regulatory philosophies, but also they are at least equally concerned 
with the total financial health of an industry. 

In reaching their collective opinion as to air transport’s financial 
attractiveness, these investment people at one time or another have 
- aaa the deficiencies of our industry along the following 

ines: 
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We are expanding, but our earnings are not commensurate with 
our growth. Our leverages are erratic. Note the load factor chart, 
the impact of just a little bit of bad weather in one part of the coun- 
try, in the instance of some of the bigger trunklines, the principal 
carriers; the impact of that whether on their total system operating 
revenues. 

They also maintain that regulatory controls, without a proper 
aan for the industry’s slocuites characteristics, have been a past 
handicap to the accumulation of reserves and, along with other prob- 
lems, constitute handicaps for the future. 

This is a good point at which to direct some attention to the prob- 
lem of measure of profits. 

What is it that anybody is really trying to measure when they 
measure profits? Financial soundness or financial health are terms 
that cover an awful lot of territory; but when you are looking at the 
profitmaking side of a business, as distinguished from the balance 
sheet, one of the main things that we ought to be concerned with is 
the margin of safety. 

Do we have enough to pay for expenses and fixed charges, and 
then have some additional funds to take care of some of the unusual 
expenditures of the industry? Do we have a comfortable margin 
of safety? Do we have enough reserve left over to provide for 
unusual contingencies ? 

Are we going to have enough left over to make our securities attrac- 
tive to the investor, or are we going to have to mark time because we 
cannot raise the new capital when we need it ? 

Those are just some of the questions that you ask when you are 
trying to appraise the soundness of a business from an income-pro- 
ducing standpoint. 

So, what measures can be used to do that ? 

The first thing that financial people—and these are the people who 
lend us money, whether they be individual equity financiers, invest- 
ment trusts, insurance companies, or other fiduciaries—the first thing 
these financial people look at, and the reason is pretty obvious when 
you think about it for a minute, are gross revenues and expenses. 

What proportion of our revenues are left over when we get finished 
paying our operating expenses and fixed charges and income taxes? 
Is that margin left over sufficient to provide a cushion against the 
norma! fluctuation in revenues or expenses, or would it be wiped out 
by a drop of sales or an increase in expenses of a size which can be 
expected in such businesses? 

n other words, what are the margins of safety ? 

So it seems reasonable to turn to gross revenues and expenses as one 
of the principal measures of profit. 

If you have made a study of the business whose profits you are meas- 
uring, you can tell what kind of profit margin, percentage of gross, 
safety margin, if you will, is needed to provide an adequate margin 
of safety for that kind of business. 

It may be 10, it may be 20, it may be 40 percent. In the business 
field it is one percentage: in the rail field it is another percentage; in 
air transportation, conceivably it could be a third and entirely dif- 
ferent percentage. 
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But the important thing is, you are measuring your profits by 
standards which are directly related to profits, and the margin of 
safety which they represent. 

Regulatory phrases which have existed for years to describe the 
various profit loss, investment earnings, profit margin conditions, are 
just not strictly applicable to our air transport industry, and the 
biggest objection to using investment above all others as a measure 
of airline profits is it is just plain misleading to too many people. 

Rate of return on investment, as you lawyers appreciate natiabty 
better than we do, is a good, solid, legal sanction as a test where the 

uestion is whether rates are confiscatory or compensatory. That is 
the history of the development and the birth of rate of return in a 
constitutional sense. 

It is the result of long years of legal history and tradition which, if 
studiously analyzed, have little relationship in fact and, indeed, to air 
transportation. 

Rate of return on investment may be traditionally applied to some 
public utilities, but not to others. The method of measuring profits 
must depend on the nature of the business. 

It is just as logical, if not more logical, to measure the validity of 
our profits by their relation to gross revenues. The gage you use 
depends on the age of the industry; it depends upon the investment, 
the quantity of investment in the industry; it depends on your 
stability; it depends on how fast you turn over your capital. 

And, in our business, it depends to a very great extent on the seats 
you fail to sell, because if you fail to sell them once, you never sell 
them again. 

The Cuarrman. Mr. Gewirtz, you are painting an awfully black 
picture of the airline industry. I would be afraid to invest a penny 
in it, but apparently we have statements to the contrary. 

In the order for investigation issued by the CAB dated May 10, 
1956, we have the following: 

The data summarized in the appendices indicate in every year since 1950 the 
domestic trunkline industry has earned a return in excess of 10 percent, returns 
ranging from a high of 14.6 in 1951 to a low of 10.4 percent in 1954. 

And then, I think in 1953, when there was a dismissal of the general 
passenger fare investigation, on page 5 of that order we have the 
following: 

The Board has considered the latest available earnings reported by the 
domestic trunklines as well as those reported for recent years, and it believes 
that, looking at these years alone, such earnings must be considered excessive 
when measured by any reasonable standard applicable to a regulated industry. 

I wonder how you can reconcile what you are saying with these 
conclusions of the Board. 

Mr. Gewrrtz. Very easily. They are not reconcilable for the simple 
reason that I have been addressing myself to the inapplicability of the 
measure of earnings that the Board constantly refers to. 

I would urge you, Mr. Chairman, to bear with me a little longer, 
until I get into how healthy the industry is. 

You may be perfectly right. It may be a perfectly miserable idea 
to invest in air transport. On the basis of dividends that have been 
paid to stockholders and on the basis of lack of affection that invest- 
ment trusts have for airline stocks, your point, sir, is indeed well taken. 
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But the Board’s measure of earnings has never varied, with the 
exception of that feeder cases which I believe I cited, the local service 
cases in 1950, from measuring on the basis of rate of return. 

We would also propose to ep you that we are a little bit confused 
by some of the measures in the rate of return field that the Board 
applied. They submitted two different measures of rate of return, 
I understand, in response to the request of counsel for particular types 
of measures based upon particular investments. 

We pick up another piece of paper from the Board’s files, prepared 
by another section, and find variances in the percentage rate of return 
or the percentage by which they measure our earnings, by as much as 
3 to 5 percent. 

I would get into that now, and show you that within the Board’s 
staff itself—possibly Mr. Hord has some predispositions, but when 
he issues a quarterly report from his office, of carrier accounts and 
statistics, he is issuing that report based upon one type of investment 
base, and one type of profits, that are considered by him to be the 
total operating aoe as distinguished from other data. 

Then you pick up another piece of paper that was issued by the 
Board back in 1952, and I propose to go into these in some detail, and 
you find yet another measure of profits. 

We are contending that all of these, regardless of whether they 
show us in a favorable light or not, may not be applicable to our kind 
of industry by reason of the various differences of opinion that have 
been set out on the charts, and by reason of the fact that you are tak- 
ing an old legal concept that may still be good for certain types of 
industries, and applying that to an industry which is quite different 
indeed ; and applying it, in fact, despite the previous efforts of the In- 
terstate Commerce Commission in the instance of the motor carriers, 
to apply an operating ratio, which we are not necessarily embracing 
at this time. 

The Cuatrman. Maybe this passenger fare investigation will knit 
together all these divergencies. I want to ask you, do you also take 
exception to the standard or yardstick laid down by the Comptroller 
General when he said, recently in his report : 

In the calendar year 1951, just before the requested increase, the domestic 
trunklines had earned net profits amounting to an average return of 14.9 per- 
cent on their investment, the rate of return for 1950 had been 12.14 percent, and 
the overall rate of return for the period from 1939 to 1951, including the lowest 
years of 1946 and 1947 and 1948, was 7.2 percent. The Board allowed the in- 
crease, despite the most recent history of high earnings, and despite the fact that 
most of the carriers had current earnings far in excess of the rate of return 
allowed in domestic mail rate cases. 

Mr. Gewrrtz. Mr. Chairman, the Comptroller General’s report is 
really a fine piece of work. Unfortunately, in its discussion of rate of 
return and in its discussion of the necessity for a general passenger 
fare investigation, I feel that all the Comptroller General’s people have 
done is to borrow from the Board. 

The data that you have just read, I submit, is merely data that was 
provided by the Board, not only to this committee but also to the 
Comptroller General. 

It constitutes almost precisely the same data that. is contained in the 
Board’s appendix No. 7. 

The Cuatrman. You mean to tell me the Comptroller just accepts 
on faith the data given to them by the Board? 
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Mr. Gewirtz. I don’t know, but I would be interested to know 
whether the Comptroller General’s recommendations on a passenger 
fare investigation are not, in fact based upon CAB data, particularly 
when you measure the number of pages devoted by the om troller 
General’s report to that as distinguished from the very comprehensive 
job he did in the field of audit. e feel we don’t know, but certainly 
the Comptroller General can be asked if most of the data, if not all of 
the data that he used, came from the Board’s files; that most of the 
quotations that are contained in the pages are contained in the gen- 
eral passenger fare investigation of 1953 of the Board, and no inde- 
pendent analysis may have been made by the Comptroller General 
with respect to that problem. 

The Cuatrman. Does not CAB get its conclusions from the data 
you send them? The various airlines send them figures, and on those 
figures they base their conclusions. Are you giving them proper data, 
or what 

Mr. Gewirtz. We are giving them proper data, but it is interesting 
that they can arrive at four different rates of return based upon the 
same material. 

I am quite sure we are giving them only one piece of paper, the CAB 
form 41. You know what you can do with figures, Mr. Chairman. 

The Cuarmman. I know. 

Mr. McCuttocu. Do they spell out the formula by which they 
come up with four answers with the same set of figures ? 

Mr. Gewirrz. Yes. I propose to explore that in some detail this 
morning, Mr. McCulloch, and to show, even though we don’t agree 
with any of them, within the organization itself they don’t agree as 
to what is a proper rate base in one regard, and what should be in- 
cluded in profits properly in another regard. 

Now, maybe there is room for difference of opinion, but lets’s lay 
it squarely on the table. 

Mr. McCuttocu. Do I understand you are prepared to help this 
committee understand how these four separate conclusions were 
reached from the same set of figures? 

Mr. Gewirtrz. Mr. McCulloch, our intention is to do our best to 
help the committee and try to persuade them to our point of view. 

Mr. Keatine. You mentioned in the last statement you made, some- 
thing about one of the factors being the time when you run planes with 
few people in them. How many people have to be in a plane to make 
it a paying run? . 

Mr. Gewirtz. It varies on the plane, it varies dependent on the type 
of aircraft. 

For instance, our figures on table No. 21B for 1955—and I presume 
that this is the break-even average—based upon all the equipment in 
the domestic trunkline fleet for 1955, a break-even load factor is 56— 
plus. If you had a hundred-passenger plane, you would have to have 
57 people in it to show a profit. 

Now, that varies with the Convair, the 6 and the 7 and the Connie 
and the Stratocruiser. 

a Keatina. The figure I heard was that it must be 55 percent 
filled. 

Mr. Gewtrtz. This is also the coach-first class combination. 

Mr. Keatrna. I see. 
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Mr. Gewirtz. It also is dependent upon the length of the haul. 

Mr. Keating. What does it cost per mile to run a two-engine trans- 
port plane? 

Mr. Gewrrtz. Well, there you would have the differences between 
a DC-3, a Convair, and a Martin. Dr. Robinson advises the passen- 
ger-mile figure is about 5.2 cents. 

Mr. Keating. What about a four-engine plane? 

Mr. Gewirtz. A DC-6 and a DC-7 would differ, as would a Strato- 
cruiser, but there is an average. 

Maybe we can supply that for the record. 

(The Air Transport Association submitted the following :) 


A table showing operating costs by aircraft-mile flown and aircraft-hour flown 
of transport aircraft types in service—Domestic trunklines, 1955 (appendix V) : 


Operating costs of transport aircraft types in domestic trunk service, 1955 


| 
Cost per air- | Cost per air- Cost per air- | Cost per air- 
Aircraft type craft-mile eraft-hour Aircraft type craft-mile craft-hour 
fil flown flown flown 


a ee aioe 


Cents 

Douglas DC-3_...---- 48. 06 $70. 37 || Boeing B-377 $386. 09 
Douglas DC-4 : 188.35 || Douglas DC-7_...--.- 
Douglas DC-6 , 211. 74 || Lockheed L-749 
Douglas DC-6B._-.-- E 248.93 || Lockheed L-1049 
Convair C V-240__.._- ‘ 138.13 || Loekheed L-1049G- __ 
Convair CV-340__-_-- : 157.01 || Vickers V-700D 

M 158. 97 | 

i 


Source: Airlline finance and accounting conference. 


Mr. Keatina. Well, this is just curiousity. I have been interested 
in it. 

It would be more than for a two-engine plane? 

Mr. Gewirtz. Yes. 

Mr. Keattne. When you have a schedule can you cancel a flight any 
time you want? 

Mr. Gewirtz. I suspect you can’t, in terms of providing adequate 
service. You may cancel a flight at the discretion of the Siete 

Mr. Keating. I have come to an airport, and did it last week, and 
got all ready to get on a plane to find that the flight was canceled. 
Nobody told me anything about it. 

Can you do that any time you want to, just because you have not 
got enough passengers ? 

Mr. Gewirtz. No, sir. 
dont Keating. Do you have to show any reason for canceling a 

ight 

Mr. Gewirtz. You certainly have to state what the reason for the 
canceling of the flight is. 

Mr. Keattne. Is there any inspection of that? Suppose they have 
only got 3 or 4 passengers, and they decide it is not going to pay to 
run a flight, can they find a screw loose in the plane and report that 
the machine is not in shape? 

Mr. Gewirtz. I am sure they can, but they certainly would not and 
are not supposed to. 

Mr. Katine. Is there any inspection ? 
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Mr. Gewirrz. Certainly the element of inspection would be the 
complaint that was filed by the passenger, which would lead to an 
investigation by the Board. ; 

Mr. Kearine. Well, the ordinary passenger is not going to file a 
complaint. I did not file any complaint. I assume they did the best 
they could to get me on a flight later. I lost my engagement, because 
I was not able to meet it, but I did not file any complaint. 

Does the CAA have any inspection system 

Mr. Gewirtz. The CAA would not have authority unless it involved 
something having to do with the safety aspect of the thing. It may 
well have been in the instance you are discussing, Mr. Keating, that 
there was a shortage of equipment or an unavailability of equipment, 
and you should have been told about it. ; 

Sometimes, regretfully, there is a lack of liaison between operations 
and traffic. 

Mr. Keatina. Well, I can understand how there could be a shortage 
of equipment as a reason for cancellation, but can that be used as a 
coverup to not run a plane when it is not going to pay to run it? 

Mr. Gewrrtz. It can be, but we are pretty sure it is not. 

I would like very much—I know you probably have some hesitance 
in revealing the name of the carrier, and we would not urge you to do 
it, but possibly if we could talk about this and run it down, it may be 
that the particular instance here was just bad communications. 

Mr. Keatine. Well, I assume it was. It is not the first time it has 
happened to me. I travel quite a lot by air. It has happened to me 
several times. 

When you make an engagement to be at a certain place at a certain 
time, it is very difficult to get to the airport and find they have can- 
celed the flight. 

But what I was interested in was whether there was any basis for 
checking that sort of thing. Whether the CAA has any inspectors 
around checking on things like that, in order to keep everybody on their 
toes. 

Mr. Grwirrz. There is no basis for such inspection at the present 
time, except to the extent that it happens to be casually done. I know of 
no regulation that covers the situation of that type, except that the in- 
convenience suffered by certificated air transportation travelers makes 
us realize how important it is. You have touched on something there 
which is one of the toughest jobs the certificated industry has, and 
that is the job of providing reliable, adequate service. Moving into 
these somewhat isolated areas, and instances in which inconveniences 
have been suffered, we would be sure in almost every instance were 
for perfectly justifiable reasons. 

The difficulty is, and we apologize on their behalf, that it is the 
failure of communications somewhere along the line, because a know]l- 
edgeable passenger may be a dissatisfied passenger, but at least he 
knows what he is being dissatisfied about, and does give rise to some 
of the perfectly justifiable questions that you have asked, Mr. Keating. 

The Cuarrman. Mr. Gewirtz, I do not like to belabor this phase 
of the inquiry, but I would like to get some information on this, be- 
cause I have had some experience with it 

You go on a plane, and you find that the line is oversold. They 
have sold more reservations than they have seats. Somebody gets on 
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the plane and wants to take somebody off; and meanwhile, everybody 
has to wait until that can be straightened out, if it can be straightened 


out. 
Has the Board any authority, the CAB, to prevent the practice of 
airlines overlooking ‘ 

Mr. Gewirtz. Mr. Tipton had a recent experience with that. 

Mr. Treron. The probleen of overselling is a tough one, and it is par- 
ticularly tough during peak periods and during peak periods of the 

ear. 

i There is obviously no excuse that we can make for it that is ade- 
quate. What it amounts to is a slip, a breakdown, in the reservations 
system, which results in showing seats available when they are not, 
and which in turn results in selling those seats ; and then, when the trip 
is pieponee to take off, you have that mistake showing up. 

think the airlines do a magnificent job of passenger service. We 
fall on our faces every so often, and oversales is one of the respects 
in which we fall on our faces. 

We have the reverse situation in which the first one—— 

Mr. Keattna. I want to ask about one—— 

Mr. Treron. Excuse me a minute, Mr. Keating. 

(Continuing)—The first one is where we have an oversale. That 
is the experience you have had, and it has inconvenienced you and it 
has inconvenienced many others. 

Weare doing our best to try to lick that. A number of the airlines, 
to my knowledge, have studies in effect involving the use of these 
magnificent, marvelous, automatic accounting and bookkeeping and 
information machines, by which they can eliminate as much as pos- 
sible of the human error in reservations. 

As I started to say, it works two ways. We have some instances 
that result in oversales. On the other hand, we have instances of the 
same thing resulting in the showing of sales when the sales have not 
been made. So that in those cases, you 

Mr. Kerattne. Let me ask about that. I am conscious of the fact, 
whether it is right or wrong, that Members of Congress do get rather 
preferred treatment from a good many of these airlines, so far as 
making reservations is concerned. We do not get free passes, like a 
lot of our constituents think we don’t have to pay taxes, and that sort 
of thing. But the airlines all make an effort, I think, probably to 
accommodate us a little better than they do other passengers. 

But constantly—if you are making engagements, it is terribly an- 
noying—when you call up several days ahead and they will say, “that 
flight is completely booked, but we will put you on the waiting list.” 

Well, if you have got an engagement to meet, it is no good to be on 
the waiting list. You have got to go by train or make some other 
arrangement, 

About 2 or 3 months ago, I was told that constantly. It was the 
only way I could get to this place. I called up every day for several 
days and they would say, “Well, there is nothing opened up yet. It 
is very hopeful, however. Really, we think you can just about plan 
on it, because we are almost sure things will open up.” And the next 
day the same. 

F inally, the day ahead, I think it did open up, and I was given a 


reservation. I got on the plane. There were about six people in 
that great big plane. 
77632—57—pt. 1, vol. 3——42 
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Now, how does a thing like that happen? After all, you have to 
sell going by air to people, and that would discourage it. If there 
had been some other way to go and there had not been a time element 
involved, you would have selected some other way to go. 

How does a thing like that happen, where they have got a great 
big plane, and it ends up with just a few passengers on it ? 

Mr. Tieton. You are touching on one of the toughest problems in 
the handling of traffic on the airlines, and that is the problem of what 
is known as the no-show problem. 

Mr. Keatine. The what? 

Mr. Tieton. The no-show problem. We have countless instances 
throughout the industry, everywhere, of passengers making reserva- 
tions, the ship is booked up; when the time comes for the ship to leave, 
the pamengnes that made the reservations do not show up. 

Mr. Keatrne. Don’t they call up? I always call up if I am forced 
to cancel a flight, and say that I am sorry, I cannot go on that flight. 
Don’t people do that ? 

Mr. Tipron. Well, there is not—I would say a rather minor per- 
centage of people have your sense of responsibility. We wish that 
everyone did. But that is the case, and we are now engaged in—and 
this has to be done on an industrywide basis in terms of standardiz- 
ing procedures—we are now working on a progress of establishing a 
fairly substantial penalty on people who make their reservations and 
do not show up. 

Mr. McCuutocn. Mr. Tipton, does this not happen in many in- 
stances: Does not industry reserve or book seats on a plane in advance, 
with no firm use for them at the time were booked, and then wait 
until the last moment to cancel them? With the resultthe person who 
really has a commitment to make is met by the answer that my col- 
league has described. 

Is that not done by industries, selfishly in many instances ? 

Mr. Treron. I am not familiar with the blocking of seats by indus- 
try, but we feel a big part of this no-show. problem is the person or 
individual who makes multiple reservations. He makes reservations 
on six different flights if he is going out someplace. 

Mr. McCuttocn. He is forced to do that, Mr. Tipton. People who 
must get to a certain place are forced into that position by the very 
thing our colleague, Mr. Keating, has talked about. 

Mr. Tieton. I think if we could establish a penalty system or some 
other sort of system which would impose on people the same sense of 
responsibility that Mr. Keating exercises, then we would tend to 
eliminate the multiple-reservations problem, because people would not 
do that. 

But many people who are uncertain as to when they will be able 
to go someplace will make six reservations, all on a line, and then 
not cancel any of them. 

Mr. KeatinG. So they make them under different names, or some- 
thing? 

Mr. Trpron. No. Sometimes under different names; sometimes the 
individual’s name and it is on different carriers. 

Mr. Kerarine. I see. Because I have asked for the ee of do- 
ing that under my own name, and have been told that you cannot 
make but one reservation at a time. 
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Mr. Treron. They make them on different, competing airlines, so 
that there is no cross-check between them. 

Now, the no-show problem you put your finger on is one that incon- 
veniences a tremendous number of our passengers a number of times 
a year, and not only inconveniences, but such conditions as you have 
described, and you will wind up by operating the airline at a 50 percent 
load factor, and there is nothing you can say about it. 

I want to say since I have been president of the Air Transport Asso- 
ciation, I have devoted more time to that one problem than any other 
problem the airlines have as an industry. 

Mr. Kearine. You mean up to the time these hearings started, 
[ Laughter. | 

Mr. Trpron. Well, right at the moment, I am spending a high per- 
centage of my time here; but the word on that, I am confident, is 
going on even while I am discussing it with this committee. 

It 1s a problem we are happy to discuss with this committee, because 
it is one of the tough ones that the industry has. I think we can lick 
it. I fully intend to turn myself inside out to lick it, because many 
— have the same reaction that you gentlemen have expressed 

ere. 

Another one on the question of cancellation of flights. There again, 
you have touched on one of the really difficult things the airlines have 
had to achieve or try to achieve all during the time,, at least, that. I 
have been associated with the airlines, almost 20 years, and consider- 
ably before that, and that is to establish a reliability on the basis of 
which people could depend. 

That is one of the things that has caused the industry to devote so 
much attention to air navigation facilities, to air traffic control, to 
more dependable equipment, to equipment that can operate in bad 
weather conditions. 

Because unreliability involves us in no end of problems. It results, 
if the New York area is shut down, it crosses up your operations all 
the way across the country and all the way south as far as Miami. 
You get your equipment all dislocated if you cannot get it in there, 
so that you may have a perfectly bright day in Washington or, at a 
later time, in New York, and have to cancel a flight simply because 
the airplane is stuck in Dallas. 

Those things, I think we have made tremendous strides in conquering 
that problem. Witness the fact that some 30 million people traveled 
last year on the airlines, and I am finding more and more people who 
impose complete reliance upon their ability to get through. 

I think the time will come when the airlines can easily compare with 
the railroads, as far as reliability of schedule completions is con- 
cerned, and that time won’t be long. 

But in seeking to achieve that, of course, we are working against 
ourselves a little bit, because as our improved reliability causes the 
industry to become more useful and get more passengers, we buy more 
airplanes, we fly more airplanes, we create more congestion, which in 
turn works us backward, so that the reliability factor tends to be 
reduced. 

Consequently, we have to keep constantly at least three jumps ahead 
of ourselves. 
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We have now to work on air traffic control in 1960-65 in order to 
take care of the influx of jets at that time, in order to avoid having 
an instance where our reliability factor in that period, with the finest 
equipment money can buy, is going backwards. 

I think the public will accept the jet and welcome it, but if it turns 
out, with all of its speed and safety, to be unrealiable because of 
factors external to the airplane, the passengers won’t ride on it. 

The Carman. We have not deserted you, Mr. Gewirtz. I want 
to assure you we will listen to you. 

Mr. Tipton. I appreciated the opportunity to explain that. I 
probably took too much time, but I thought it was important. 

The Cuarrman. Mr. Gewirtz? 

Mr. Gewirrz. I would always bow to our president, Mr. Chairman, 
at any time. 

The public utilities about which we have been talking, and to whom 
the rate of return has been applied, are of the type that people 
thought about originally when the rate of return on investment doc- 
trine grew up, and they have two characteristics about them that 
are very much different from those of our own industry. 

First, they require a large amount of capital in relation to their 
gross business; and second, their revenues and expenses are pretty 
stable. Hence, when a public service commission fixes a rate of re- 
turn for them at from 6 to 8 percent, as an allowable rate, they are 
permitting them to earn profits which represent a very comfortable 
margin of safety. 

Since their investment is from 3 to 4 times as great as their annual 
gross revenues, a return of 6 percent on investment is the equivalent 
of 18 to 24 percent of gross revenues. 

Or, to put it a different way, if you allow an industry to earn 
6 cents on every dollar of invested capital, and if, in turn, each dollar 
of such invested capital generates 40 cents in gross income, that in- 
dustry retains as profit 15 percent of its gross. 

If, on the other hand, you allow an industry to earn 6 cents on each 
dollar of invested capital, but that industry generates $1.70 of gross 
with that same dollar of investment, you have allowed that industry 
to retain less than 4 percent of each gross revenue dollar. 

That is the difference between us and the older industries like the 
railroads, and the utilities; and that is the reason that the chart you 
saw (No, 20) showing the utilities hovering a little up or a little down 
below the 15 penchnd Uek; suggests their profitability as distinguished 
from our own. 

But let’s look now at some of the rate of return figures, Mr. Mc- 
Culloch, that you and I talked a little bit about in terms of the 
Board’s submissions to the committee. 

The Board submitted two appendixes to the committee, No. 7 and 
No.8. They were so numbered as attachments to the statement of the 
chairman. 

No. 7 is described as the rate of return on so-called average total 
investment. We do not agree that this is a sensible measure of profits 
or methodology for at least two basic reasons. 

First, included in the investment base is nonoperating property 
and equipment. Second, included in the profit figure are all the 
funds that the industry gained from the sale of equipment. 
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On the one hand, nonoperating property, not related to air-trans- 
port operation, under the traditional standard is not considered, 
should not be considered as used and useful, if you are using a tradi- 
tional measure of profits. 

The Cuarmman. You mean when you sell a plane, you should not 
consider that as profit if you make money out of it? If you sell it 
above cost ¢ 

Mr. Gewirtz. At this stage, Mr. Chairman, I am talking about the 
investment base as distinguished from what you include in profits. 
In the investment base, we don’t consider that if you own a hotel 
which is used and useful, if it is somewhere 600 miles away from the 
airline, as related to air transport operation. 

To pick up your—— 

Mr, Matetz. What appendix are you talking about? 

Mr. Gewrrrz. Appendix No. 7. 

On the other hand, to pick up your question, Mr. Chairman, to in- 
clude as part of a profit base, capital gains—and this is a profit base 
for purposes of rate of return, the rate of return that is considered 
to be recurrently helpful and healthful—to consider capital gains from 
equipment as part of that profit base is to include a conjectural and 
certainly, at the least, a nonrecurring item. It just does not happen 
every year. 

Mr. Keatrne. You mean you sell planes at a profit? 

Mr. Gewirtz. Sometimes we do; yes, sir. 

Mr. Keatine. How do you do that? You mean you sell a used 
plane—you charge half of it off when you buy it, and then sell it? 

Mr. Gewirtz. No. It is depreciated, and then, in terms of its then 
market value, it is probable. 

Mr. Knatine. You sell planes to other countries? 

Mr. Gewirrz. Yes, sir, or to the local service airlines in the days 
when they were moving into the operation of the DC-3’s. 

Mr. McCutiocn. By the way, Mr. Chairman, I was reading last 
night a very interesting story in Fortune magazine—I was trying to 
catch up on my back reading—of February of this year, which goes 
into this question rather thoroughly. 

Mr. Gewirrz. But certainly to include this profit in the profit figure, 
an item that occurs only periodically, all you have to i is look at 
appendix 7 to get some idea of the distortions that are involved there 
with respect to particular carriers. 

You have a situation—and I think that Mr. Hardy, who is going to 
testify for National Airlines, will point out to you—that in 1951, 1952, 
and 1953, a substantial portion of the profits enjoyed by National Air- 
lines, which reflected themselves in a rate of return of, respectively. 
37, 25, and 26 percent, is money that they got from the sale of equip- 
ment. Because otherwise, certainly National did not move down so 
rapidly in its return figure from 1953 to 1954 as is indicated it did. 
from a 26.9 return on average total investment, to 7.9. 

And you have comparable figures going throughout there. 

If you analyze these return figures, you will see, without question, 
the inequity of including capital gains. 

But now turn to another measure of profits which was submitted 
to the committee by the Board in appendix No. 8. 

This is described as rate of return -n average equity investment. 
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What this is is a return based upon an investment consisting solely 
of equities, and you are confronted with what I would describe as 
the ludicrous situation of suggesting that a carrier with heavy debt 
and little equity should be pinched off in dollars and cents. 

Let’s look at it this way, hypothetically: Assume 2 carriers with 
an investment of $10 million. One carrier has it half in equity and 
half in debt. The other carrier has all of its $10 million in equity 
financing. 

At an allowable 7 percent return, you would say the one carrier 
with all equity is entitled to get $700,000 at 7 percent. But the other 
carrier, with half debt and half equity, all of which is part of an in- 
telligent investment base, assuming that you buy this one, that carrier 
with half debt and half equity gets $350,000; and anything in excess 
of that, based upon this measure of profits, is inequitable and makes 
that carrier look bad in terms of alleged excess earnings. 

This seems to us, this appendix No. 8 submitted by the Board, an 
arithmetic exercise devoid of any practical application. 

However, we are further confused by the fact that the Board’s Office 
of Carrier Accounts and Statistics quarterly issues a report of air car- 
rier operating factors. This comes out once a quarter, and is issued 
officially by the Board. 

This is yet another measure of profits, surprisingly enough, within 
the same regulatory agency. 

This is a measure which is based on net operating profit as a per- 
centage of transport investment, and here the Board’s staff does not 
include any capital gain under operating profit. 

In addition, the investment base is defined to mean, as distinguished 
from the investment base contained in appendix 7 submitted to the 
committee by the Board, the average of five quarterly balances of net 
worth, long-term debts, and notes payable; but it excludes, as appendix 
7 includes, nonoperating property. 

If you compare the rates of return based upon these quarterly 
reports with those set out in the Board’s appendix No. 7, you will find 
that in every instance the quarterly report of rate of return is respect- 
ably lowered. 

In fact, for the trunkline carriers, appendix No. 7 submitted to this 
committee shows a rate of return trend of 12.6 in 1955, and 10.6 in 
1954, That is what the Board submitted to this committee. 

This — report for those same 2 years shows, against the ap- 
endix 7 figure of 12.6 in 1955, a figure of 10.6. And against the 
oard’s appendix No. 7 figure of 10.6 in 1954, here it shows 6.3. 

Those are very respectable differences. It may be that both of these 
measures of profits adopted by the Board are right. It may be that 
both of them are wrong. But if you are confused, think how we feel, 
and we have to live in the middle of that confusion and, to some extent, 
have one piece of paper, one measure of profits, picked out, and have 
that constitute the basis on which the Board feels that our earnings 
have been satisfactory and possibly even excessive. 

And I would ask of you that you urge the Comptroller General to 
tell you which of these measures of profits he used, which of these 
materials he used when he made his determination in his report that 
this industry required a general passenger-fare investigation. 
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Mr. Quieter. In this whole hearing, has any witness given more 
persuasive testimony for the need of a general fare investigation than 
you have just given ¢ 

Mr. Gewirtz. Mr. Quigley, you know our position as Mr. Tipton 
stated it on the general fare investigation; now that there is a general 
fare investigation, there is no need, really, to explore how we feel 
about it. 

Mr. Quictey. Even if the decision had not been made, I think your 
testimony is just overwhelming. 

Mr. Gewirtz. We would urge that the Board use this general pas- 
senger-fare investigation to do what we might have urged the Board 
to do anyway and that is to determine what a proper measure of 
profits is for the industry. And on that basis, sir, it is entirely con- 
ceivable that what we have been discussing this morning is persuasive 
in terms of the necessity for some kind of investigation with respect 
to the economics or the financial condition of the industry. 

Mr. Keattnc. Do railroads and electric companies, and so on, have 
a fixed measure, fixed by the regulatory bodies, or are they in the same 
position you are in ? 

Mr. Gewirtz. Essentially, there’s a more stable measure. I would 
not pretend to be a rate lawyer. But it is a stable measure that is 
different, again, from ours. You are familiar with the case of 
Smythe v. Ames, which established the whole basis for return on the 
basis of, I believe, the value of the assets used and useful in the busi- 
ness, and the history since then of “Do you use market value or repro- 
duction value or original value less depreciation ?” 

Now, there are some differences, I would expect, on that, but essen- 
tially the stability of measure in the railroad field is at least the stabil- 
ity that is tied up to using the left side of the balance sheet, with some 
modifications, fairly stable modifications, based essentially on deter- 
mining your investment base on assets that are used and useful in 
producing the income. 

Now, in that area, the stability is much greater and the industry 
knows what is happening. They may quarrel with it, but at least 
they know the target that they are shooting at. 

e are not even sure of that, Mr. Keating. 

Mr. Keatrne. Do you have a method of figuring which you think 
should be used, a fixed method ? 

Mr. Gewrrtz. No, sir; we do not. We know in some respects there 
has been respectable opinion in the industry about the operating ratio 
and/or a modification of that. In some instances you have had 
advanced what would be called a rate of return theory plus the cost 
of capital. That is based on determining an intelligent investment 
base and then, in addition to that, giving the carrier what it costs the 
carrier to go out and do its financing, equity or debtwise, to buy the 
equipment and keep the business going. 

We have been working on that. In some respects the speed with 
which the industry has grown, the speed with which we have gone 
from one equipment type into another equipment type, has made it 
difficult to really tie this thing down. 

Everything has been going up in many respects, except what we 
are making and the cost of an airline seat. And it has been difficult 
to pin this thing down as we very likely should and, Mr. Quigley, may 
in the course of this investigation. 
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The CHarmrman. May I read from an article in Fortune called 
Airlines’ Flight From lity, the issue of February 1956, page 92: 

New planes have been depreciated completely in 7 years or less, though they 
remain competitive much longer than that and, given good maintenance, seem- 
ingly can last forever. In fact, every United States air transport now in use, 
from the DC-3 on up, will fetch more today than when it was new. Hence, the 
book value of aircraft is wildly understated on airline balance sheets. 

United’s fleet, for example, originally cost $162 million, had a $90 million book 
value last September, and is worth an estimated $225 million. 

Mr. Grewirtz. If we use that measure for our investment base, we 
would really be rolling in dough. 

The Cuarrman. You woeld, yes. 

Mr. Gewirtz. I would also point out, Mr. Chairman—— 

The Cuatrman. It probably would give you greater return on your 
investment. 

Mr. Gewirtz. On that, we probably would not quarrel if that were 
the circumstance, but it is not, and it shouldn’t be; and it should be 
pointed out, with respect to our industry, that if the industry today 
were operating DC-4 and DC-—6 equipment only, and if it had not 
moved into 7’s and Super-Connies and other comparable aircraft, and 
were not thinking of moving into the jets, and just kept these planes 
which, in fact, under proper maintenance are serviceable for an indefi- 
nite period of time, we would be making a tremendous amount of 
money. 

Bub out responsibility is to keep abreast of the times. We talked a 
little bit last week about the Russians undressing their new civil jet 
transport in London some weeks ago. Our responsibility as an indus- 
try has been to keep on order and make commitments for the most 
modern aircraft. 

There is no question that if we maintained our fleets as they were 
at the end of 1946, and just kept adding to them, not necessarily being 
concerned about the necessity to provide adequate service, but just 
picking up the business when we could with the aircraft that we had, 
that there would be no question, and we would be admitting here today 
that this industry had enjoyed satisfactory profits. 

The Cuarrman. Let me read a little bit further : 

Such growth is bound, sooner or later, to produce a sunburst of profit for the 
airlines industry. It came last year and in such full measure that it might 
well embarrass those spokesmen who talk persistently about the desirability 
of higher fares. Their number includes the heads of the Air Transport Associ- 
ation, which represents the trunklines, and notably among the airline executives, 
Eastern’s Eddie Rickenbacker, though his line is the world’s largest air coach 
operator. Last year’s net after taxes for the industry’s two major segments, 
the domestic trunklines and the overseas carriers, was up 50 percent above 1954 
to over $100 million. 

Quite a sparkler for an industry that took 3 years after the war to reach 
the break-even point, despite heavy Government aid. 

I thought it would be interesting to have that in the record. 

I wonder whether we should not put the entire article in the record. 

Is that the article to which you referred ? 

Mr. McCuttocn. That is the article to which I referred. Anent 
that quote which you read from this article which indicated there 
was a bonanza in the difference between the book value of whatever 
company’s planes are mentioned, and what they could for them, 
there is the possibility cited in that article when this $2 billion worth 
of planes are procured in 1956, 1957, and 1958, that these planes ‘wall 
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probably be like some of the used automobiles on the market. They 
will not be able to get nearly what they are listed on the book. 

I think it is'a very interesting article, and I think it would serve 
a good purpose to put it in the record. 

(The article The Airlines Flight From Reality referred to appears 


on p. 2121.) 

(Dismmion off the record.) 

Mr. Gewirrz. We would correct a figure in there that was pre- 
sumably Fortune’s estimate of net profits for 1955 for the trunk 
imdustry of $100 million. Our figures for the entire industry, of net 

rofit, that is, international, helicopter, territorial, and others, is a 

re of some $77 million. 

The figure of domestic trunks net profit or loss—not loss in this 
instance, but net profit for 1955 was $63 million, not $100 million. 

That is a substantial difference, indeed, and the reference to the 
sunburst of profit which has allegedly hit us in 1955, if it hit us then— 
and we would propose to go into the figures as to what that profit 
looks like—it is probably of only recent vintage, even based on For- 
tune’s figures, and you do not keep an industry healthy based upon 

ofits in 1 year when that industry is going to be spending cumu- 
atively in the 20-year period from 1946 to 1966, better than $5 
billion in capital expenditures. 

I would hope when we get finished and when you see where our 
money has come from and gone over the 10-year period from 1946 
to 1956, that you may well leave the room shaking your heads about 
the great expansion of this industry, despite some of the financial 
handicaps that have stood in our way. 

Mr. Marerz. Mr. Gewirtz, you have indicated that the Board issues 
figures showing, first, the rate of return on average total investment ; 
second, rate of return on average equity investment; and, third, rate 
of return on transport investment. 

Now, which one of these three criteria does the Board use in estab- 
lishing a floor for subsidy purposes ? 

Mr. Gewrrz. I Onn suspect—I would suspect they don’t use any 
of them, because I cited you the example of the Pioneer Trans-Texas 
mail-rate decision, in which they didn’t use a return on investment 
at all. They used the operating ratio. 

Mr. Materz. Well, generally I think the Board has advised the 
committee that it uses a figure of 8 percent return on—— 

Mr. Gewirtz. Used and useful investment. 

Mr. Materz (continuing). Used and useful investment. 

Mr. Gewrrtz. I think that is about as close as we can come, and that 
is in mail-rate cases. 

Mr. Materz. In mail-rate cases. 

Mr. Gewrrrz. But they used a different investment figure for pur- 
poses, presemelsy, of the order supporting the general passenger fare 
investigation. You can check that with them, but it is our understand- 
ing that they used different figures for mail-rate cases of investment 
base, and possibly profit base, than they do in non-mail-rate cases. 

You may be surprised, but we live with it, Mr. Maletz. 

Mr. Materz. Thank you. 

The Board has testified that it uses a rate of return of 8 percent. It 
allows a rate of return of 8 percent, we understood, on average total 
investment, for mail subsidy purposes. 
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I gather from you that the rate of return for subsidy purposes is 
computed on an entirely different base than the Board’s figures indi- 
cating rate of return for passenger purposes? Do I understand you 


correctly ? 

Mr. dovieun That is our understanding. In the recent transatlan- 
tic final mail-rate case, the Board used actual investment in property, 
used and useful, in property used for carrying people across the 
Atlantic. 

Mr. Maerz. Thank you. 

Mr. Gewirtz. Now, what are some of the things that really ought te 
be looked at with respect to the problems of the industry? What are 
the practical measures of our financial health and acceptances as they 
relate to the profits that this industry ought to earn ? 

And we have here, and we have submitted it with descriptive material 
which I should like to have the opportunity of reading to the commit- 
tee, four new charts and the descriptions of those charts. ° 

The first chart is how we look in terms of comparative profits with 
other comparable industries. 

The second is how we look to the investor. 

The third chart, chart No. 25, shows the ability of the industry to 
attract capital. 

And the fourth, the comparaive dividends that have been made out 
by the industry as a guide to airline investment yO) 

Following those charts, we would show you a final chart which is 
the complete picture of how the industry has raised its funds from 
1946 through 1955, and how those funds have been used. 

Chart No. 24, which is, we think, accurately described as the story 
of the airlines profitless prosperity, is the percent increase in 
revenues against the percentage increase in net income, 1955 over 1951. 
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TaBLE 24.—Trends in gross revenues versus net income after taxes, domestic 
trunk airlines and selected industries, 1946-55 
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TaBLE 24A.—Comparative operating and financial trends, domestic trunk 
airlines, 1946-55 
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It shows on the left side of the chart, by airlines, telephone com- 
pany, aluminum, and aircraft, the percentage increase in gross revenue 
in the air transport and those other industries in 1955 over 1951; and 
then, even more important, the increase in net income, using the same 
comparative standards. 

Or, to put it a little differently, how much of the increase in gross 
we have been able to carry over into net. 

Now let me tell you a little bit about the chart, and what it means. 

It certainly shows that there have been no excess profits for the 
airlines. If anything, the industry has been going through a period 
of profitless prosperity. In other words, we have had to accelerate 
our gains in traffic and gross revenues merely to hold our own in 
earnings. 

The tables which accompany the chart, in the kits you have, reveal 
a significant comparative operating trend for the domestic trunklines 
for the 1946-55 period. Results for 1946 and 1955, along with those 
for 1951, measure this trend. 

As you know, we suffered deficit operations in 1946, 1947, and 1948. 
Profitable results for the industry, while emerging in 1949, did not 
have much of an assured tone, and I am using the language of the 
street, so to speak, until 1951. 

Accordingly, 1951 can properly be used as a measuring base, and 
also permits the inclusion of a 5-year period over which to evaluate 
results; and a 5-year period is a fairly respectable period and a fairly 
continuous period. 

For this 5-year period, 1951 through 1955, it can be seen that net 
income after taxes gained by 45.1 percent, and it is accentuated be- 
cause of the low base established in 1951. 

While revenue passenger-miles were up some 88.1 percent, total 
passenger revenues gained 79.2 percent. However, operating income 
came to but a 16.5 percent increase. 

In other words, a declining scale prevails in all of the elements lead- 
“= the profit line. 

he CHatrman. Mr. Gewirtz, I am very much intrigued by your 
chart here. But I do not know why you just took, for comparative 
urposes, the airlines’ increase in gross revenue and increase in net 
income with the A. T. & T., which is a pure monopoly, without ques- 
tion, a public utility monopoly, and the aluminum industry. The 
aluminum industry has witnessed a tremendous increase in productive 
capacity, probably not enough to even supply the demands, because 
the world demand for aluminum is gigantic. You also took the air- 
craft industry, which is supplying a goodly portion of United States 
procurement for military purposes. 

I do not understand why you just selected those three industries for 
a comparison with the airlines. 

Mr. Gewrrtz. For just the reasons you have stated, Mr. Chairman. 
We took aluminum and aircraft because of their growth. These are 
growth industries. 

Mr. Maletz has made continuous mention of the fact that we have 
increased in size some 4,000 percent in terms of volume of our business. 

Aluminum we would not deny has increased, as has the aircraft 
manufacturing industry. 

Those are the reasons. We took comparable industries to com- 
pare them to ourselves, in terms of growth. 
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The CuatrrmAn. What about steel, what about copper, what about 
furniture, and what about other industries? 

Mr. Gewirtz. We would be happy to take some of those and supply 
the data for the record, but we felt these were the comparable ones, 
and that these were the ones we ought to use; and we took A. T. & T. 
for the simple reason there is an industry that is easy to regulate. 
There is only one of them. 

The Cuarrman. But you only took one regulated industry for pur- 
poses of comparison. Aluminum and aircraft are not regulated. 

Mr. Gewirtz. Well, I mean by that, A. T. & T. is regulated, and 
much more easily regulated than we are. 

The CuarrMan. I understand that. 

Mr. Gewrrtz. If you want to cut the rate and prevent them from 
doing what they seem to be doing so well here, it only takes one 
public utility commission working on one telephone company. 

The CuHatrman. I understand. But you only took 1 regulated 
ee for purposes of comparison and 2 unregulated industries. 

Mr. Gewrrtz. We took two unregulated industries that are growth 
industries. We are talking in terms of investor recommendations, 
and we talk about this when we go into aluminum and in increasing 
our facilities. We also took odmetvien whose capital expenditures 


are probably proportionately the same as our own. 

If you would like to take other industries, Mr. Chairman, we would 
be delighted with the comparison, but we are talking about industries 
that are like us. 

In addition, to accomplish these large gains in gross revenues and 


small increments in earnings, it was necessary for us to increase our 
total assets by almost 56 percent. This was made possible by the 
retention of earnings, inadequate though they were, additional equity 
financing, insufficient to some extent though that was, which led 
to a 73.9 percent increase in net worth. 

We could not expand long-term debt to the same extent as equity, 
for the simple reason that the industry as a whole simply could not 
support or attract additional borrowings, such was the nature of its 
position and the character of its operations. 

This is the record for the airlines that we have up here, heralded 
wide and far for its strong growth prospects and, hence, its antici- 
pated earning power. 

By contrast, let us look at representative companies in other growth- 
type industries. 

Mr. Maerz. Excuse me. I notice as far as net worth is concerned, 
in table No, 24 the domestic trunklines from 1946 to the present time 
had .an increase in net worth of almost 300 percent; is that right? 

Mr. Gewrirrz. The increase in net worth 

Mr. Maurez. Their net worth increased from 180.9—— 

Mr. Gewrrrz. It is 177 percent, 1955 over 1946. 

Mr. Materz (continuing). To 501.3 in 1955, as contrasted with air- 
craft, which had a net worth of 69.1 in 1946 and increased that net 
worth to about 134.3 in 1955. 

Mr. Gewrrrz. That is a 94 percent increase. 

Mr. Matetz. That is right. 

Mr. Gewirtz. Yes. That is what we had to increase our net worth 
in order to do as badly as this. That is another index of the problem. 
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Mr. Harkins. Your aircraft industry is only the Douglas Aircraft 
Co., the figures are for Douglas Aircraft Co.; it is not the whole air- 
craft industry. 

Mr. Gewrrrz. If it is just Douglas, as stated here, it probably was 
just Douglas. 

Mr. Maerz. That chart that you have there for aircraft industry, 
does that include the entire aircraft industry or just Douglas? 

Mr. Gewirrz. I suspect, if it says Douglas, it is just Douglas. I 
suspect if the pattern were different, that the figures for some of them 
would show even a heavier carryover from increase in gross to in- 
crease in net. 

Mr. Materz. By the same token, your figures for aluminum, are they 
confined to the Aluminum Company of America ? 

Mr. Gewrrtz. Yes, they are. 

Mr. Materz. Or do they include all of the aluminum companies? 

Mr. Gewirtz. That is Aluminum Company of America. That is 
about 80 percent. 

The Cuarrman. They do not cover Kaiser or Reynolds Aluminum 
or the Anaconda ? 

Mr. Gewirtz. No. They cover about 80 percent, as you said your- 
self, of the total aluminum production and profits in that particular 
business. 

The Cuarmman. Oh, no, the Aluminum Co. does not have 80 percent. 

Mr. Gewirrz. Well, it is certainly better than 50 percent. 

The Cuarman. No, it is less than 50 percent. The figures have 
changed considerably since the com of Kaiser and of Reynolds. 

Mr. Gewrrrz. These are 1955 figures over 1951, in terms of what we 
have shown. 

The Cuatrman. Even so, in 1955 it was not above 50 percent. 

Mr. Gewrrtz. We are showing the growth. Maybe we should have 
shown more than just a particular company. 

The Cuarrman. I know, but it is erroneous, I should think, just to 
take one aluminum company and compare with your entire airline 
industry. It is unfair to take only one aircraft company, Douglas, and 
compare that with the entire airline industry. 

Mr. Gewirtz. We would propose that if we followed your sug- 
estion to take the others and include them all in there, I think the 
gures would remain substantially the same. 

The Cuamman. I wonder. at is sort of like comparing grape- 
fruit with lemons. There is no comparison. They are not compa- 
rable factors. 

Mr. Gewirrz. I think you would find in terms of the volume that 
to take one aluminum company and the Douglas Aircraft Co. and 
the A. T. and T., you equal in a good many respects the gross revenues 
that are set out. 

As an example, if you go down the first page of table No. 24, you 
will find relatively little difference in aircraft and aluminum from the 
total, the Douglas Co. and the Aluminum Co. from the total revenue 
for the trunklines industry; and you will find the telephone company 
with a 500 percent better gross revenue picture in 1 year than all 
of the trunklines put together. 

Now, we will be happy to fill out the picture, and show more of 
the aluminum companies and more of the aircraft companies. We 
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imay be guessing very wrongly, indeed, but we would judge that there 
are some aircraft companies that will show even greater carryovers. 

Douglas was used for the specific purpose that it has been and is 
now the principal producer of civilian aircraft; but you look at some 
of the figures of the newer companies that have come into existence 
with a bang since the end of World War II, and you would find the 
earryover from increased gross to increased net to be even more sub- 
stantial than the figures that we have here. 

(The Air Transport Association subsequently submitted the follow- 
ing :) 

The question was raised as to whether table 24 wonld be changed if the data 
used included more than just 1 airframe company, 1 chemical company, and 
1 aluminum company. 

There is attached, for inclusion in the record of this point, a revised table to 
accompany chart No. 24. This revised table (appendix W) shows the trend in 
gross revenues against net income after taxes for the domestic trunk airlines 
as contrasted with 12 major airframe companies, 10 representative chemical 
companies, and 3 major aluminum companies. 

No significant change is produced in the revenue-net profit relationships 
except.in the case of the aircraft group, where the conversion from gross to net 
is higher for the 12 companies than it was for Douglas Aircraft alone. 


Trends in gross revenues versus net income after tawves, domestic trunk airlines 
and selected industries, 1946-55 


{In millions] 


| Gross Net | Total | Net Long- 
Year | revenues | income assets worth term 
debt 
eed 
Domestic trunk airlines................-...--.| 1946 | $311.9 ($5.6)| $387.1 80. $90. 1 
1951 | 658, 5 43.5 648. 6 ; 134. 0 
1955 | 63.1 | 11,011.1 
12 major airframe companies ?__._...........-- 1946 (10. 7) 630. 2 
1951 30. . 
178. 


1955 
10 representative chemical compatiies *_____.__| 1946 246.3 
, 497.2 


1951 

1955 783.1 
3 major aluminum compaziles ¢ 1946 41.4 
1951 83.9 
1955 170.1 
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1 Preliminary. 

2 Souree: Compiled from individual company reports by Aircraft Industries Association, 12 major air- 
frame companies. 

* Source: Compiled from Moody’s Industrials. Includes 10 of 11 companies currently used by Standard 
& Poor’s for their chemical industry stock price index. One company, Olin-Mathieson, eliminated due to 
incomplete data. Companies included are Air Reduction, Allied Chemical & Dye, American Cyana- 
mide, Columbia Carbon, Commercial Solyents, Dow Chemical, Dupont de Nemours, Hercules Powder, 
Monsanto Chemical, and Union Carbide and Carbon. 

Source: Compiled from Moody’s Industfials. Includes'Aluminum Company of America, Aluminum 
Ltd4., and Reynolds Metals. 

* Not available. 


Percent increase, 1955 over 


Gross | Net | Net Long- 
Year revenues | income $s worth term 
| debt 


_—_ ——— — 


1951 72. 
1946 | 899. 6 

| 1951 162. 
10 representative chemical companies ‘ | 1946 | 185. 
| 1951 | 28. 

2 major aluminum companies..............-..| 1946 N. A. | 
| 1951 57.9 


| j 
Domestic trunk airlines...................---- | 1946 | 263. r a 
12 major airframe companies. ..........-- dnd 

| 
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Mr. Maerz. You point out that the airlines have had an increase 
in oe revenue of 72.1 percent. What are you referring to? 

. Gewirtz. Those are the domestic trunks, to whom the Board’s 
general passenger fare investigation has been addressed. 

Mr. . It does not apply to the feeder lines? 

Mr. Gewirrz. The picture would be a much more sorrowful one in 
both columns if you included the local service carriers. I mean, we 
can just about stipulate how profitless they have been. 

Mr. * am That “temporary lines,” then, refers to the 12 trunk 
carriers ani 

Mr. Gewirtz, That is right; 13 in 1955. 

Mr. Maerz. Yes. 

Mr. Gewmrz. Well, it can be seen in the case of the specific ex- 
amples in the aircraft, aluminum, and chemical field, a far greater 
percentage of gross was carried through to net. In other words, 
the gains in net have been much greater than in gross. It took less 
ce to generate them. 

would show you chart No. 25. Rather than use the stock price 
figures, this is entitled “Comparative Stock Price Trends.” We have 
used as the base year 1946, and established that at 100, right down 
here; and we have compared with that—and the years in between on 
the base are included in table 25A—the stock price trends in 1946 as 
compared with the first quarter of 1956. 
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TABLE 25.—Comparative stock price trends, airlines and selected industries, 
1946-56 
[1946 = 100] 
Air Industrial Alumi (bi- 
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1 Ist quarter. 
Source: Standard & Poor’s Security Price Index Record, 1955 edition, 1956 supplements, 


Certainly if the airlines were rolling in excess profits, this would 
be readily evident through a number of means. 

For example, it would show up in the market price of the industry 
securities by revealing the regard, if any, for its equities by sophisti- 
cated investment sources. It would be reflected in the dividend 
practices of the airlines, which are subsequently examined. 

These are but a few of the measures. They permit readily avail- 
able comparisons which are universally applied and acceptable in 
investment circles. 

Let’s take a look at stock-price trends for airline investors. The 
sad truth is that the investor has done very poorly in airline securi- 
ties since 1946. This is both on an absolute basis and particularly 
in comparison with the general market and any number of other 
growth groups. 

These trends further demonstrate the lack of investment attrac- 
tion of the airline group relative to other industries. 

To measure these trends, Standard & Poor’s Security Price Index 
Record has been used. To avoid distortions, as I indicated pre- 
viously, the indexes for all groups presented have been converted 
so that 1946 becomes the base year, or 100. 

Chart 25 and table 25 show the investment equity market price 
trends for the air-transport group along with those for other all- 
inclusive feu as well as for other representative growth indus- 
tries; and these, indeed, are industries, not particular companies. 

It can be seen that despite the strong growth characteristics of 

the airline group as manifested by the increase of 263 percent in 
gross revenue for the domestic airlines from 1946 to 1955, airline 
equities have increased but 25 percent in price from 1946 through the 
first quarter of 1956. 
_ And if you will look at the table, you will find that our increase 
in stock market price began after 1954. The industrial average be- 
gan in 1950, railroads in 1951, and down through the other industries 
mentioned. 

Mr. Materz. What would happen, Mr. Gewirtz, if you took 1949 
as a base, or 1948 as a base ? 


77632—57—pt. 1, vol 343 
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Mr. Gewirrz. If you took 1949 as a base, you would show that the 
increase from 1949 to 1956 was an increase of 75 percent in the air- 
line field; with an increase in industrial averages, taking 1949-——— 

Mr. Maerz. The 1956 figure woud] be about—— 

Mr. Grerwirz. You would find every one of them was higher there 
than it is. 

Mr. Materz. It would be about 250, would it not ? 

Mr. Gewirtz. In the airlines? 

Mr. Materz. Yes, if you took 1948 as a base or 1949. 

Mr. Gewirrz. You would take the difference between 100 and 125, 
which we took, 1946 to 1956. 

Mr. Materz. Suppose—— 

Mr. Grewirrz. Let me finish. You have asked a question. 

And the difference between 58 and 125, which is plus 75. 

Mr. Marerz. No. 

Mr. Gewirrz. Isn’t that what it is? 

Mr. Marerz. Supposing you began with 1948 as 100. 

Mr. Gewirtz. Yes. Well, you have got a percent on a percent there. 

Mr. Maerz. Yes, that is right. 

Mr. Gewirrz. Yes. 

Mr. Maerz. Then your figure for 1956 would be 250, would it 
not! 

Mr. Gewirrz. That is quite right. And your figure, correspond- 
ingly, in the others would go up from 89 in industrials to 266; from 
67 in railroads to 177. 

Mr. Materz. And your industrial averages would be about 275; is 
that correct ¢ 

Mr. Gewirrz. I don’t know what it would be. As I say, you are 
taking a percent on a percent, and I don’t have a slide rule with me. 

Mr. Maerz. I say it makes a difference as to what year you use as a 
base. If you use 1946 asa base—— 

Mr. Gewrrtz. I think it is a perfectly respectable year to use; it is 
the year you have been beating us over the head with as the period of 
time we have earned these excessive profits, and all the charts are 
built on a 1946 to 1955 basis. 

The Cuarrman. Weare not beating you over the head. 

Mr. Gewirtz. There has been no inconsistency in our use of charts; 
with very few exceptions we have used 1946 through 1955, and those 
exceptions have been where the Department of Commerce base indices, 
as I recall, on the consumer price index, and things of that kind 
they have been a 1938 base. 

We can use 1952, 1953, 1954, 1955; you can compare the first quarter 
of 1956 with the second quarter of 1956. But we felt that there was 
absolutely no inconsistency in the fact we used the same base here as 
compared with other charts. 

Mr. Maerz. Well, the point is, that chart would vary, depending 
upon which year you use as a base. 

Mr. Gewrrtz. Any chart would. 

Mr. Materz. In other words, if you use 1948 or 1949, that figure 
vou have there would be 250. 

Mr. Gewrrrz. I don’t know what it would be. It is your figure. 

Mr. Maerz. Of course, it would 
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Mr. Gewirtz. We have given you our figures. If you want to draw 
any other conclusions based on other years, Mr. Maletz, we cannot 
argue with yon We merely are submitting we have used the same 
figures all along. We are merely trying to show you that using those 
figures, we don’t look as good as other growth industries. 

If you want to make us look better, you use a different year. 

The CuairmMan. Well, you used different figures when you spoke 
of airlines profitless prosperity. You used the figures 1955 

Mr. Gewirrz. We used 1946 through 1955, and then did the bases 
1955 over 1951. 

The Cuairman. I mean, on the previous chart you used the figures 
1955 over 1951. 

Mr. Gewirrz. But the 1946 figures are available, and we can make 
the comparisons on that basis. We have not concealed those. 

The ease. However, you said you used the same here always. 

Mr. Gewirrz. We certainly have in the other charts, Mr. Chairman. 

The Cuarmman. On the others, but not on that one. 

Mr. Gewirtz. We used 1946 on chart No. 24, and we used 1946 
here. We picked up a piece of it for comparisons, but the others are 
all set out, and you don’t have to go through any intermediate compu- 
tations to get any result there. 

If you use 1943 figures with respect to stock price trends with re- 
spect to the air-transport industry, you would show we have gone 

own. 

You recall what the stock prices of industry, of the air transport 
industry’s stocks were in the middle of the war. We could have used 
that, but we didn’t. 


Weare talking about an industry that has grown alive in the period 
from 1946 to 1955, and our figures have been used almost constantly 
to illustrate the growth in every area, and the lack of profit in other 
areas, for that period of time. 

This has occurred, again, in the 1946 to 1955 period, in the face of 


one of the biggest booms in the history of the United States. 

The railroad industry, which has been losing freight volume to 
trucks and passenger business to the airlines, has shown an apprecia- 
tion of almost 78 percent in its securities for the same period. 

More startling are the contracts as revealed by other growth indus- 
tries, and it may be that we would well satisfy some of these reserva- 
tions that have ie expressed if we submitted, in addition to the base 
index comparison, the actual stock market prices. And, with your 
permission, we would like to submit those for the record. 

Chemicals, the aluminum industry, radia, TV, electronics, the ship- 
ping industry, the coal industry—which is one of depletion and 
seriously undermined by oil—all have managed to reward their in- 
vestors to a tune much greater than the kind of appreciation that we 
have enjoyed in the industry. 

It must be remembered that, as a growth group—and this is im- 
portant—the airlines will, in investment consideration, be compared 
with other growth groups. On the record, the airlines have fared 
badly in this comparison. 

This can be attributed in large part to the disappointing earnings 
record of the airlines, in that operating profits generally expected to 
be generated by a growth group simply failed to materialize. 
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We don’t have a chart for this, but there is another index of how 
our industry stands with the financial community bearing out the 
data we have used here, and this is the most important index of the 
industry’s ability, or I should say lack of ability, certainly, to attract 
new equity capital. 2 eng 

Despite the relative improvement in earnings for most airlines in 
recent years, they enjoy very little, if any, stature in investment circles, 
the source of equity capital so essential to the industry’s continued 
growth and expansion. ; : 

This is evident by an examination of the portfolio analysis of m- 
vestment trusts and other fiduciary type holdings of industrial secu- 
rities. 

These funds represent, as you know, a major source of equity capital. 
At the 1955 year end, it was estimated that some 200 investment trusts 
had total assets in excess of $9 billion, as compared to but $1 billion 
in 1940. These funds, by the sheer size of capital controlled, are 
obviously an ever-growing factor in the American economy, as they 
can underwrite major expansion programs for industry. 

Further, corporations with stock in the hands of the public are 
most anxious to have their securities held by these investment trusts. 

It does a number of things: It affords them with stable stockhold- 
ers, who maintain long-term positions; it develops an established 
source for obtaining additiona capital; and, further, it builds in- 
vestment character, as individual investors are impressed with such 
trust holdings and frequently are guided, on the basis of them, to 
make similar commitments of their own. 

In this respect, still other reservoirs of capital, but of a more con- 
servative nature, are provided by other institutional sources, such as 
insurance companies and pension funds. 

Despite their inherent conservative nature, these fiduciaries have 
shown tendencies to invest a large percentage of their funds in com- 
mon stocks so as to obtain better yields, and some capital apprecia- 
tion through participation in onowe situations. 

For example, the SEC in a recent study showed that noninsured 
pension funds had some $11.25 billion in assets at the 1954 year end, 
of which more than $2 billion was invested in common stocks. 

Against this supply of fresh funds must be placed the demand 
factor. For this, guidance may be had from a leading industrialist 
who recently placed the need of new public financing in the next 10 
years at a minimum of $160 billion. 

Whether or not this demand will be realized to the full extent 
indicated is not subject. to precise analysis. But it is known that 
individual companies have projected capital expenditures of substan- 
tial magnitude. 

For example, one company, the Texas Corp., placed its capital 
expenditures at $114 billion during the next 5 years. 

Further, the A. T. &. T. Co. recently indicated that it would spend 
about $2 billion this year. 

By contrast, the airlines as a group have projected capital expendi- 
tures variously estimated as running upward of—and there is a cor- 
rection here, from $3 to $3.8 billion—$3.8 billion during the next 10 


years. 
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A. substantial percentage of this requirement must be forthcoming 
from equity financing. 

It is obvious that the airlines do not live in a vacuum, but must 
compete aggressively for funds with other leading industries. Hence, 
the airlines must seek such investment stature as to attract new money 
at terms no less favorable than those available to other industries. 

The Cuarrman. Do you anticipate success or failure in that regard ? 

Mr. Grewrrtz. We anticipate considerable difficulty. We hope we 
will be successful on the basis of our earnings record to date. 

On the basis of the figures that I will show you of our holdings by 
investment trusts, pension funds, and other fiduciaries, we are scared, 
Mr. Chairman, as to whether or not we will be able to do the necessary 
equity financing in order to be able to fulfill the commitments that 
we have made for better than $3 billion worth of equipment, $2 billion 
between now and 1961, and $3.5 billion between now and 1966. 

The Cuamrman. You did not have any trouble in the past, did you? 

Mr. Gewirrz. Equity financing ? 

The CuairMan, es 

Mr. Gewirtz. Oh, we did, indeed. 

The Cuarrman. You did? 

Mr. Gewirtz. Oh, yes, back in 1949. 


(The Air Transport Association subsequently submitted the follow- 
ing:) 

Following the answer of Mr. Gerwirtz, “Oh, yes, back in 1949, this additional 
data should appear: 

In 1949, ATA requested certain of its carriers to supply data respecting their 
financing in the period prior to that time and immediately following the war. 
During the course of certain hearings on Senate Resolution 50, a question was 
raised as to why the airlines had employed debt rather than equity capital to 
finance new equipment. Following is a collection of representative responses 
to ATA’s query; they are submitted to show airline financing difficulties in the 
early postwar period. 

American’s postwar equipment program provided for an investment of $100 
million of which $20 million was to be raised through depreciation and the rest 
from outside sources. It was decided that the remaining $80 million should 
be raised by the cheapest means, equity financing being preferred. However, an 
order of CAB required the Aviation Corp., a manufacturing corporation, to 
divest itself of most of the American Airlines stock which it held. This, to be 
sold before July 1946, had a market value of $20 million. This effectively pre- 
cluded the possibility that American Airlines could sell its stock in the open 
market. The next resort was to convertible preferred. It was impossible to 
secure a market for more than $40 million of this and, as a matter of fact, the 
underwriting syndicate had great difficulty in distributing this much stock when 
the issue came out. 

United points to the difficulties which it encountered in trying to market 
common stock during the early postwar years. The following quotes are self- 
explanatory : 

“The airlines have been in an even worse situation than industry generally 
because there has been very little sign of profits since 1945. Under these con- 
ditions, the stock would have to be sold on a very speculative basis. United Air 
Lines did issue approximately $10 million of preferred stock in the early part of 
1947. Dividends have been paid thereon out of earned surplus and, for the past 
year, out of capital surplus. This stock, which was sold at par of $100 per share, 
has been selling for a long period of time at approximately $70 per share. This 
condition places the investor and the corporation alike in a very undesirable 
situation. 

“After considering the possibility of issuing more common stock many times 
in the past 3 years, United finally went ahead and issued a relatively small issue 
of 184,809 shares of common stock at $10.75 per share. The company received net 
proceeds of slightly less than $10 per share, whereas the book value of this stock 
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was approximately $16.78. ‘This particular issue was scheduled for approxi- 
mately double this number of shares and at a considerably higher price. How- 
ever, to the average investor, the airline business is subject to a considerable 
amount of risk, and there must be substantial earnings in prospect to compensate 
for these risks.” 

Northwest is an excellent example of a carrier which, though successful in 
issuing equities in a carefully worked out financial program, found the dollar 
value of its equipment needs too great to permit the market to absorb additional 
equity issues. Between the spring of 1944 and the fall of 1946, the carrier raised 
$11,300,000 in common stock, far short of its equipment needs. In the spring of 
1947, an additional $9,750,000 of preferred stock was raised. 

Two statements of the company reveal their dilemma: 

“* * * it was our belief, and still is, that the airlines should be financed to. 
the maximum amount by common shares, leaving them as free as possible of 
either fixed interest charges on debts or relatively fixed dividend charges 
on preferred stock.” 

“At this time (1947), we had exhausted our ability to sell equity capital and 
were still short of the cash needed for our postwar fleet of airplanes and the 
related ground equipment.” 

Pan American states the case for the industry very succinctly : 

“The air-transport industry established a good earnings record during the 
war and immediately thereafter it was possible, in most instances, to finance 
through stock issues. Some carriers took advantage of the situation and made 
very satisfactory increases in their equity capital. However, in other instances, 
it appeared that there would be considerable delay in obtaining delivery of 
modern postwar aircraft, and a number of carriers deferred their financing until a 
short time before the delivery of new aircraft. 

“Unfortunately, the carriers who deferred financing soon found that it was 
impossible to do so. The demands for postwar expansion in other fields prac- 
tically dried up the limited capital market, and an adverse trend in the air- 
transport business made it next to impossible to finance through equity capital. 
The favorable earnings of the carriers during the war period brought about pres- 
sure from the Civil Aeronautics Board to reduce passenger and express rates, and 
profits were held to a normal level, insofar as possible, through the reduction of 
mail rates. 

“T believe the air-transport industry is greatly concerned about the necessity 
of financing through funded indebtedness; however, during recent years, this 
has been practically the only avenue open for financing. Heroic efforts have 
been made by the industry to effect economies and to eliminate unnecessary 
schedules.” 

Capital Airlines presents another instance where the growth tempo of the in- 
dustry made it impossible to market equity shares which would have greatly ex- 
panded company shares outstanding. The company planned a postwar, equip- 
ment program to cost about $17 million. A portion of this was met by the sale 
of convertible income debentures, but the intent to market $10 million in common 
stock was discouraged on the basis that this would represent too great an expan- 
sion of the small amount of common stock then outstanding. Security men told 
the company that the $10 million could not be raised through common stock. 
Capital Airlines, along with other air carriers, would have liked to issue common 
stock or at least preferred equities. 

Western Air Lines—through its past experience in failing to finance expansion 
with stock, either common or preferred—presents an excellent summary of the 
experience of most of the industry : 

“In the fall of 1946, we worked out, with certain banking and underwriting 
groups, a program involving the issuance of $6,500,000 in capital stock and 
$7,500,000 in bank loans. The underwriters were unable to successfully com- 
plete this program in the latter part of January 1947, which necessitated our 
securing our present RFC loan as the only means of financing. 

“In our case, at least, failure to obtain equity capital and the reason for the 
increase in our funded indebtedness might be summarized as follows: 

“1. A falling security market. 

“2. Reluctance of the underwriters and.the public to invest in airlines 
securities.” 
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The Cuatrman. I mean since 1950, 1951, 1952, 1953, 1954, and 1955. 

Mr. Gewirtz. Yes, sir; we certainly have. 

The Cuairman. In the last few years, you have had difficulty ? 

Mr. Gewirrz. Yes, sir. The big airlines, some of the large airlines, 
some of the principal carriers, have had no less difficulty in debt 
financing. But let us remember that the composite of the airlines 
that we are talking about constitutes 12 trunk carriers, all of whom 
have become intensely more competitive. 

The fact that one air carrier has success, either in the debt financing 
or equity financing field, is not an index of success for the other 11 or 
for 7 or for 8. 

We would submit for the record—I have them all here, and I can 
go back into the period of time when they had difficulty with equity 
financing, and I could read you at some length from a report of Mr. 
H. J. Berry, vice president of Harriman Ripley, on the investment 
characteristics of airline equity securities. 

I would suggest, if the committee has, as it should, a deep interest 
in this problem, that you ask some of the Wall Street people who have 
had experience in equity financing of airline securities to come down 
here and tell you about us. 

We have got great faith, but sometimes we wonder whether our 
faith is going to be rewarded by the actual results, particularly in 
this field. 

That is an awful lot of money for an industry that back in 1946 
had a capital expenditure in that year of $146 million, to be going into 
1966 and looking ahead to .accumulated capital expenditures over that 
20-year period of close to $5.5 billion, when you look at A. T. & T. just 
politely spending $2 billion in a year. 

We are going to have trouble, Mr. Chairman, and we are saying this 
not because—— 

(The following was transmitted by the Air Transport Association :) 

Here is attached, for inclusion in the record, an article from the Journal of 
Commerce for Wednesday, May 23, 1956, reporting on a survey of 359 financial 
analysts by the Junior Chamber of Commerce (appendix X). In discussing those 


stock groupings which the analysts believed would do well during the coming 
year, the airlines are conspicuous by their absence. 


{The Journal of Commerce, Wednesday, May 23, 1956] 


ANALystTs SEE Economy Saceine Gentity Now WitTH Pickue LATER—BLOOM OFF 
Boom, JOURNAL OF COMMERCE POLL REVEALS AT BOSTON PARLEY 


(By M. L. Van Slyck) 


Boston, May 22.—Here’s what the composite financial analyst thinks about the 
business outlook for the balance of this year: 

1, Stock prices are going to recede a little further, but will finish up the year 
averaging about the same as now. 

2. The rate of United States industrial production at the beginning of the 
third quarter will show some weakness, but will snap out of it during the fourth 
quarter to finish at the current rate of 142, as measured by the Federal Reserve 
Board Index of Industrial Production. 


STEADY PROFIT RATE 


3. Corporation earnings for the balance of this year will trend steady to mod- 
erately higher and so will dividend payments. 

4. Top favorites among equities are the (a) oils, (b) utilities, (c) chemicals, 
(d) steels, and (e) rails, in that order. 
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5. Main worries concern the high rate of industrial inventory accumulation, 
the impact of present restrictive Government money policies and the consumer, in 
that order. Concerning consumers, the analysts are in the position of wanting 
to eat their cake and have it, too. Many are worried over what they call “exces- 
sive use of credit” by consumers. Yet concern also was expressed over the 
current reluctance of the consumer to spend. Slightly more analysts are appre- 
hensive over inflation than deflation, though neither is a top subject of discussion. 

These facts were highlighted in the annual Journal of Commerce pool conducted 
among more than 1,000 members of the National Federation of Financial Ana- 
lysts Societies at their ninth annual convention being held at the Sheraton Plaza 
Hotel here. 

BLOOM OFF BOOM 


It is apparent that to the analyst the “bloom is off the boom” though he doesn’t 
rule out the possibility of a strong upsurge later this year. But he isn’t betting 
on it. Rather, the picture painted by the Journal of Commerce survey is one of 
adjustment and of a continued level of relatively high overall activity. It could be 
a $400 billion gross national product year but the analyst doesn’t think it is too 
important to make new records. Rather he is concerned with efforts to maintain 
the stability of recent years, avoiding excesses of boom or bust. 

Unquestionably current economic indigestion calls for more than bicarbonate 
of soda. Trouble spots involve not only agriculture and the farm equipment. 
industry but housing, autos, textiles and appliances. Sluggishness of the con- 
sumer at retail may disappear this fall. Meanwhile, the high rate of Government 
and corporate spending is expected to offset in part the current letdown being 
experienced elsewhere. 

Should the fourth quarter pickup fail to materialize, all bets are off, the analyst 
says, and the entire picture will have to be reappraised (1) for the prospects of 
how deep the recession may be and (2) the inflationary impact of possible 
governmental steps to counteract the slump. This latter lines of thinking is 
believed to be quite iffy and, in fact, the prospect of a real recession (as opposed 
to inventory assimilation this summer) is not regarded too seriously. 


ANALYSTS’ VIEWS DIFFER 


Analysis of the replies by 359 financial analysts to the Journal of Commerce 
questionnaire discloses that the racetrack isn’t the only area for differences of 
opinion. But in most cases estimates and projections which were way wide of 
the mean represented a small fraction of the total and generally the responses 
were bracketed closely around the average. 

Ten questions were asked. Here is a rundown of the questions and replies: 

Question 1. What will the Federal Reserve Board index of industrial production 
(now around 142) be on (a) June 30, 1956, and (b) December 31, 1956? 

Answer. The index will be 137 at midyear; 142 at the year end. It was 
noticeable that answers to both questions were grouped closely around both aver- 
age answers. In the case of the 137 index figures advanced for midyear the 
replies ranged from 155 to 130, with most in the 141 to 135 area. In the case of 
the 142 year-end answer, the replies ranged from 155 to 125. In this instance, as 
in others, the replies to the more distant question elicited a wider range of 
responses. 

WHOLESALE PRICE TREND 


Question 2. What will the Bureau of Labor Statistics wholesale price index 
(now around 114) be on (a) June 30, 1956, and (b) December 31, 1956? 

Answer. The wholesale price index will be 117 on June 30 and 116 at the year 
end. The range of replies followed the same widening pattern, being from 120 
to 105 for the nearest date and from 125 to 96 for the farther date. 

Question 3. What will the price-earnings ratio (now 13.34) be on (a) June 30, 
1956, and (b) December 31, 1956 (this is the figure representing the number of 
times earnings that stocks sell at). 

Answer. The price-earnings ratio will be 13.10 June 30; 13.25 at the year end. 
For the midyear ratio estimates ranged from 15.00 to 11.50; for the year-end 
estimate figures ranged from 16.00 to 10.00. 

Question 4. What will be the Dow-Jones industrial average (now around 495) 
be on (a) June 30 and (b) December 31? 
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Answer. The industrial average will be 479 on June 80; on December 31 it will 
be 490. The replies for the midyear estimate ranged from 515 to 425 and for the 
year end from 550 to 420. 

RAIL AVERAGE OUTLOOK 


Question 5. What will be the Dow-Jones railroad average (now about 174) 
on (a) June 30 and (0) on December 31? 

Answer. The railroad average will be 171 on June 30 and 174 on December 31. 
The replies ranged from 185 to 160 in the first instance; from 202 to 150 in 
the latter. 

Question 5. What will be the Dow-Jones utility average (now around 66) 
on (a) June 30 and (0) December 31? 

Answer. The utility average will be 65 on June 30 and 67 on December 31. 
For the midyear estimate replies ranged from 70 to 54; for the year-end estimate 
from 75 to 52. 

Question 7. What do you think the trend of corporate earnings will be for the 
balance of this year compared with 1955? 

Answer. Thirty-seven percent replied corporate earnings would be steady; 36 
percent said they would be higher, averaging 8 percent higher with replies 
ranging from 25 percent to 3 percent above 1955; and 27 percent said earnings 
would be lower, averaging 6 percent under 1955 with the range of replies being 
from 10 percent to 2 percent under 1955 earnings. In all, 73 percent of the 
respondents said that corporate earnings for the balance of this year would run 
steady to higher compared with 1955. 


DIVIDEND PAYMENT TRENDS 


Question 8. What do you think the trend of dividend payments will be for the 
balance of this year as compared with 1955? 

Answer. Forty-three percent said that dividend payments would be steady; a 
total of 53 percent forecast a rise in dividend payments; and 4 percent thought 
dividends would be lower. Of those predicting higher dividends, the average rise 
was 7 percent with the range running from 25 percent to 2 percent. Of those 
predicting lower dividend payments, the decline averaged 5 percent with the 
range running from 8 percent to 2 percent. In all, 96 percent of the respondents 
forecast steady to higher dividend payments for the balance of the year. 

Question 9. What group of stocks do you think will do best for the rest of this 
year? (Replies add to more than 100 percent because of multiple responses: ) 


Answers, 
percentage 


Groups listed : favoring 


Building materials 
Textiles 


In addition, the questionnaire invited analysts to list their own choices, if not 


shown. ‘These choices were penciled in: 
Answers, 
percentage 
Groups: favoring 
Cement and road building 
Nonferrous metals 
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Question 10. What are you most concerned about (inflation, deflation, political 


trends, inventories, consumer purchases, tight money) : 
Answers, 
percentage 


Topic: 
Inventories 
Tight money 
Consumer purchasing * 
Political trends 
Inflation 


In addition, the respondents wrote in two additional concerns, as follows: 
Answers, 
percentage 
Topic: naming 
International relations 
Labor trends 
1Concern over consumer spending was divided as follows: 17 percent were concerned 


over sluggishness of the consumer; 14 percent were concerned over excessive consumer 
credit. 


SELECTION OF STOCKS 


Many respondents appended comments to questions 9 and 10. Following are 
comments concerning question 9 dealing with selection of stocks for best perform- 
ance during the balance of this year: 

Commercial, industrial, and public construction will continue upward. Public 
utilities have good earnings prospects and, in addition, will benefit from any 
change in money policy. 

Worst actors for the balance of this year will be electrical, building materials, 
chemicals because most are overpriced. 

Utilities stocks are underpriced, yields are rising with higher earnings, 
dividends. Aircrafts will benefit from threat to national security. 


RAILS TO BENEFIT 


Railroads will benefit from passenger and freight rate increases. 

Railroads are undervalued as are steels. I think selling has been overdone in 
ethical drugs which will feel the earnings on tranquilizing drugs. Oils are best 
values in high-grade stocks. 

Demand for copper and aluminum still is at peak levels with increased capacity 
coming on line unable to meet demand. 

Low points are now being reached in autos, construction, building materials, 
roadbuilding stocks. 

Chemicals now are ready to move ahead again. 

Oils are favored because of the possibility of price rises. 

Like oils because of industry growth prospects, favorable labor conditions and 
possible price increases for crude. 

Chemicals and oils are favored because of growth potentials and strong demand. 


NEW CHEMICALS GROWTH 


Chemicals are in for growth. 

Business in general will slacken (this year), but utilities will expand and 
stocks of this group will increase in market value. 

Nonferrous metals are a good bet. Extreme shortage of nickle and high volume 
of aluminum demand. 

As inflation hedge, buy chemicals, steels, and oils. 


STEELS ARE FAVORED 


Steels are my choice because of substantially increased capital expenditures by 
business, price increases are certain and higher earnings and dividends are 
expected. 

Look for continued good results in railroads and steels while autos will come 
into better favor. 
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Increased volume and crude price rise will mean higher earnings for oils. 
I pick utilities by virtue of industrials failing to go ahead and the utilities 
continuing a slow growth. 
UTILITIES ARE PICKED 


Utilities are my choice because I anticipate a relaxation in money rates. 

There is a sustained growth element in the demand for aluminum. 

Successful steel settlement and higher steel prices are in prospect as well as 
big demand for 1957 autos. 

Autos are thoroughly depressed now and will have a big fourth quarter. 

Autos doing poorly now * * * 1957 models will provide a lift. 

Rail equipments have a big backlog. 

There is too much hope concerning relaxation in bank reserve requirements, a 
pickup in auto sales and a continued high steel operating rate, which I think will 
go to 85 percent in fourth quarter. I favor textiles, utilities, and oils. 


IMPORT OF INNOVATION 


Electrical and chemical industries both reflect innovation in earnings and from 
now on innovation will play more important role in stimulating demand. 

Look for continued expansion in electricals through research and usage. 

Utilities are defensive and because I’m bearish I favor them. 

Steels have good earnings prospects and likelihood of higher dividends. 

With wage negotiations behind and with price and dividend increases, steel 
group should do well. 

MORE ROAD BUILDING 


Present program for highway construction will be accelerated and a change in 
administration, if any, will not cause any slowdown. 

Boom in capital outlays means good business for electricals. 

Dynamics industries, such as electricals and chemicals, with strong research 
and development should continue to do well. 

Rail traffic revenues should be well over 1955’s, stocks are behind the market. 

Rails are good because of high activity in heavy industry. 

The chemical and oil stocks are still undervalued. 

Canadian oils are my choice because of moderate supply, increasing demand 
and threatening Middle East picture. 


OIL PRICE TREND 


I like oils because of the price trend, the supply and demand balance. 

The rails are still undervalued in relation to the market. 

Continued growth of demand for oil, coupled with increasing apprehension as 
to Middle East, make oils good. 

Business machines should benefit from increased desire for savings in office 
costs. 

Oils have less cyclical sensitivity. 

Steel equities have done little marketwise for past 8 to 10 months, are under- 
priced now on an earnings price pasis. When labor uncertainties and price 
adjustments are passed, stocks should rise. 

Longer and recent growth trends in oils and chemicals should continue. 

Comments appended to question 10 explained the basis for concern over vari- 
ous trends in the economy. One analyst summed up his feelings on the question 
of what are you most concerned about with the following answers: 

(1) Another heart attack; (2) inflation; (3) strikes. 


IMPACT OF TIGHT MONEY 


Others commented largely on tight money with a scattering of other major 
concerns, as following excerpts show : 

I’m concerned about deflation. Consumer resistance to prices could cause 
a period of profitless prosperity. 

Deflation bothers me. The general anticipation of the “buoyant sixties,” 
coupled with capital expenditures to accomplish this, aren’t likely to furnish 
a solid foundation for continued high-level prosperity. 

The rate of increase in inventories is dangerous and could lead to a defla- 
tionary spiral. 
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Tight money could dampen capital equipment later on. 

I fear inflation due to steel wage increases and the continued rise in whole- 
sale prices. 

The flexible-credit policy practically eliminates dangers of inflation. Pro- 
gressive policy should continue to dominate industry generally. 

Inflation is likely to be more pronounced during his year. All other factors. 
will not cause any trouble with the possible exception of inventories. 

Inflation is my greatest concern. Substantial wage rises are in prospect 
this year. 

INVENTORIES ARE KEY 


Key question in third quarter will be inventories. This could produce a dip 
in gross national product. 

Failure to keep money supply adequate to meet the needs of otherwise expand- 
ing economy is bad. 

Tight money has a universal impact. 

Inventory accumulation of small concern now, but will bear watching. Tight 
money is of more concern to stock prices. 

I’m afraid of lowering purchasing power. 

Tight money is my greatest concern. Cost of borrowing will tend to delay 
needed expansion. 

Tight money hurts brokerage business and depresses stock prices. 

Mr. Krattne. My suggestion is, when that trouble comes, that you 
be retained, Mr. Gewirtz, to meet that difficulty. I want to compli- 
ment you, as the chairman did, on your presentation here. It is ex- 
cellent, and you are a very fine presenter of one viewpoint. 

Mr. Gewrrrz. Thank you, sir. 

Mr. Tieton. He is already retained, Mr. Keating. 

Mr. Gewirtz. It must be due to the fact I was a student, as were you 
and Mr. Maletz, at the same fine institution of higher learning. 

Mr. Keartne. Well, that may be true. We do not always agree on 
everything even though we disagree about as much as the profes- 
sors down there. 

Mr. Gewrrrz. Mr. Keating, I would only say again, as I did to the 
chairman, thank you, and this is not a one-man production. The asso- 
ciation, and everyone at this table, plus those others of us, few indeed, 
back at the building, worked very hard to present, as you say, one point 
of view. We do not pretend it is objective, but at least we submit our 
figures for examination and analysis, and hope that they will be, as 
we know they will be, given the kind of consideration that you gentle- 
men can give. 

The Carman. I do not want to leave out Mr. Tipton. He has 
done an excellent job here, too. 

Mr. Treron. Thank you, sir. 

Mr. Gewirtz. But the figures of holdings in the investment trust 
field, and the figures of holdings: by comparison again, with the people 
with whom we are competing for this money, of other industries, shows 
we have not done well in the past at all. 

In the compilatiotn of leading industrials, it was not unusual to find 
investment trust holdings averaged upward of 25 percent of the total 
common stock outstanding for many of the companies involved. 

Moreover, trusts having commitments in these other industrials are 
known to have been many in number, 50 or more being rather common- 

lace. 
f The airlines, on the other hand, are not at all well regarded by 
these same investment trusts. For example, in the annual compilations 
of the group of the 100 largest holdings among investment. trusts, at 
no time has there been a single airline equity. 
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Further, as schedule A—and we have no charts for this particular 
<discussion—but as schedule A shows, these are only a few of the air- 
Tine equities that have found their way to investment trust portfolios. 


Scn"puLe A.—Investment trust holdings of airline equities at 1955 yearend 
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Source: 1955 Moody’s Bank and Finance Manuals. 


In no case, not a single case, does the combined holdings of any one 
common stock exceed 10 percent of the carrier’s issue, with the excep- 
tion of one special situation. 

Mr. Marerz. Mr. Gewirtz, may I interrupt for just one question ¢ 

While you were testifying, a quick compilation was made of com- 
parative stock price trends using 1948 as a base. And, using 1948 as 
a base, the present re for airlines would be 250 as compared with 
221 for railroads, and 173 for shipping. 

So, in other words-— 

Mr. Gewrrrz. We don’t agree with you down here, Mr. Maletz. 

The Cxatrman. Just a minute. Let him finish. 

Mr. Gewirrz. I am sorry. 

Mr. Maerz. We will show you the compilation, if you would like. 

As far as comparative stock price trends are concerned, in the trans- 
portation area, air transport stock price trends have had a greater rise 
than either railroads or shipping, using 1948 as a base. 

Mr. Gewirtz. Shall we go back now, Mr. Maletz, to every chart we 
have shown comparatives on, and use 1948? 

Mr. Materz. No. 

Mr. Gewirtz. Because I am just wondering—— 

Mr. Materz. I just wanted to supplement the record at this point. 

Mr. Gewrrtz. I think such supplementation is within your bailiwick, 
but I would also suggest on that basis we use all comparatives based on 
1948. I think a familiarity with the investment market would reveal 
that analysts normally look at a 10-year period. 

Besides that, 1946 was our first postwar period. You can take any- 
thing and make apples and peaches out of it. We have maintained, 
and we believe honestly, a consistency in every one of these charts. If 
we want to start looking at different base years and want to start com- 
paring on that basis, we would be pleased, indeed, to go back over every 
chart we have submitted, and provide that kind of comparison. 

The Cuarrman. Mr. Gewirtz, can you give us an idea of how long 
further you intend to go, how complete your statement is? 
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Mr. Gewirtz. I would say in terms of what I have here, Mr. Chair- 
man, that I would be surprised if I couldn’t finish up in half an hour. 

The CHarrMan. ‘Fine. 

Mr. Grerwirz. There had been some questions asked before, but it 
may be that we can save those or, if necessary, just submit the material 
for the record. 

The CHAtRMAN. Yes. 

Mr. Gewirtz. This is the bulk of our presentation. 

The CuarrmMan. Suppose you go on. We won’t interrupt you for a 
half hour. 

Mr. Gewirrz. I wish you would, Mr. Chairman. It is delightful to 
be interrupted. It affords me an opportunity to, I hope, expand; and 
we would want no reservations in your mind when we leave the room 
this time, anyway. 

Another test of investment lackluster of the airline group can be 
seen in the aggregate holdings of other fiduciaries. A study has been 
made of well over 1,000 life, fire, and casualty insurance companies, 
fraternal orders, pension funds, and related fiduciary groups. 

The substance of holdings in airline common stocks of this group is 
shown in schedule B. Of the 12 domestic trunk airlines, only 6 have 
found their way to these fiduciary portfolios, but to the smallest degree 
imaginable. 


ScHEDULE B.—Insurance company holdings of airline equities, Dec. $1, 1954? 


Number of Total Market | Percent of 
holders | shares held} valuation ?| shares held 


American: 
42, 565 $952, 392 
Preferred 31,875 | 3,394, 688 
Braniff None None 
RN i te None None 
Colonial z 1 5, 000 80, 625 
Continental... . None None 
Delta None None 
Fastern 22, 700 879, 625 
None None 
None 
40, 775 
Ts Wiss None 

United: 

250, 698 
908, 600 
Were. oo on) a ace ten db areuiehanedkemencananeaee None 


1 Latest data available. 
2 At 1954 year-end. 


Source: Corporate Holdings of Insurance Companies, 1955, United Statistical Associates, Inc., New York. 


For example, in no case does the aggregate holdings of a single 
airline’s common equity comprise more than 1 percent of the out- 
standing issue. 

Such is the lack of investment appeal, relative to other industries, 
prevailing for the airlines as expressed in the consummate judgment 
of more than a thousand insurance and related fiduciary groups. 

Now, what have we done for our stockholders? How have they 
benefited? What is that, used as a guide to investment appeal ? 

The need for funds for expansion purposes by the airlines has been 
so great that the group has had to husband the bulk of its available 
limited earnings. 
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Chart 26 and table 26 convincingly demonstrate the airlines have 
not been liberal in making dividend disbursements to their stock- 
holders. In fact, if anything, they have been rather niggardly in 
this regard. 


70 NET ORCSTS ACTER TANES” 


5 YEAR AVERAGE 


CORPORATIONS — 


TABLE 26.—Comparative dividend payments, all corporate experience and 
domestic trunk airlines, 1946-55 


All corporate experience Domestic trunk airlines 


—_—— 


| 
Net Divi- > Net Divi- 
profits | dend ne profits dend 
after pay- sayout after pay- 
taxes ments | P®8y taxes ments 
| 


Percent 
dividend 
payout 





Billions | Billions | Millions | Millions 
$5.8 1 ($5. 6)| $3.8 
6. (20. 2) 2. 
7 (4. 5)| : 

13. 

30. 
43. 
53. 
48. 
51. 
63. 
97. 


52. 





10-year average 
5-year average 1951-55..............-.... * 
| 


1 Parentheses indicate deficits. 
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NotE.—Dividend payments during 1946-49 represent disbursements almost entirely on preferred stocks 
outstanding. Omitted dividends on these senior equities would have been most harmful to the credit 
standing of the carriers involved. 


Source: All corporate experience, Department of Commerce. Domestic trunk airlines; CAB records, 
and company annual reports. 
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The average for all corporations in this measure—and we use here, 
as before, the 10-year period and the 5-year period—has been 47,1 
percent for the past 10 years, and 53.6 percent for the past 5 years. 

The airline vided payout has been but 33.2 percent and 27.7 
percent, respectively, for the same periods. 

For a more realistic perspective, the experiences of the pot 5 years 
should be evaluated in this regard, and only because during this 
period, relatively speaking, the airlines showed some indication, as the 
committee has pointed out, of generating earnings as contrasted to its 
earlier years. 

Hence, it was during this later period that the industry may have 
had some earnings from which to make respectable disbursements to 
stockholders. 

Instead, the airlines chose to plow back the bulk of their earnings 
into further expansion of properties. 

Yet, it is this husbanding of earnings instead of paying larger div- 
idends—made more noticeable by contrast with the general United 
States corporate experience—which has served as a deterrent to the 
airline industry’s attainment of a higher investment standing. 

This is the story of the comparative dividend payments made by us 
and by corporations. 

Now, some investment people will tell you, Mr. Chairman, that a 
growth industry like air transportation, in order to attract an equity 
investor, has to pay in the neighborhood of 40 percent. We got a 
little closer in the 10-year period than we did in the 5-year period; 
but this 5-year period in this instance is the period which is pointed to 
by those who would look into our rate levels, as the period of our 
greatest prosperity. 

I would like to show you another measure of the dividend payments 
made by the industry, and these are based, as they indicate, on a 
dividend yield on average market price. I believe it is the beginning 
and ending price, averaged out, of common stocks. 

Airline and others, 1946 to 1954—and here, especially, there are not 
only non—well, I would say all of these are regulated industries to 
some degree. 

The Cuarrman. Is that in here? 

Mr. Gewrrtz. Yes, sir. This is chart 23A, and it is in the older kit. 


Taste 23A.—Dividend yields as a percent of the average market prices of 
common stocks for airlines and other industries 
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Source: Moody’s Manual of Investments except for airline information which has been taken from 
Standard & Poor’s Industry Surveys. 


Here you find—and there is a table 23A connected with it—here you 
find the dividend yield on the average market price of airlines stock 
is just a little bit higher than that of insurance companies. And you 
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know, Mr. Chairman, the extent of conservatism with respect to divi- 
dend pay outs on the part of insurance companies. We are lower 
than the banks, we are lower than the utilities, the industrial averages, 
the telephone company, indeed, and even the railroads. 

And this is just another way of saying the same thing. 

The Board, I believe, submitted, during the course of some hearings 
before the Senate Commerce Committee, on page 771 of the hearings 
on S. 2647, a dollar-by-dollar, paeprlg-yean, breakdown of the divi- 
dend payments on common and preferred. 

I would also point out that in our previous chart, there were divi- 
dend payments during the 1946-49 period; even those were below the 
average that were paid out by others, but those represented disburse- 
ments entirely on preferred stocks outstanding which, of course, if 
you had not done that, the impairment of airline credit standing 
would have been almost unbelievable. 

Now we come, of course, in many respects to the $64 question : Where 
did we get our money from, and what did we do with it ? 

Because an analysis of this, what we call, in a sense, a preliminary 
summarized statement of application of funds covering the 10-year 
period, will reveal where these enormous profits have gone, if in fact 
they ever existed. 

Now, we propose to carry this preliminary study forward, but this 
study, to make this evaluation, we have analyzed the individual re- 
ports for all of the separate airlines comprising the domestie trunk 
carriers, for the past 10 years. 

This evaluation represents a financial accounting of the industry’s 
operation, with the figures speaking for themselves. 

This is table 27. It is a startling fact that during the past 10 years, 
$1,448 million has been poured into capital expenditures. That is 82.3 
percent of the total funds raised by the industry. 


OF FUNDS FROM ALL SOURCES — 
TIC TRUNKLINES 945-1955 





77632—57—pt. 1, vol. 344 
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TasLe 27.—Source and application of funds, domestic trunklines, 1946-55 


Cumulative 























amount | Percent 
Source of funds: Millions 
EE. cn cabnie cherie tcéeles tykvhagughetetinn elaine tin <tpieagbagiwa $285. 6 16.2 
IIE, ont ouinicantnniniertnrcaaiandkl»<wpriahese ones maeain Ss Sametime ee 699. 6 39. 8 
Daler ORE 5. bik ib cccdabodh bbibbde skid a tbh bad cbbbienokebdadssbebbrekat thik 161. 5 9.2 
OIE GUL 0... 6 i:n anpeiinaiine enn ue auhs mnie hciiiieaiaiiieaia tina aul tata iad 174.6 9.9 
Property retirements, amortization, spare parts, self-insurance, and other deferred 
Pi. cicucdndinnadgucsaieumesenls »ncuswodegupun these dake eundieewadee nena ken 438.0 249 
Weg ais, hi dihind ope bebddgoceidsndabididbethi db abhboabidhdvatsdiiesdichiobe 1, 759.3 100. 0 
Application of funds: } 
IE Ok. Mate wcupeteeiiiee eiebaiiniae semaine 1, 448. 0 82.3 
PRRGD a WEI, >. wn connageocasekace repscenstegeceobengeccondanians 81.8 4.6 
Increase in operating reserves, and deferred credits.............-....--.---.--.-.- 26 3 1.5 
ating antl». RN catch pbs oecicnini sia ailmanie eee Raveena aie 90 8 | &2 
DO, 63 LIE. id DS il Sain cedctatnoutedd 112.4 6.4 
OI ond nndnnadcudossdsundgwncckebedansuensdelessiuobaicanstledsostweaaeee 1, 759.3 100.0 


Source: CAB records and company reports. 


This represents primarily new aircraft, but includes, as well, ground 
equipment and related facilities necessary to form the scheduled 
domestic airline network as presently constituted ; again, 82.3 percent 
of our funds. 

These funds were derived from such sources as earnings, about 16 
percent; sale of additional stock; debt financing; and from internal 
sources generated by depreciation, property retirements, and other 
amortizations. 

These are set out, in some detail, on table No. 27, which follows 
chart No. 27. 

It is significant that only 5 percent of all the funds derived, 5.2 
percent, derived from these sources were utilized to pay dividends to 
stockholders. 

A large measure of these dividends, incidentally, had to be paid to 
preferred stockholders, and were virtually mandatory from a credit 
standpoint. 

While the airlines generated a large percentage of their funds from 
internal sources, this, too, is in keeping with sound corporate financial 
practice. 

It must be clearly kept in mind that it is frequently far more im- 
portant to ascertain the end utilization of corporate funds than their 
generation, in normal business practics. 

Internal generation of funds is the normal manner in which all 
industry finances much of its expansion. For example, in a recent 
survey of projected 1956 capital expenditures for United States cor- 

orations, the SEC found this requirement to reach a total of $35.5 
illion. However, internal sources are expected by the SEC to supply 
$25.5 billion of this amount, or 72 percent. 

These internal sources are rtained profits, depletion allowances plus 
rapid depreciation, and other amortization elements. 

All United States corporate financial development has followed this 
general practice. This is shown in table 28, which depicts there, not 
necessarily on precisely the same basis, but on a comparable basis, the 
use and sources of the funds of all United States corporations for the 
last 10 years. 
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TaBLE 28.—Use and sources of funds, all United States corporations, except 
banks and insurance companies, 1946-55 
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é Source: Department of Commerce based on Securities and Exchange Commission and other financial 
ata. 


This statement in table 28 was prepared by the Department of 
Commerce, and based on SEC and other financial data. 

While not comparable, as I indicated, with every element presented 
in our airlines statement, it nevertheless reveals all the pertinent 
factors as an effective guide to United States corporate financial ex- 
perience. 

On this basis, for industry as a whole, and this is all United States 
corporations, plant and equipment outlays consumed about 70 percent 
of all the funds made available. This compares to more than 82 per- 
cent expended by the airlines for like purposes. 

It is, therefore, obvious that large expenditures for equipment 
acquisition are not unusual in the growth of American industry. But 
the airlines: are forced to make relatively heavier expenditures for 
equipment because of (1) the rapid strides in the technological art; 
and (2) the obsolescence factor of our equipment, based upon what we 
consider to be our needs in the interest of the national defense, 

The airlines can hardly afford not to introduce the most efficient 
and economic aircraft and service. It is this practice, incidentally, 
referring to one of the —— you raised the other day, Mr. Maletz, 
which has made possible the absorption of increased operating costs 
while maintaining the lowest fare structure possible, so that broaden- 
ing air travel markets may be encouraged. 

Now we can look into the future, to 1966, based not on estimate but 
on fact, based:upon our own best estimates. 

Mr. Maerz. What chart is that, Mr. Gewirtz? 

Mr. Gewirtz. This is chart No. 23 in the original kit. I am sorry to 
be jumping around, but these new charts were, in a sense, later de- 
velopment, and we felt they would fit in more appropriately at the 
point at which we put them. 
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Taste 23.—Trends if domestic trunk and international investments in trans- 
portation operating property and equipment 


[All figures are thousands of dollars} 


Annual investment 


Cumulative 
total 


Domestic | International investment 


$74, 706 
52. 657 
36. 171 
69, 494 
28, 866 

4, 411 
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Source: Investment is compiled for 1946-55 from schedule A-6, form 41. 1956-66 were estimated by com- 
bining the following data: 

A. Investment for new aircraft and engines for 1956-61 were compiled from data submitted to Office of 
Defense Mobilization in applications for rapid depreciation. 1962-66 new aircraft and engines were esti- 
mated on a conservative replacement trend. 

B. For 1956-66 ground operating property and equipment was added in the same ratio to flight equipment 
as existed in 1946-55. 

C. For 1956-86 the value of modifications and improvements added to operating equipment in the air- 
lines’ own shops was added in the same ratio as existed in 1947-54. 


This is a trend of investment in airline operating property and 
equipment from 1946 to 1966. 

Here we find ourselves in 1946 with an investment in that year of 
about $220 million in terms of domestic. Now we are talking about 
domestic and international, scheduled trunk and international. We 
do not have in here some significant segments of the industry, segments 
where there is a tremendous amount of traffic potential to penetrate, 
and segments where the proper aircraft have not been developed. 

We refer there to the local-service airlines and the helicopter car- 
riers, and when they move into the green area here in terms of their 
prospective capital equipment, here again we would have another 
chart which would go off the top of the page. 

But just looking at scheduled Aad and international, from $220 
million spent in 1946 to a figure of close to $5.6 billion, where is it 
going to come from—earnings, depreciation, property retirement, sale 
of stock, debt financing, amortization ? 

All or most of these sources are in many respects, as I have indicated 
to the committee, related to earnings. The respectability of your 
earnings makes you respectable on the stock market. 

The respectability of your earnings makes it possible for you to be 
acquired by investment trusts and other fiduciaries, and they are the 
fellows that have got the money these days. 

Now, this constitutes not only an exercise in addition; this consti- 
tutes, along with it, some real problems. I refer here to an article of 
April 29, 1956, in the New York Times, by Richard Witkin, which I 
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would submit for the record. The article is headlined “Jet Age Plan- 
ning Worries Airlines; 600-Mile-per-Hour Craft Creating Problems 
of Noise, Traffic Control, and Facilities.” 

(The article referred to is on p. 2129.) 

And in the course of the article he refers to and discusses a CAA 
piece of paper which is referred to somewhat modestly and under- 
estimatedly as CAA Jet Age Planning—the 100 Problems. 

We would hope that there were only a hundred problems. There 
are many more, and in this area, with this kind of expenditure, we 
can look ahead to airport problems, noise problems, traffic-control 
problems, the load-factor problems we have talked about, the annual 
rate of capital turnover problems—all the things that make this 
industry different. 

We have talked about ourselves at some length, about the contri- 
butions that the industry has made, as the act requires that it make, 
to the foreign and domestic commerce, to the postal service, to the 
national defense. 

We have talked about the quantitative competition that has been 
developed by the Board since 1938, at least chronologically, but: essen- 
tially since 1946 when the industry started moving into a normal area 
of operation, even though that was dislocated to some extent by the 
World War. 

We have talked about the qualitative competition in the industry. 
We have talked about the inapplicability of the rate of return meas- 
ures that have been used, measures that don’t even agree with one 
another, within the same regulatory agency. 

We have talked about how we look to the investment community. 


We have talked about our equipment problems in the future. 

We feel that in many respects, since 1938—and we feel that this is 
the greatest index of our confidence in the American public and in 
progneee 7? feel that to a large measure we fulfilled our responsi- 

ility as those responsibilities are set out in the Civil Aeronautics 
Act of 1938. 
We think that Government has some See, Our responsi- 
2 


bilities have been to Government and to the public. Government has 
some responsibilities to us. 

One of the greatest is to provide the proper regulatory climate for 
our economic growth. If they do that, those commitments will not 
have been made frivolously, and the picture of air-transport progress 
in 1966 will permit our children, at least some of them, to look back 
on the year of 1956 as evidence of at least as much advance and 
development. 

I say this, Mr. Chairman, despite some of the things that have been 
said in this committee room with respect to the association and to the 
industry: That we are proud, indeed, of the progress that we have 
made since 1938 under the Civil Aeronautics Act enacted in that year. 

Thank you, sir. 

Mr. Harkins. Mr. Tipton, are you familiar with the American 
Aviation Publications, a group of publications relative to the airline 
industry? Are you familiar with that? 

Mr. Tieron. Yes. I read that magazine, the daily. 

Mr. Harxrns. This firm publishes Aviation Daily, does it not? 

Mr. Tieton. Yes. 
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Mr. Harxins. And does it not also publish the Official Airlines—— 

Mr. Tieton. Excuse me. I answered “yes” to your question as to 
whether they published Aviation Week. That is a McGraw Hill pub- 
lication, Aviation Week is. 

Mr. Harkins. Aviation Daily. 

Mr. Tieron. And American Aviation, the magazine they publish is 
American Aviation. 

Mr. Harkins. I see. And does American Aviation Publications 
publish Official Airlines Guide? 

Mr. Treron. Yes, they publish the Official Airlines Guide. 

The CHarrman. Excuse me. 

Mr. Gewirtz, did you want this Airlines Profitless Prosperity 
pamphlet to be placed in the record ? 

Mr. Gewtrtz. Yes, sir. 

The Cuarrman. That will be done, at the point where you concluded 
your formal presentation, together with the New York Times article 
to which you referred. 

Mr. Gewrrtz. Thank you, sir. 

The CHarrman. Go ahead. 

Mr. Harkins. Does ATA or the Air Traffic Conference have any 
arrangement with American Aviation Publications as to the content 
or organization of the Official Airlines Guide? 

Mr. Treron. Mr. Markham will answer that question. 

Mr. Marxnam. I don’t think there is any arrangement, Mr. Har- 
kins. The editors of the guide have on occasion asked the advice of 
the Air Traffic Conference as to arrangement of the contents in order 
to make it more useful for the purpose for which it is designed, that 
is, to provide the general public with complete and accurate informa- 
tion about airline schedules, routes, fares, and so forth. 

Mr. Harkins. Would those discussions include where, in the Offi- 
cial Airlines Guide, particular airlines or air service organizations 
would be indexed and listed ? 

Mr. Marxnam. My recollection is that on at least one occasion the 
publishers of the guide did ask for advice on the arrangement of the 
so-called listings of the various airlines. 

Mr. Harxrns. I see. 

Would it also include the content of the advertising that individual 
ee would be permitted to have placed in the Official Airlines 

uide? 

Mr. Marxuam. On the content of the individual advertising? 

Mr. Harkins. That is right. 

Mr. Marxuam. I have no recollection of any incident of that type. 

I might say that, as I understand the arrangement—and I am not 
too familiar with it—as I understand the arrangement, the airlines 
purchase space in the Guide; and normally, I think, they include in 
the space that they purchase, both what they call display advertising 
and so-called listings giving schedules, fare information, ticket office 
locations, and that sort of thing. 

Mr. Harkins. Ozark Air Lines, Inc., is a member of the ATA, is it 
not? 

Mr. Marxuam. That is right. 

Mr. Harkins. On February 10, 1953, a letter signed by C. L. Tabor, 
general traffic manager of Ozark Air Lines, was—the file does not show 
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to whom it was addressed, but it was attached to a letter to Mr. Robert 
R. Parrish, dated March 2, 1953. He is the managing editor of Official 
Air Lines Guide, is he not? 

Mr. Marxnam. That I don’t know. I assume, if that is the way he 
was addressed, he was at that time. 

Mr. Harxins. In any event, the letter from Ozark Air Lines states— 
it is discussing advertising in the Official Airlines Guide, and is dis- 
cussing the advertising of BACA—that is an air-taxi operator—and 
the po import of this letter is that Ozark is objecting to the listing 
of the taxi operator in the alphabetical index of the Guide, and the fact 
that he is permitted to advertise “with a display advertisement which 
makes no reference to his status as a taxi operator.” 

So at least in the documents the committee has, there is a reference 
= - content of advertising which is contained in the Official Airlines 

uide. 

Now, another letter dated July 31, 1952-—— 

Mr. Marxuam. Mr. Harkins, may I interrupt at that point? 

Mr. Harxrns. Yes, sir. 

Mr. Marxuam. I have a vague recollection of that incident. I am 
not sure that I remember the details. But as I recall, Ozark’s com- 
plaint was that the air-taxi operator was advertising scheduled serv- 
ice over Ozark’s line without indicating that it was an air-taxi operator. 

In other words, it was in its advertising representing itself as a 
scheduled operator. 

Mr. Harkins. Yes. And Ozark was complaining, both to ATA 
and to Mr. Parrish of the Official Airlines Guide, against this prac- 
tice, which he alleged was—which Ozark alleged was a misrepresenta- 
tion of BACA’s status, 

Mr. Marxuam. I think they were also complaining to the Civil 
Aeronautics Board, if my recollection is correct. 

Mr. Harxtns. The question I am particularly interested in refers 
to a statement in a letter dated July 31, 1952, from Ozark Air Lines, 
signed by C. L. Tabor, to Mr. C. C. Hubbard, assistant executive secre- 
tary, Air Traffic Conference of America. That statement is as follows: 

Ozark feels that American Aviation Publications has assumed an extremely 
fair attitude in placing much of their editorial policy in the hands of the Air 
Traffic Conference and we believe that the question of permitting BACA or simi- 
lar operators to purchase display space and also the question of recognition of 
this operator as an air-taxi service raise policy questions which should be con- 
sidered by the conference at its next meeting. 

Now, my first question is: Does the ATA or the Air Traffic Con- 
ference have an arrangement with American Aviation Publications 
under which much of the editorial policy of those publications is placed 
in the hands of the Air Traffic Conference? 

Mr. Marxuam. It does not and never has had within my experience. 
As a matter of fact, we have on occasion advised the publishers of 
American Aviation that since we were among the principal adver- 
tisers and the principal subscribers, we felt that we had a right to 
offer advice on occasion as to how to make the Guide more useful, but 
that we could not assume any responsibility for the ultimate decisions 
as to what was contained in the Guide. 

Mr. Gewrirtz. I would point out, Mr. Harkins, that at will find 
supplemental air-carrier schedules, and the advertising that goes with 
them, in the last two issues, I believe, of the Official Airlines Guide. 
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Mr. Harxtns, I am not asking about the listings in the Airlines 
Guide. Iam asking about any arrangement between ATA or the ATC 
concerning the policy, the editorial policy of American Aviation 
Publications, 

Mr. Marxuam. To the best of my knowledge, there has never been 
any such arrangement beyond what I have already described, that 
the airlines have on occasion offered advice to the publishers of that 
Guide as to how to make it more useful, and on occasion their advice 
has been solicited by the publisher. 

Mr. Harxtns. The publisher does solicit the Air Traffic Conference 
recommendations on problems of the nature we are discussing here, 
with respect to Ozark and BACA; does it not? 

Mr. Marxuam. On occasion, they have. There have been letters 
on such occasions. 

The principal relationship, as far as advice is concerned, is on 
questions of listing dates, deadlines for getting in material so that 
the publication can be kept up to date. 

Mr. Harkins. Now, do you think or is it your testimony that this 
statement here contained in this letter dated July 31, that— 

American Aviation Publications has assumed an extremely fair attitude of 
placing much of their editorial policy in the hands of the Air Traffic Conference— 
is that statement erroneous? 

Mr. Treron. May we see that letter? 

Mr. Harx«tns. Yes, sir. 

Mr. Treron. Am I reading the right sentence here when it says: 

Ozark feels that American Aviation Publications has assumed an extremely 
fair attitude in placing much of their editorial policy in the hands of the Air 
Traffic Conference. 

Is that the one you are referring to? 

Mr. Harxtns. That is the one I just read. 

Mr. Treron. And your question is whether that is a fair statement 
of the situation? 

Mr. Harkins. That is right. 

Mr. Tipron. There is no question about that being erroneous. 

Mr. Matetz. Why would the author of that letter make a statement 
like that, and that purports to be a statement of fact in 1952? 

Mr. Treron. I haven’t the faintest idea why he would make that 
statement. 

Mr. Matetz. This came from your file, Mr. Tipton. Did you or any 
official of your organization respond immediately and say, “Why, this 
is a completely false statement” ! 

Mr. Tipton. I don’t know that we did. That would not be the nor- 
mal thing to do. I take it in correspondence in the Air Transport 
Association, you have hundreds of airline people writing hundreds of 
statements, and it has never been my practice to correct misimpres- 
sions automatically, as you suggest. 

If you did that, you would be in a constant course of correspondence 
on such subjects. 

This is patently an erroneous statement. 

Mr. Harxrns. Will you turn to the document that is indicated by 
the tab sticking out, the next tab there? That is a letter from Mr. 
Parrish to the Air Traffic Conference, is it not? 

Mr. Treron. Yes. 

Mr. Harxrns. And in that letter-—— 
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Mr. Tieton. From Wayne Parrish to C. C. Hubbard, dated July 28, 
1952. 

Mr. Harxrns. Yes. And that letter indicates that Mr. Parrish is 
submitting this whole matter to the conference for their advice; is 
that not right ? 

Mr. Treron. That relates to the Official Aviation Guide. 

Mr. Harkins. That is right. I am talking about the Official Avia- 
tion Guide. 

Mr. Trrron. Is that what you are talking about? What this state- 
ment said was that the editorial policy of American Aviation 
Publications was in some respect influenced by the Air Transport 
Association. 

Mr. Harkins. That is right. 

Mr. Treron. And I quickly rejected that. 

Mr. Harxrns. You rejected that completely. 

Now I am going to the question of: is the editorial policy with 
respect to the content of the Aviation Guide, Official Airlines Guide, 
influenced in any way or left up to the Air Traffic Conference? And 
here is a letter from the editor to the Air Traffic Conference turning 
over this specific problem we have been talking about. 

Mr. Trrron. I think this bears out what Mr. Markham has just said, 
and I would turn, therefore, the answer to that question over to him. 

Mr. Markxuam. Mr. Parrish did ask for the advice of the conference 
on it. And my recollection is that the conference responded and sug- 
gested an arrangement of the guide which we thought would eliminate 
the type of confusion that Ozark thought had been created in this case. 

But we told them that it was purely advice, and that it was obviously 
a decision for them to make, and one for which we could assume no 
responsibility. 

don’t think there is any misunderstanding on Mr. Parrish’s part 
about any—— 

Mr. Harkins. Will you turn to the letter at the front of the file, the 
first letter. There is, I believe, in that letter, or the one underneath 
it, an indication that they were going to take it up at the Air Traffic 
Conference meeting. 

Will you look Reid your files and furnish to the committee 
any documents you have concerning discussion of this problem at a 
subsequent Air Traffic Conference meeting ? 

Mr. Marxuam. I will be glad to; and, unless my memory is at 
fault, there is a letter which Mr. Hubbard wrote to Mr. Parrish, 
advising him of the results of that discussion. We would be glad to 
furnish that, also. 

Mr. Harkins. I would like to have it. 

(Subsequently ATA submitted the following information :) 

An excerpt from the minutes of the meeting of the Air Traffic Conference on 
November 17-20, 1952, relating to display advertising in the Official Airline Guide 


and a copy of a letter dated December 11, 1952, from the Executive Secretary 
of the Air Traffic Conference to the publisher of the Official Airline Guide. 


Excerpts From MINUTES OF MEETING OF THE AIR TRAFFIC CONFERENCE OF AMERICA 
HELD NovEMBER 17-20, 1952 


9 and 10. Display advertising in Official Airline Guide by air tavi operators 
and advertising in Official Airline Guide by intrastate and miscellaneous 
operators 


The Conference directed the Executive Secretary to communicate with the 
publisher of the Official Airline Guide and suggest that listings in the guide be 
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divided into 8 sections, 1 to include an alphabetical listing of carriers holding 
certificates of public convenience and necessity or foreign air carrier permits, 
another to contain the listings of air taxi operators, as classified by the Civil 
Aeronautics Board, and the thira to include a listing of intrastate operators 
and other trunk-type carriers whose services are conducted either without 
authority from the Civil Aeronautics Board or under exemptions or letters of 
registration, and, if it is not regarded as feasible to divide the listings into 
8 classifications, to suggest that the latter 2 might be combined. 

The Executive Secretary was specifically instructed to make clear to the pub- 
lisher of the Guide that while the conference considers it appropriate to make 
suggestions and recommendations from time to time as to methods of increas- 
ing the utility of the Guide from the standpoint of the advertisers and subscribers, 
it does not and cannot. assume responsibility for the policies of the Guide or for 
the contents or format of the publication. 


DeECcEMBER 11, 1952. 


Mr. WAYNE W. ParrisH, 
Editor and Publisher, American Aviation Publications, 
Washington, D. C. 

Dear WAYNE: As you requested, the problem outlined in your letter of August 
12 was brought up for discussion at the recent meeting of the Air Traffic Con- 
ference. It was suggested that perhaps the best way to avoid confusion would 
be to divide the listings into three sections. One section could include an alpha- 
betical listing of carriers holding certificates of public convenience and neces- 
sity or foreign air carrier permits issued by the Civil Aeronautics Board. An- 
other section might contain the listings of air taxi operators, as classified by the 
Civil Aeronautics Board, and the third section could list intrastate operators and 
other trunk-type operators whose services are conducted pursuant to exemptions 
or letters of registration issued by the Civil Aeronautics Board, or otherwise. If 
it is not feasible to break the listings down into 3 classifications, the latter 2 
might be combined. The conference asked me to pass this suggestion on to you 
for your consideration. 

The conference also instructed me to emphasize again that it does not presume 
to direct or dictate the editorial or any other policy of the Guide, and that it has 
not intended to, and indeed cannot, assume responsibility for your policies in 
connection with its publication. Inasmuch as the conference includes a large 
number of your advertisers and subscribers, it has felt at liberty from time to 
time to make suggestions and observations which, in the opinion of the confer- 
ence members, would include the Guide’s utility from the advertisers’ and users’ 
standpoint. It should be understood, however, that the conference has not 
in the past, and does not now, intend to go beyond the point of making suggestions 
and observations for your consideration. 

I trust that this informal expression of the views of the conference members 
will be of some assistance to you in reaching a solution of the problem outlined 
in your August 12 letter. 


Sincerely yours, 
C. C. HUBBARD, 


Ezecutive Secretary. 


Mr. Maerz. Mr. Tipton, do you have any idea as to how the author 
of that letter which we have been discussing, could possibly have 
received such an erroneous idea ? 

Mr. Treron. I have not. 

Mr. Harkins. Does the Air Traffic Conference discuss with the 
editors of American Aviation Publications anything on the content, 
or in the Aviation Daily any of the articles appearing in Aviation 
Daily? Do you have a sinnilat working arrangement ? 

Mr. Marxuam. We do not. We are at times interviewed, in the 
same way that everybody is interviewed, by a reporter from various 
publications. 

The Cuarrman. That will terminate your testimony. 

You may offer any documents that you care to. I mean, those 
documents that have been referred to will be offered in the record; 
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and any documents you care to offer, you might submit to counsel. so 
that they can be offered in the record. 

(The Ozark Air Lines correspondence referred to in the examina- 
tion is as follows :) 


Ozark Arr LINES, 
St. Louis, Mo., March 3, 1958. 
Mr. C. C. Husparp, 
Evecutive Secretary, Air Trafic Conference of America, 
Washington, D.C. 


Deak Mr. Hussarp: We are more than glad to enclose a copy of our letter 
dated February 10 which was sent to the traffic department of each of the 
local service carriers. We are also enclosing a copy of our letter sent today to 
Robert Parrish of the official Guide. 

At this time we are undecided whether to place this matter on the conference 
meeting agenda in April or not. If we choose to do so we will advise you. 

We will keep you advised of our continued activities in attempting to get 
some control of these operators. 

Very truly yours, 
C. L. Tasor, General Trafic Manager. 


OzarK Arr Lines, INC., 
March 2, 1958. 
Mr, Rosert R. PARRISH, 
Managing Editor, Oficial Airline Guide, 
Chicago, Ill. 


Dear Mr. ParrisH: Thanks for your letter of February 25, and particularly 
for the copy of your letter to John Lindsay. 

Our apologies for not giving you a copy of the form letter referred to by Mr, 
Lindsay. This was an oversight on our part. We are enclosing two copies of the 
letter which was sent to the traffic officer of each local service carrier. 

Our interest in this matter has been again sharpened today by receipt of news 
clippings indieating the intention of another taxi service to operate on schedule 
between Peoria and Chicago. We are also checking the renewal of the intentions 
of an operator at Danville, Ill, to start operating to Chicago. If these people 
have contacted you we would appreciate any information you can give us on them, 

This schedule bug seems to be more active at this season than the flu virus 
and we still believe that it will be more infectious. 

Please appreciate that Ozark realizes fully the position of the Guide in this 
whole matter. However, we do know that the operators are getting interline 
business solely because of the Guide listing as a scheduled carrier. Relegation 
to the section set up for taxi operators will help to correct this. 

Thanks for your cooperation and consideration. 

Very truly yours, 
C. L, Tasor, 
General Traffic Manager. 


Ozark Arr Lines, INo., 
St. Louis, Mo., February 10,1958. 


Dear Sir: We would like to bring you up to date on a situation which we 
believe can become of vital concern to the local service carriers if action is not 
taken to prevent its spread and increase. This matter was discussed briefly at 
the November meeting of the Air Traffic Conference. 

We are enclosing with this letter a folder published by an air taxi operator 
and we call to your attention the advertising on page 123 of the February 
Official Airlines Guide. This is another air taxioperator. At the bottom of page 
430 of the same Guide is still another operator who, for the present, is adver- 
tising in the section allotted to air taxi operators but who is attempting to secure 
display space in the alphabetical section of the Guide. 

You will notice that all of these operators are using St. Louis as at least one 
terminal of their operations and that none of them refer to themselves as air taxi 
operators but rather either state that they are a scheduled airline or imply that 
such is the case. Since each of them operates into St. Louis we have had an 
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opportunity to observe their operation at close range. Not one of them main- 
tains its schedules. Not one of them operates a scheduled flight unless an advance 
reservation has been made. However, no mention of this is made in any of the 
advertising. 

-In our travels about the country we have talked to ticket counter personnel of 
different airlines and questioned them about air service between St. Louis and 
Columbia, Mo. While we have not tabulated the result, it is our opinion that 
more of the agents are aware of the operation of the air taxi operators than are 
cognizant of the fact that Ozark Air Lines is the scheduled airline between these 
points. Perhaps Ozark is at fault in this ignorance, but we believe that a great 
part of it is the result of the listing of the taxi operator in the alphabetical index 
of the Guide and the fact that he is permitted to advertise with a display adver- 
tisement which makes no reference to his status as a taxi operator. 

As you are undoubtedly aware, these operators function under the provisions 
of part 298 of the Economic Regulations which permits the operation of an 
air-taxi service between any two points without regard to frequency of operation 
so long as the gross weight of the aircraft used is 12,500 pounds or less. The 
public release put out with this regulation indicates that the intent of the Board 
was to relieve “small irregulars” of certain bookkeeping and reporting regula- 
tions previously imposed on them, and to allow them to operate from major 
terminals to communities not served by regularly scheduled air service. It does 
appear from this release that it was the intent of the Board to permit a sched- 
uled operation or to permit competition with CAB certificated air carriers. 
The Board did mention that it felt that a single engine airplane could offer little 
or no competition to the larger aircraft used by the airlines. If the passenger 
figures claimed by one of our St. Louis tax operators are true, this latter opinion 
might be questioned. 

One of the provisions of the part 298 is that these operators are exempt from 
many parts of the Civil Aeronautics Act and the Economic Regulations. One of 
these parts is the filing of reports and another is that requiring approval of 
mergers, consolidations, etc. Should these operations be in any way successful 
we raise the question of the economic danger to our business should they begin 
mergers and consolidations. 

We have been advised by the National Air Taxi Conference that other operators 
have adopted the practice of publishing schedules. None outside of St. Louis 
have come to our attention. If there are any in your immediate area we would 
greatly appreciate receiving copies of their time tables. The National Air Taxi 
Conference has taken exception to our recent action in which we joined the Air 
Taxi Service Agreement with the provision that the taxi operators publishing 
schedules will not be recognized by Ozark Air Lines. We are requesting that 
you give consideration to similar exclusion of any operator who does not recog- 
nize that a taxi cannot operate on schedule. 

We are also requesting that you give consideration to addressing a request to 
the Official Airline Guide that all air-taxi operators be placed in a separate 
section, plainly labeled, to show the type of operation conducted by them so that 
such misleading information as appears on page 123 of the February guide can 
be eliminated. Please copy us in on your letter. 

We also request that you bulletinize your agents to be sure that they are famil- 
iar with the Air Taxi Service Agreement and the fact that tickets cannot be issued 
on taxi operators, as is being done by many carriers at present. Exchange 
orders should be used for this purpose. 

Your consideration in this matter and any comments that you might have 
concerning the problem of the “scheduled” taxi operators will be appreciated. 

Very truly yours, 
C. L. Tasor, General Traffie Manager. 


Fesrvary 26, 1953. 
Mr, C. L. Tasor, 


General Traffic Manager, Ozark Air Lines, Inc., St, Louis, Mo. 

Dear MR. Tasor: We are in receipt of a copy of John Lindsay's letter of 
February 19, addressed to Robert R. Parrish, Official Airline Guide, in which he 
referred to a form letter written by you dated February 10 on the subject of 
members of the National Air Taxi Conference stepping out of bounds by pub- 
lishing schedules which are not schedules, and making claims which you believe 
are misrepresentations. 
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We failed to receive a copy of this February 10 form letter. If we were sup- 
posed to have received a copy, would you please send one along to us. 
Sincerely, 
Cc. C. Husparp, 
Vice President, Traffic Executive Secretary. 


FEBRUARY 20, 1953. 
Mr. JoHN D. Linpsay, 
Manager of Trafic and Sales, 
Frontier Airlines, Stapleton Airfield, Denver, Colo. 


Dear Mr. Linpsay: Thank you for your letter of February 19 commenting upon 
the arguments set forth by Mr. C. L. Tabor in his form letter of February 10 on 
the subject of members of the National Air Taxi Conference stepping out of 
bounds by publishing schedules which are not schedules and making claims which 
are misrepresentations. 

Although we are apparently the storm center of this controversy, we were 
not aware of Mr. Tabor’s letter and we are writing to him for a copy if it is 
available to us. 

Undoubtedly Mr. Tabor makes reference to BACA’s operations and their alpha- 
betical page listing in the guide. When BACA first applied for admission to the 
guide we recognized that certain problems would arise and approached the ATO 
on the matter. At that time it was decided, throuch the favorable opinion of the 
late M. F. Redfern, to allow BACA to enter the Guide in alphabetical sequence. 
Since that time Ozark has waged a battle for their removal for practices which 
may be of questionable nature. 

Last November we approached ATC with a request for a definite stand on the 
‘mattér and received in reply a carefully worded letter setting forth some sug- 
gestions for handling of the air taxi operators, nonskeds, and related carriers. 
“We have studied these suggestions and within a few weeks should have a pro- 
posal drafted to present to all ATC members. It will, I hope, be a satisfactory 
compromise which can be acceptable to everyone concerned. Very briefly, the 
proposal will be to follow the ATC suggestion (with some modifications) of seg- 
regating various categories of carriers into separate sections, de.ining each group 
of carriers for what they actually are. 

Thanks for your comments; it was nice hearing from you. We hope that this 
letter and our subsequent proposal will convince you of our awareness of the 
problem and our sincere desire to treat it with fairness to all. 

Very truly yours, 
Rosert R. ParkisH, 
Managing Editor. 


FEBRUARY 19, 1953. 
‘Ropert R. ParrisH, 
Managing Editor, Oficial Airline Guide, 
Chicago, Iu. 

Dear Mr. ParkIsH: We feel quite strongly in support of the arguments pre- 
sented by Mr. Tabor of Ozark in his form letter of February 10 on the subject of 
members of the National Air Taxi Conference stepping out of bounds by pub- 
lishing schedules which are not schedules and making claims which are mis- 
representations. 

If the occurrence of such practices continues and broadens, the industry will 
have to again change the name of the Official Airline Guide and call it what it is, 
and then turn around and publish a new Airline Guide. This may seem like a 
ridiculous assumption but I am sure you have seen the counterpart of this situa- 
tion many times before. 

Ozark, and others, are suffering a doublecross of the purpose intended. Fur- 
thermore, it is no secret to anyone in the industry. It is surprising that a large 
part of the industry, who ostensibly support the annihilation of such practices, 
actually help pull the wool over their own eyes, and as a result the disease 
flourishes. 

Frontier is not bothered much with this problem, but we could be, and we could 
be hollering pretty loud about it, as we did when a particular charter-taxi operator 
with a counter in the Denver Terminal actively solicited airline passengers in the 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2115 


lobby and up and down in front of the airline ticket counters. Evidently he, too, 
could have published a schedule and bought a display ad in the Airline Guide. 
Yours very truly, 
FRONTIER AIRLINES, Inc., 
Joun D. LInpsAy, 
Manager of Trafic and Sales. 


Avaust 4, 1952. 
Mr. C. L. Tasor, 
General Traffic Manager, 
Ozark Air Lines, Inc., 
St. Louis, Mo. 


Dear Mr. Tasor: This will acknowledge and thank you for your letter of 
July 31 with reference to the advertising of BACA Airlines in the Official Airline 
Gui'te. 

This matter will be placed on the agenda for the November meeting of the 
Air Traffic Conference. 

Sincerely, 
C. C. Husrarp, 
Assistant Vice President, Traffic; Assistant Executive Secretary. 


Sr. Louts, Mo., July $1, 1952. 
Mr. C. C. HUBBARD, 
Assistant Executive Secretary, Air Traffic Conference of America, 
Washington, D. C. 


DeaR Mr. Husparp: On July 3 we wrote you in regard to the air taxi agree- 
ment and with particular reference to BACA Airlines. We enclosed with this 
letter a copy of a file Ozark has made with the Civil Aeronautics Board in regard 
to this operator. 

We have just completed an exchange of correspondence with Wayne Parrish 
with reference to the display ad taken by BACA in the Official Airline Guide 
and it is Mr. Parrish’s suggestion that we bring the question of permitting BACA 
to purchase display space in the Guide to the attention of the conference. 
Ozark feels that American Aviation Publications has assumed an extremely 
fair attitu'e in placing much of their editorial policy in the hands of the Air 
Traffic Conference and we believe that the question of permitting BACA or 
similar operators to purchase display space and also the question of recognition 
of this operator as an air taxi service raise policy questions which should be 
considered by the conference at its next meeting. 

We are therefore requesting that these topics be placed on the agenda for 
the ne« t meeting of the conference. 

Very truly yours, 
OzarK Arr Lines, INC., 
C. L. Tasor, 
General Traffic Manager. 


JuLty 31, 1952. 
Mr. Wayne W. ParrisuH, 
American Aviation Publications, 
Washington, D. C. 

Dear WAYNE: Thank you very much for your letter of July 28, advising of 
the complaint received from Ozark Air Lines about the display space used by 
BACA Airlines in alphabetical! order in the Guide. 

We will take steps to resolve this issue when we hear from Ozark. 

Best personal regards. 

Sincerely, 
Cc. C. Hussarp, 
Assistant Vice President, Traffic; Assistant Executive Secretary. 


Juty 28, 1952. 
Mr. C. C. Hupparp, 
Acting Secretary, Air Traffic Conference of America, 
Washington, D. C. 
Dear CuvucKk: Ozark Air Lines has complained to us about our giving BACA 
Airlines a half-page display space in alphabetical order in the Guide. 
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BACA was given this space after repeated pleas and after Mr. Redfern had 
given his O. K. Ozark seems to have quite a few reasons why it feels strongly 
that BACA should be kept in the rear of the book along with other members of 
NATC. 

I have advised Mr. Henry Sweezy, Ozark traffic manager, that he should 
write his complaint to you and that if you didn’t wish to render a decision, you 
could place it on the agenda for thé next Air Traffic Conference meeting. 

I also gave Mr. Sweezy the background to the case. 

BACA put up quite a plea at the time and it was my understanding that the 
trunklines rather encouraged the service and cooperated with BACA. But 
Ozark seems to have strong feelings to the contrary. 

The chief issue seems to be the two points of Columbia and Jefferson City, Mo., 
and Ovark is certificated into the latter but there is no adequate airport available. 
Also that BACA uses single-engined airplanes and is holding itself out as being 
scheduled when, in fact, it is a go-show service that doesn’t operate without 
a passenger. 

In due course I believe you will hear from Mr. Sweezy.. It is immaterial to us, 
of course, where BACA is placed in the Guide. Prior to being given display space 
it was listed in the NATC section. 

Sincerely, 
WAYNE W. ParrisH, 
Editor and Publisher. 


Sr. Lous, Mo., July 3, 1952. 
Mr. C. C. Husparp, 
Assistant Executive Secretary, 
Air Traffic Conference of America, Washington, D. C. 


Dear Mr. Hussarpd: We have before us the revised air taxi agreement and 
we feel that Ozark can benefit from signing the agreement. However, before 
becoming a party to the agreement, we would like to bring to your attention 
the activities of one of the presently certificated air taxi operators. 

This operator calling itself BACA Airlines has its general offices in Jefferson 
City, Mo. Jefferson City is a certificated point on Ozark’s segment 6 and we have 
been unable to serve the city because of an inadequate airport. In various 
proceedings before the Civil Aeronautics Board, Ozark has sought to serve 
Columbia, Mo. in lieu of Jefferson City on this segment and also to serve Colum- 
bia as an intermediate point on a new segment between St. Louis and Kansas 
City. BACA also has on file applications for certificates authorizing these and 
other routes. It is also a party to the air taxi agreement and uses this as the 
basis for the acceptance of interstate passengers through reservations made with 
the airlines at St. Louis and Kansas City. However, BACA does not operate as 
an air taxi operator but holds out to the public, both in printed timetables and by 
snace in the Official Airline Guide of July, page 113, that it is a scheduled airline. 
Ozark Air Lines believes that this operator is using its privileges as an air taxi 
operator as a means of placing itself in the interstate business as a scheduled 
air carrier. If this is the case, it is clearly using its air taxi permit as a means 
of attempting to avoid the provisions of the Civil Aeronautics Act. 

We are attaching a copy of Ozark’s reply to BACA’s request for intervention 
in our applications for service to Columbia. This reply points out to the Board 
that Ozark questions the legality of some of BACA’s practices. We are bringing 
this to your attention to question the desirability of continuing to recognize 
this operator as a party to the air taxi service agreement. 

Very truly yours, 
OzarK Arr Lings, IN¢., 
C. L. Tasor, 
General Traffic Manager. 


BEFORE THE CIVIL AERONAUTICS BOARD 
Docket No. 5548 


IN THE MATTER OF THE APPLICATION OF BACA AIRLINES FOR AN ORDER EXEMPTING 
THEM FROM THE PROVISIONS OF SECTION 298.2 (a) OF THE ECONOMIC REGULA- 
TIONS, SO AS TO PERMIT THEM TO UTILIZE THE NAME oF “BACA AIRLINES” IN 
CONNECTION WITH AIR TRANSPORTATION Services THAT THEY ARE OFFERING TO 
THE PUBLIC 
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APPLICATION OF OZARK AIR LINES, INC., FOR LEAVE TO INTERVENE 


To the Civil Aeronautics Board: 


BACA Airlines (hereinafter referred to as “BACA’’), has filed an Application 
for an order exempting it from provisions of Section 298.2 (a) of the Economic 
Regulations to permit it to utilize the name of “BACA Airlines.” 

The application of BACA, although dated April 21, 1952 was served on Ozark 
Air Lines, Inc. (hereinafter referred to as “Ozark”) by regular mail postmarked 
June 16, 1952. Ozark, therefore, promptly files this application for leave to inter- 
vene and objects to BACA’s application. Ozark represents that its interests 
and objections may not be adequately represented by the existing parties in this 
proceeding; that it has a property and financial interest in this proceeding by 
reason of the area involved; and there is no other means whereby Ozark’s 
interest may be protected. 

Section 298.2 (a) (3) states that Air Taxi Operators shall be exempted from 
the provisions of Title IV of the Civil Aeronautics Act of 1938, as amended, 
provided they do not utilize, in connection with air transportation service offered, 
the word “airline” or indicate by name or otherwise that they are any “air- 
line,” “airlines,” or “airways.” 

Ozark objects to BACA utilizing the name “Airlines” for the following reasons: 

1. BACA holds itself out to the public as conducting daily scheduled flights 
between Kansas City, Jefferson City, Columbia, and St. Louis, Missouri, with 
single- and twin-engine aircraft ; and 

2. BACA advertises that it will handle reservations anywhere a person desires 
to travel; and 

38. BACA advertises that any airline ticket office in the country can be con- 
tacted fur information and reservations on its route ; and 

4, BACA advertises as “Certificated Air Carrier No. 5-254,” whereas, in reality, 
this is merely the number of a nonscheduled operating certificate issued by the 
Fifth Region Civil Aeronautics Administration. Ozark believes such practice is 
deceptive, misleading, and violates Section 404 (b) of the Act. 

5. In Docket No. 5568, BACA, in its Answer to the Application in that Docket 
(paragraph I of Answer), judges its operation by use of the frequency of flights 
of large irregular air carriers to affirm that it is a scheduled air carrier. Also, 
(paragraph I of Answer), BACA states that its advertisement in /he Official 
Airline Guide appears under the heading of Air Taxi Operators through no choice 
of its own, and by innuendo denies that it is an air taxi operator. Ozark was 
notitied by the Air Transport Association that BACA had filed counterparts of 
the Air Taxi Service Agreement and that such Agreement would become effective 
June 19, 1951. 

In operating a scheduled service, although listed as a member of the National 
Air Taxi Conference, it is believed that BACA also violates Section 298.7 of the 
Economic Regulations. 

6. Ozark believes that BACA is engaging in interstate air transportation within 
the meaning of the definition of that term as set forth under Title I of the Act. 
In its Answer (Docket 5568) BACA appends certain statistics which indicate 
(Appendix A) “the total value of tickets sold for large airlines” and “percent 
of traffic to large airlines” and (Appendix B), “percent of traffic to and from 
large carriers” and “amount of ticket sales by BACA for large carriers” which 
clearly indicate that BACA is deliberately fostering the carriage of persons in 
interstate air transportation, particularly when it denies that it is an air taxi 
operator. 

7. Ozark believes that BACA has not used the name “Airlines” for a sufficient 
period that the prohibition against the use of the name would subject it to loss 
of business and income, nor does Ozark believe that the allegations in paragraph 
VI of BACA’s application are valid since Appendix A of BACA’s Answer in 
Docket No. 5568 indicates that the total advertising expense that they had had 
in 1950 and 1951 amounts to $369.59. 

Wherefore Ozark Air Lines, Inc., respectfully requests the Board to grant it 
leave to intervene in this proceeding and that it prohibit BACA Airlines from use 
of the word “Airlines” in its name; and that it takes such appropriate further 
action as it may deem proper in view of the facts set forth herein and in BACA’s 
Answer in Docket No. 5568. 

County of St. Louis, ss: 
Ozark Arr LINES, INC., 
LADDIE HAMILTON, 
President. 
77632—57—pt. 1, vol. 3 45 
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VERIFICATION 
STATE OF MIssouRI, 
County of St. Louis, 8s: 


Laddie Hamilton, president, being duly sworn, deposes and says that he is the 
Chief Eaecutive of Ozark Air Lines, Inc. He deposes and says that he has read 
and is familiar with the contents of the foregoing application; that he intends 
and desires that the Board shall place complete reliance upon the accuracy of 
each and every statement therein contained; that he is familiar with the facts 
therein set fourth; that to the best of his information and belief, every statement 
contained in this Application is true and no statement is misleading. 

LapbI£ HAMILTON. 

Subscribed and sworn to before me this 26th day of June 1952. 

D. EILEEN DUGGAN, 
Notary Public. 
My commission expires February 6, 1956. 





Avcust 3, 1951. 
Mr. G. O. THORNLEY, 
Director, Traffic Agreements, Trans World Airlines, Inc., 
New York, N. Y. 

Dear GeorGe: With reference to your letter of July 31 regarding BACA Air- 
lines, | am enclosing a copy of letter recently sent them. Perhaps you might 
also wish tu refer them to Bob Northington. 

Sincerely, 
M. F. REDFERN, 
Vice President, Traffic, Brecutive Secretary. 


JULY 16, 1951. 
Mr. J. RayMOoND BRUMMET, 
President, BACA Airlines, 
Jefferson City, Mo. 

Dear Mr. BRUMMET: On June 26 I received a letter from the American Aviation 
Publications in which they advised that you wished to purchase display in 
the Official Airline Guide. I advised them that in view of the fact that you were 
a member of the National Air Taxi Conference that any listing which you 
had should be taken out under the Air Taxi Operator section. 

As a member of the National Air Taxi Conference I think the decision as to 
display space advertisting should rest with them rather than with us, since 
their jurisdiction extends to your membership. 

I suggest therefore that you write to Mr. Robert Northington, president of 
NATC and ask that he obtain a ruling in this connection from his executive 
committee. 

Sincerely, 
M. F. REepFern, 
Vice President, Traffic, Executive Secretary. 


TRANS WorLD AIRLINES, INC., 
New York, N. Y., July 31, 1951. 
Mr. M. F. RepFern, 
Erecutive Secretary, Air Traffic Conference of America, 
Washington, D. C. 
Dear Rep: Attached is a copy of a letter which we have received from National 
Air Taxi operator BACA Airlines. 
Will you kindly inform us concerning the matter in order that we may take 
the proner position in making a reply to Mr. Brummet. 
Very truly yours, 
G. O. THORNLEY, 
Director, Traffic Agreements. 
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JEFFERSON City, Mo., July 6, 1951. 
Mr. E. O. Cocke, 
Vice President, Sales, General Traffic and Sales Office, 
Trans World Airlines, New York, N. Y. 


Dear Mr. Cocke: We have in recent weeks attempted to purchase display 
space in the airline traffic guide in our National Air Taxi Conference section. It 
seems, however, that through misunderstanding we have been unable to complete 
these arrangements. 

We would like to briefly outline BACA Airlines’ history and what we are 
doing is of a direct aid to you in your department. BACA Airlines is the trade- 
mark of a small certificated Air Taxi Conference carrier. We have operated 
our air taxi service for more than 1 year from Jefferson City and Columbia, Mo., 
to the airline terminals of Kansas City and St. Louis. We have devised pre- 
arranged departure times from the St. Louis and Kansas City terminals on a “no 
show, no go” basis. In order to do this, our aircraft depart only by advance reser- 
vation and on our advertised times. 

We have sold space to our passengers on the large carriers out of the St. Louis 
and Kansas City terminals in the amount of anproximately $12000 during our 
first year; 90 percent of these people would have made their entire trip by 
train if BACA’s air taxi service had not been available. We have made 80 per- 
cent of these reservations by long distance telephone calls at our expense. In 
return, the large air carriers are supposed to furnish their passengers with our 
air taxi information. 

We have done the following two things in order to provide a better service 
to the airlines: (1) we have established definite departure times from St. Louis 
and Kansas City to Jefferson City and Columbia; (2) we have also cut our char- 
ter fare by one-half in order that this service would reach a greater number of 
people. We furnish air taxi service to your airline passenzers recardless of 
whether there may be 1 or 3 passengers who wish the service, and each passenger 
pays only for his individual seat. It would be impossible for us to operate this 
reduced charter fare unless we departed on prearranged times so that we m'ght 
draw 1 passenger from TWA and 1 passenger from some other airline. Every 
large airline ticket office in the country will handle our advertising folders; 
however, a firm as small as we are finds that it is next to impossible to furnish 
this amount of pamphlets, as we have during the past year distributed over 
70,000 pamphlets and have barely scratched the surface. 

It would greatly benefit us and would also provide air taxi information to 
the large airlines everywhere if we could be permitted to utilize display space as 
an air taxi carrier on our air taxi pages of the guide. One of our greatest 
problems to date has been the lack of sufficient information throughout the air- 
line system on air taxi service. This would gratify the entire setup and enable 
any airline emnloyee anywhere to arrange air taxi service for their customers. 
We feel sure that the representatives of all maior airline in both Kansas City 
and St. Louis would give their heartiest approval to this tyne of arranzement; 
and we are asking yon to intervene in our behalf with Mr. M. F. Redfern in order 
that we might accomplish this project. 

Very truly yours, 
BACA AIRLINES, 
J. RAYMOND BRuMMET, 
President. 


Mr. J. RaymMonp BRuMMET, 
President, BACA Airlines, 
Memorial Airport, Jefferson City, Mo. 


Dear Mr. BrumMMET: On June 261 received a letter from the American Aviation 
Publications in which they advised that you wished to purchase display space in 
the Official Airlines Guide. I advised them that in view of the fact that you were 
a member of the National Air Taxi Conference, that any listing which you had 
should be taken out under the Air Taxi Operator section. 

As a member of the National Air Taxi Conference, I think the decision as to 
display space advertising should rest with them rather than with us, since their 
jurisdiction extends to your membership. 
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I suggest, therefore, that you write to Mr. Robert Worthington, president of 
NATC, and ask that he obtain a ruling in this connection from his executive 
committee. 

Sincerely, 
M. F. REDFERN, 
Vice President, Traffic; Executive Secretary. 


JULY 6, 1951. 
Mr. M. F. REDFERN, 
Secretary, Air Transport Association, Washington, D.C. 

Dear Mr. RepFERN: We have in recent weeks attempted to purchase display 
space in the airline traffic guide in our National Air Taxi Conference section. It 
seems, however, that through misunderstanding we have been unable to complete 
these arrangements, 

We would like to briefly outline BACA Airlines’ history and what we are doing 
is of a direct aid to you. BACA Airlines is the trademark of a small certificated 
Air Taxi Conference carrier. We have operated our air taxi service for more 
than 1 year from Jefferson City and Columbia, Mo., to the airline terminals of 
Kansas City and St. Louis. We have devised prearranged departure times from 
the St. Louis and Kansas City terminals on a “no show, no go” basis. In order 
to do this, our aircraft depart only by advance reservation and on our advertised 
times. 

We have sold space to our passengers on the large carriers out of the St. Louis 
and Kansas City terminals in the amount of approximately $12,000 during our 
first year; 90 percent of these people would have made their trip by train over 
the entire route if BACA’s air taxi service had not been available. We have made 
80 percent of these reservations by long-distance telephone calls at our expense. 
In return, the large air carriers are supposed to furnish their passengers with 
our air taxi information. 

We have done the following two things in order to provide a better service to 
the airlines: (1) We have established definite departure times from St. Louis 
and Kansas City to Jefferson City and Columbia ; (2) we have also cut our charter 
fare by one-half in order that this service would reach a greater number of peo- 
ple. We furnish air-taxi service to your airline passengers regardless of whether 
there may be 1 or 3 passengers who wish the service, and each passenger pays 
only for his individual seat. It would be impossible fur us to operate this reduced 
charter fare unless we departed on prearranged times so that we might draw 
passengers from various airlines whose flights are convenient with our schedule. 
Every large airline ticket office in the country will handle our advertising folders; 
however, a firm as small as we are finds that it is next to impossible to furnish 
this amount of pamphlets, as we have during the past year distributed over 
70,000 pamphlets and have barely scratched the surface. 

It would greatly benefit us and would also provide air-taxi information to the 
large airlines everywhere if we could be permitted to utilize display space as an 
air-taxi carrier on our air-taxi pages of the guide. One of our greatest problems 
to date has been the lack of sufficient information throughout the airline system 
on air-taxi service. This would gratify the entire setup and enable any airline 
employee anywhere to arrange air-taxi service for their customers. We feel sure 
that the representatives of all major airlines in both Kansas City and St. Louis 
would give their heartiest approval to this type of arrangement. We are the 
bottom rung of the airline industry. We are the people who feed to large termi- 
nals from towns too small to have airline service. We know that we are diffusing 
new business and new passengers for the large airlines, We have been accepted 
by your association as bona fide carriers. Our agreements state that our air- 
taxi information shall be given to the people by your members. We are not ask- 
ing to be listed with your scheduled airlines but to be listed on our own pages. 
Therefore, we feel that our request is fair and just and for the good of the airline 
industry as a whole. 

We hope that through this letter we have clarified the situation to you com- 
pletely, and we ask that our request be granted. 

Very truly yours, 


BACA ATRIINES, 
J. RayMonpD BrumMet, President. 
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JUNE 28, 1951. 
Mr. WAYNE W. ParrisH, 
Editor and Publisher, American Aviation Publications, 
Washington, D. C. 

Dear WAYNE: Thanks very much for your letter of June 26 enclosing a letter 
from BACA and proposed copy. BACA letter and proposed copy returned here- 
with, 

This type operation should only be listed under “Air taxi operators.” 

Sincerely, 
M. F. REDFERN, 
Vice President, Traffic Executive Secretary. 


JUNE 26, 1951. 
Mr. M. F. REpDFERN, 
Vice President, Air Transport Association, Washington, D. C. 


DeEaR Rep: Attached is letter and proposed copy from BACA Airlines. 
d a you will note, BACA wants display space in the air taxi section of the 

uide. 

So far as I can see, BACA, although a member of NATC, is actually an intra- 
state operator. This rules out display listings. 

However, I thought you might want to look this over and rule specifically. 

Please return the BACA letter and the proposed copy. 

Sincerely, 
WAYNE W. ParrisH, 
Editor and Publisher. 


Mr. Treron. Mr. Chairman, I was just going to request permission 
of you to submit, at the conclusion of our testimony, a memorandum 


of summary. We have been privileged to be before the committee on 
several days, and our testimony has varied from one subject to another, 
and we think it would be useful to the committee, and it a 


would be to us, if we could file at this point a memorandum whic 
would summarize our testimony. 

The CHatrman. I think that would be a good idea, because the 
testimony has been fragmentary. You could knit it all together. 

Mr. Tieton. Thank you, sir. 

(The Fortune article referred to is as follows :) 


Tue AIRLINES’ FLIGHT From REALITY 


By Dero A. Saunders 


Each of the 13 major United States airlines has staked out the share of 
the domestic market it is determined to get. Total: 200 percent. Re- 
sult: heavy equipment orders today, heavy weather forecast for 
tomorrow. 


Three startling and contradictory facts characterize the United States airlines 
industry today. First, it is on an equipment-buying binge that is phenomenal 
even in the burgeoning postwar economy. Second, within a 3-month period last 
year the industry was suddenly presented, by the Government, with a whole new 
competitive pattern. And finally, despite its handsome profits and near certainty 
of further growth, the industry is threatened with a serious economic dilemma 
in the years just ahead. 

The airlines have long since graduated, of course, from the infant-industry 
class. Last year they boosted total revenues some 16 percent over 1954 to $1.6 
billion, nearly three-fourths of which went to the 13 domestic trunklines, with 
24 percent going to the overseas carriers. (For a quick rundown of the industry’s 
structure, see the following page.) Moreover, on any future date you care to 
name, the industry is almost certain to be larger than it is today. The only 
question is whether the volume of traffic can grow fast enough to fill the in- 
credible flock of new planes that the airlines now have on order. 

The industry, intoxicated by the proximity of the jet age, is on an equipment 
spree. At the end of last year the domestic trunk airlines had money down on 
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no fewer than 93 jet transports, at $5 million to $6 million each, with 8 more 
optioned ; 170 turboprops (in which a jet-driven turbine is hooked to a conven- 
tional propeller), with options on an additional 30; and 222 piston-engine 
planes. United States-flag overseas carriers—mainly Pan American—were com- 
mitted for an additional 34 piston-engine jobs and 49 jets. Total aircraft orders: 
568 firm, 606 including options. Total tab: at least $1.7 billion. 

And this is not all. Of the domestic trunks, Northwest (which will probably 
order 8 to 10 jets, as well as some turboprops) and Delta are yet to be heard 
from; United, which is already committed on jets and piston-engine craft, will 
probably order turboprops also but has not yet done so; and there is the great 
industry enigma, TWA, which so far has nothing on order beyond some souped- 
up Super Constellations. ‘“TWA’s position,” said one airline president, “is the 
most fantastic thing. The executives are well aware of the situation, but their 
hands are tied; Howard Hughes (who owns three-fourths of TWA’s common) 
simply hasn’t made up his mind.” When Hughes does make up his mind, and 
the chiefs of the other still uncommitted lines do likewise, total orders for fly- 
ing machines to be delivered after January 1, 1956, should exceed a cool $2 
billion. Add the ground installations needed to service the new aircraft and 
handle the expected passengers, and the total investment is about $2.5 billion. 

Now $2.5 billion to be spent within 5 years is an impressive capital commit- 
ment for any United States industry, no matter how big; when measured against 
the airlines’ size it becomes literally staggering. By way of comparison, con- 
sider the Ford Motor Co. In its last 5 years of explosive growth, Ford’s expendi- 
tures for expansion, modernization, and replacement have averaged $200 million 
a year, or about 5 percent of total sales, and in no year have they exceeded 8 
percent. Yet the airlines, which must invest about as much as an auto maker 
tu produce $1 of annual sales, are planning capital outlays at an average of $500 
million a year through 1960, or 31 percent of their current gross revenues. 


STRETCHING OUT THE MONEY 


This kind of outlay has required a complete overhaul of airline financial 
practices. Past purchases of aircraft, which comprise about two-thirds of air- 
line capital investment, usually have been financed by 5-year bank loans, re- 
paid partly from earnings but primarily by rapid book depreciation of the planes 
themselves. New planes have been depreciately completely in 7 years or less— 
though they remain competitive much longer than that and, given good mainte- 
nance, seemingly can last forever. In fact, every United States air transport 
now in use, from the DC-3 on up, will fetch more today than when it was new. 
Hence the book value of aircraft is wildly understated on airline balance sheets: 
United’s fleet for example, originally cost $162 million, had a $90-million book 
value last September, and is worth an estimated $225 million. Cashing in on 
this difference between book and market values, however, is next to impossible, 
for the moment traffic growth slacks off to a point where the airlines can re- 
lease a substantial number of planes, the secondhand-plane market will already 
have crumbled. 

The airlines cannot hope to pay for the equipment now on order out of retained 
earnings and depreciation reserves. Therefore nearly all the lines have sought 
new long-term money, and the insurance companies have been stepping right up to 
supply it. United got $120 million for 25 years from an insurance-company group, 
plus $30 million, short term, from the banks; Eastern tapped Equitable Life for 
$90 million, to be repaid over a 10-year period beginning in 1966; and American 
sold Metropolitan Life $75 million worth of notes, with repayments from 1967 
through 1996. 

In taking their bold plunge, the airlines evidently have been propelled by a 
built-in optimism. Any airline executive who wonders how high the industry can 
go need only glance back at how far it has come. For example, in the second year 
after the war, the domestic lines carried some 13 million passengers a total of 6 
billion passenger-miles. Only 8 years later, in 1955, they carried 38 million pas- 
sengers over 20 billion passenger-miles. Today, any one of the Big Four domestic 
lines (American, Eastern, United, and TWA) is bigger than the entire domestic 
industry was only a decade ago; and Western, the smallest of the Middle Six car- 
riers, is now bigger than the industry leader, American, was in 1941. 

The airlines are fast overtaking the railroads and buslines. As recently as 
1946, passenger-miles traveled by air were less than a third of those by pullman, 
and accounted for only 614 percent of intercity travel (including air, rail pullman 
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and coach, and bus). Last year the airlines had 33 percent of intercity travel, 
and 3 times the pullman passenger mileage: this year they will probably equal 
rail pullman plus coach, and by 1960 or 1961 they should exceed rail and bus 


combined. 
THE NEWLY RICH 


Such growth is bound, sooner or later, to produce a sunburst of profit. For the 
airlines industry it came last year, and in such full measure that it might well 
embarrass those spokesmen who talk persistently about the desirability of higher 
fares. (Their number includes the heads of the Air Transport Association, which 
represents the trunklines, and notably, among the airline executives, Exstern’s 
Eddie Rickenbacker—though his line is the world’s largest air-coach operator.) 
Last year’s net after taxes for the industry’s two major segments, the domestic 
trunks and the overseas carriers, was up some 55 percent above 1954 to over $100 
million—quite a sparkler for an industry that took 3 years after the war to reach 
the break-even point, despite heavy Government aid. 

This increasing profitability has freed practically all the major lines from their 
old embarrassment, the subsidy received from the public purse. (Since 1954, 
subsidy has been separated from mail pay, and each payment is now called by its 
right name.) After the impending merger of Colonial with Eastern, the only 
domestic trunk receiving any subsidy worth mentioning will be Northeast, which 
gets some $2 million a year to support its struggle against an impossible route 
pattern. Among the overseas carriers both Northwest (which has routes to 
Hawaii, Alaska, and Japan) and TWA are now subsidy free; and Pan Am, whose 
rapidly diminishing subsidy is granted largely because of certain routes (e. g., to 
South Africa) that it flies at Government request, may join the simon-pure club 
within 2 or 3 years. Come 1959, any Government grants to the airlines will prob- 
ably be limited to experimental or public-service operations such as the feeder 
lines, helicopter services, intra-Alaska carriers, and the like. 

Quite as unique as what the airlines have done is the way in which they have 
done it. Most United States industries have lifted their postwar dollar volume 
by compounding an increase in physical output with an increase, often more 
sizable, in price. The airlines, by contrast, more than tripled dollar volume 
without benefit of the price multiplier; average domestic airline fares today 
(about 5.3 cents per mile) are almost exactly what they were in 1939, a small net 
increase in the first-class tariff having been offset by the introduction of coach 
fares, family plans, round-trip reductions, ete. Further, the product the air- 
lines sell today is vastly better, in speed and comfort, than before the war. 

This dazzling postwar record has been, above all, an achievement of the air- 
craft engineers. For until the coming of the Douglas DC~7 last year, every new 
airliner introduced since the war was not only larger, faster, quieter, more com- 
fortable, and longer in range than the DC-3’s and 4’s it replaced; it was also (sole 
exception: Boeing’s double-decked Stratocruiser) cheaper per seat-mile to oper- 
ate. The palm for economy goes to the Douglas DC-6B, which has shown a direct 
operating cost—crew pay, fuel, ground maintenance, insurance, and deprecia- 
tion—as low as a cent and a half per seat-mile in first-class service (versus about 
2 cents for the DC-7), and close to a cent per mile in coach. 

Thus the airlines, as fast as they could replace their prewar equipment, were 
able to offer a vastly better product at the old price, at a time when practically all 
other prices were headed sharply up (rail fares, for example, by about one-third 
between 1946 and 1950). The resulting spurt in volume became marked by 1949; 
and for the airlines volume had a double significance 

A substantial part of airline costs are indirect costs (ground installations, 
sales promotion, reservation and ticket-counter services, baggage handling, office 
salaries, etc.), which do not rise proportionately with total passenger-miles or 
seat-miles flown. Thus the postwar planes not only reduced direct operating 
costs for the domestic trunks from nearly 2 cents a seat-mile in 1948 to about 
1% cents in 1955 (a small part of the reduction came from writing some of the 
airline fleet off the books) ; the volume they generated also cut indirect costs 
from a postwar high of 60 percent of total to less than half. The airlines’ overall 
gain in efficiency may be judged from the fact that total industry employment 
declined from 97,000 in 1946 to 80,000 in 1949, and did not regain the 1946 level 
until 1952, though in the meantime passenger-miles and revenues had more than 
doubled ; and a 19 percent traffic gain in 1955 was achieved with an increase of 
less than 9 percent in employment. 
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BRING YOUR OWN LUNCH 


Part of this gain in efficiency is not, strictly speaking, a direct result of better 
and more economical planes, but rather of more economical passengers; and 
whenever the airlines hecome worried over their future traffic, they can always 
dream happily of the great aircoach market that is yet to be developed. Whether 
even that market can fill the rapidly multiplying airline seats is, however, still 
to be demonstrated. 

Airecoach business, which since 1952 has been growing faster than first-class 
both relatively and absolutely, accounted last year for almost exactly one-third 
of domestic traffic, more than half of overseas. No airline executive expects 
coach business to be less than 50 percent of the domestic total by 1960. In fact, 
two of the Big Four, TWA and Eastern, are already running 58 percent and 
45 percent coach, respectively, and Eastern expects to reach 70 percent by 1960. 

Two new developments late in 1955 should step up air-coach growth. TWA, 
United, and American, imitating a move made some 3 years earlier by North 
American Airlines and several other ‘“non-skeds” (unscheduled carriers), slashed 
their round-trip, coast-to-coast coach fares to $160—3.2 cents per mile, about 
as cheap as rail coach or even bus, when meals are figured in. To be sure, the 
new rock-bottom rate applies only to the east coast-California run, and only 
Mondays through Thursdays; but these restrictions are no great deterrent, and 
everyone in the industry expects that the new lower rates will spread to other 
runs soon. 

The second domestic aircoach development was TWA’s introduction of twin- 
class planes (with first-class and coach sections in the same plane), such as 
have been in use for 2 or 3 years in foreign countries. Among the smaller trunks, 
Braniff and Northwest plan to start twin-elass domestic runs as soon as they 
get suitable equipment; the other Big Four carriers are still holding back, de- 
spite TWA’s encouraging experience, for fear of diverting passengers from first- 
class to coach. 

The opposition to twin-class service will surely dwindle, however. For it 
automatically provides greater frequency of service for both first-class and 
coach passengers; and once the 100-seat plus jets begin operation, it will be far 
easier to fill them with two classes of passengers than with one. Moreover, it 
can be argued that twin-class planes mean less diversion from first-class. TWA 
Traffic and Sales Vice President E. Oswald Cocke reasons: while almost any 
first-class passenger will take a coach flight if its schedule is more convenient, 
he will hesitate to travel coach on a twin-class flight for fear of being caught 
with his box lunch by some friend, neighbor, or business acquaintance flying 
first-class on the same plane. 


PREMATURE DELIVERY 


What caused the jet race to break out when it did? It is no secret that many 
a carrier, including industry-leader American, would have been just as happy 
to see the whole show postponed for a year or two. As the president of another 
line —— almost wistfully, “We all had the feeling that it would be fur- 
ther off.” 

Now that the race is under way, however, several United States airlines are 
willing to take the credit for starting it. Pan Am actually put in orders (now 
in abeyance) for three British jets, and Eastern threatened to do likewise if 
the United States manufacturers did not come through. Capital went into hock 
$65 million to put the first turboprops (Vickers Viscounts) into United States 
service last year. American last June ordered the first big, long-range turboprop, 
the Lockheed Electra. United had decided back in 1952 that it wanted jets not 
only because they fitted the long jumps between United’s main traffic centers, but 
also because United felt (in the words of Engineering Vice President J. A. 
Herlihy) that the jets “would stop this competitive race of getting planes that 
are only a little faster. The jet has an effective barrier—you either stop just 
below Mach I, the speed of sound, or you have to jump way above it.” 

The plane makers, too, have a claim. Boeing 4 years ago risked $15 million 
to build its model 707 jet tanker-transport prototype. And Douglas was the first 
United States aircraft maker to announce definite plans to build a passenger 
jet. 
All these United States airlines and plane manufacturers may share the credit 
for hastening the jet age, but the larger share goes to the British for their nervy, 
intelligent decision to build the Comet, and for their assiduous turboprop work 
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which put the Vickers Viscount in service at least 4 years before any com- 
petitor. The British may end up with most of the world turboprop market; and 
it will be a crying shame if their courageous Comet gamble does not yield them 
a share in the jet market as well. 


PAN AM BREAKS THROUGH 


But whoever set up the pin, the man who sent the first ball down the alley 
was Pan American’s Juan Trippe. When Pan Am last October 13 announced 
its order for 25 Douglas DC-—8’s and 20 Boeing 707’s, the jet age was brought 
dramatically closer. “I was frankly surprised,” said a Big Four vice president, 
“to see the smaller lines jump right in from the start, and the foreign ones too. 
Everybody simply realized he had to decide right now. When you buy planes 
today you’re looking 5 or 6 years into the future; by then, whether you like it or 
not, you’re going to have jet competition.” 

Pan Am had special reasons for moving when it did. It faced the possibility 
of jet competition overseas from the Comet IV, which the British were doggedly 
pushing. Moreover, Pan Am’s long routes were suited to efficient jet operation; 
and the fact that overseas airline fares average some 25 percent higher than 
domestic (more than offsetting slightly greater expenses) made Pan Am less 
concerned over possible high jet operating costs. The probable underlying reason 
why Pan Am made the first move, however, is that Pan Am likes to be first—a 
penchant that has led to it operate as many as 6 or 8 different breeds of 
equipment at once. By ordering from both Douglas and Boeing, Pan Am sewed 
up the first delivery positions with the two United States jet-transport manu- 
facturers. 

Of those two manufacturers, in early 1956 Douglas led Boeing in total jet 
orders (domestic and foreign) by 102 to 72. Douglas’ lead seems attributable 
primarily to its solid reputation as a builder of commercial craft, perhaps aided 
by Boeing’s tardiness in modifying some of its original dimensions. The planes 
themselves, both using Pratt & Whitney J—57 or J-75 engines, have been modified 
until they promise not only to perform alike but to look almost exactly alike. 

While the jet age’s equipment pattern is far firmer than it was a year ago, 
there are sure to be further developments, especially in turboprops. Vickers is 
building both an advanced Viscount and a larger and faster new turboprop called 
the Vanguard, intended to compete with the Lockheed Electra in 1959 or 1960. 
General Dynamics’ Convair and Canadair units are teaming up with Bristol 
of England to design and produce a giant new turboprop, which is to have the 
size and range of the United States jets and only 50 to 75 miles per hour less 
speed. And Fairchild is licensed to build the Fokker Friendship, a twin-engine 
turboprop designed to replace the DC-3, now used primarily in the United States 
by the feeder lines. Orders for these new planes, however, should not greatly 
change the overall equipment pattern. 


NEW ROUTES FOR ALL 


As if a gigantic new equipment program, a new financing structure, and a 
new passenger blend were not change enough, last fall the Government, through 
the Civil Aeronautics Board, completely altered the airline competitive pattern. 
The CAB, since its establishment in 1938, has held almost total power over all 
United States airlines. It determines which one are allowed (“certificated”) 
to operate as scheduled common carriers, over what routes, and at what fares; 
it must approve mergers, leases, and contracts; it sets safety standards and 
investigates accidents; it prescribes how airline records must be kept; and it 
keep scrutiny over airline management, business practices, and competitive 
techniques. In the United States Government powers so broad are usually exer- 
cised gingerly. But beginning last September the CAB suddenly loosed a barrage 
of decisions whose results will be crucial to the industry for at least a decade. 

The decisions all hinged upon one man, Board Chairman Ross Rizley, a former 
Republican Congressman from Oklahoma who was appointed to the CAB less 


1The early disasters to the Comet I were eventually diagnosed as due to a too-thin-skinned 
ve which succumbed to metal fatigue and exploded from the plane’s own pressuriza- 
tion. he diligent and expensive investigation by the British will pay off in greater safety 
for United States jet transports—as well as for the Comet IV, whose prototype just com- 
pleted a round-the-world flight. 
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than a year ago and hopes soon to leave it (to take a Federal judgeship). His 
appointment resulted from a near-boner of the administration that not only 
embarrassed President Eisenhower but taught him a few of the facts of life 
among the airlines. 

In January 1955, the CAB, under Chan Gurney as Acting Chairman, sent its 
recommendations regarding the Portland-Seattle-Hawaii route to the President, 
who must review all major route decisions regarding United States-flag airlines 
operating offshore. Both Pan Am and Northwest had been flying the run on 
temporary certificates; the CAB, feeling that the traffic could not support two 
earriers, recommended that Northwest get the run. But Pan Am, pound for 
pound the best political infighter on earth, acted vigorously in its own interest; 
and the President, reportedly following intercession by Commerce Secretary 
Sinclair Weeks and White House aide Sherman Adams, reversed the CAB’s 
recommendations and gave the route to Pan Am. 

Thereupon Northwest descended upon the White House with a strong con- 
gressional delegation in tow. The upshot was that President Eisenhower felt 
forced to admit publicly that he had “made an error,” and he instructed the 
CAB to recertify both carriers on the run. The embarrassment of the retrac- 
tion, plus the realization that the CAB faced early congressional investigation 
unless shaken up, led to a quick search for a fireman. The man with the hard 
hat was Rizley, who had already put out a similar blaze in the Agriculture 
Department. 

Now Rizley has always been an independent-minded man, so much so that when 
the CAB split along political lines he generally voted with Democrats Josh Lee 
and Joseph P. Adams. Moreover, Rizley hoped soon to return to Oklahoma as a 
Federal judge. Therefore, he attacked with fine fury all the Board’s major route 
cases, some of which had been around since the first Truman administration. 
His major objectives were to strengthen the smaller domestic trunks and, in 
the process, increase vastly the amount of competition in the industry. 


PASSENGER’S CHOICE 


Every scheduled United States airline is of two minds about competition— 
favoring it when attempting to cut in on someone else’s route, and opposing it 
when protecting its own. And the airline business contains a surprising degree 
of monopoly, definable as the absence of competition for the traffic moving be- 
tween specific pairs of cities. A recently released CAB study, analyzing traffic 
by “city pairs” during September 1954, indicates that the Big Four lines got 
about a third of their total traffic from city pairs where there was no effiective 
competition. For the Middle Six and the Small Three, “monopoly pairs” of 
cities accounted for 46 and 70 percent, respectively. 

What the CAB did, in three major route cases decided last fall, was to cut the 
smaller trunks in on a dozen-odd lucrative routes and traffic centers that they 
could not previously tap. At the same time the Big Four got ample new oppor- 
tunities to compete among themselves. As a result, the top 20 “monopoly pairs” 
(from the standpoint of total traffic generated) have been whittled to 7. 

The New York-Florida case is the last major route problem still before the 
CAB, with a decision due this spring; and so inviting is the creampufi New York- 
Miami run that no fewer than 4 domestic trunks and 1 overseas carrier (Pan 
Am) have applied. If the board that Rizley headed were still intact, it is a 
fair guess that the nod would go to Northeast; for otherwise that line’s near- 
hopeless route structure condemns it to remain a subsidy-supported public 
charge or disappear via merger. However, the departure of Rizley and Josh Lee 
makes future board attitudes unpredictable. 


COMPETITION ENOUGH 


While the scheduled lines generally have accepted the new route awards with 
fair grace, they are preparing a finish fight against another recent CAB decision, 
which would upgrade the “non-skeds” into “supplemental air carriers” and 
permit them 10 scheduled round trips per month between any 2 points. To be 
sure, the decision excluded North American, the largest non-sked, whose license 
has been revoked for too frequent and too regular flights. (The revocation is 
now being tested in the courts.) But the scheduled industry remains as jumpy 
as a witch; said one Big Four executive, “Rizley is an honest man, period. He 
just moved too fast for his little knowledge of our industry.” 
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What the scheduled lines fear is that non-skeds will “skim the cream” by 
operating their scheduled flights only on such runs as New York-Miami and 
New York-Los Angeles, while accepting none of the scheduled lines’ burdens of 
serving such lean stations as Danville, Va., and Grand Island, Nebr.—burdens 
the scheduled lines admittedly have never been willing to share with newcomers. 

Some airline executives, however, among them United’s President William A. 
Patterson, have begun to suspect that the non-sked threat is overrated. A non- 
sked will find it impossible to cut its fares appreciably below the 3.2-cent-per- 
mile rate now in effect on the east coast-California run and sure to spread soon to 
other routes. Furthermore, the days are past when the non-skeds flew equip- 
ment that was nearly as good as anybody else’s. As the scheduled lines receive 
increasing numbers of DC-—7’s and 7C’s, turboprops, and, ultimately, jets, even 
the DC-6 and 6B become relatively “old” and “slow.” ‘The entire non-sked 
fleet measuring up to this minimum standard is two DC—6B's both owned by 
North American. 

NO SHORTAGE OF PROBLEMS 


The wonders that the jet transport will bring to the traveler—New York to 
California between lunch and dinner, United States to England in 6 hours, 
vibrationless flight at 30,000 feet, ete.—have been heralded so long and so loudly 
that they almost seem a part of the birthright of every red-blooded American 
boy. When the boy becomes a passenger, however, he is likely to discover that 
jet planes also have disadvantages, especially when 100 (first class) to 150 
(coach) luggage-laden passengers all try to check in at once at a ticket counter. 

The song of the jet era will also intensify, for the airlines, the already severe 
problem of noise. All the jet contracts contain specifications regarding an 
acceptable noise level. However, the confident assurances of the plane makers 
serve more to emphasize the problem than to dispel it. “Our goal for exterior 
noise,” said a Douglas spokesman, “will be to muffle the DC-8 to the DC~7 noise 
level.” Unfortunately, the DC-7 was no paragon of quietness, being noisier 
internally than the DC-6B. And while the average interior noise level on both 
the Boeing and Douglas jets promises to be satisfactory, the rear half of the 
plane will be noisier than the front. 

The exterior noise problem is created more by the number of large aircraft 
in use than by the racket from any single plane. As all major United States 
airports grow busier, there is simply more chance for that unfortunate coinci- 
dence when one plane is taking off, a second taxiing into take-off position, a third 
starting its engines, and a fourth being tuned up in a nearby hangar. 

The noisy, crowded airport is, of course, but one aspect of the much graver 
problem of how to control the growing traffic on all the United States airways. 
There is an urgent need for a new automatic or semiautomatic control system 
based on radar linked to electronic computers. (Basically, it was the failure 
to make sufficient headway toward such a system that recently led President 
Eisenhower, egged on by Commerce Secretary Weeks and Under Secretary Louis 
Rothschild, to fire Civil Aeronautics Administrator Frederick B. Lee.) But 
such a system has yet to be devised and instituting it may arouse powerful pres- 
sure groups, for it means adjusting the needs of the 1,500 airline transports to 
those of the far more numerous military planes, and the still more numerous 
private civilian craft (about 60,500). Even with these hurdles cleared, the 
new control system will cost a billion dollars of taxpayers’ money to build. 


COST CURVE UP? 


The most urgent concern of the airlines, however, is the ungainly two-headed 
economic problem they will soon face, the smaller part of which relates to 
operating costs. In the DC-—7, the airlines for the first time found themselves 
buying a plane more costly to operate than its predecessor—a bit over 2 cents 
per seat-mile, versus 1.5 cents for the DC-6B. The DC-—7’s greater speed gave 
it a competitive edge; the airlines could rationalize their purchase by noting 
that the DC—7’s greater range made it useful on runs too long for the 6B. The 
fact remains that the DC-6 and 6B, when they were introduced, also had more 
speed and range than their predecessors, and still cost less to operate. 

It is uncertain whether the jet will offer any cost improvement over the 
DC-7. “We hope,” said a Braniff executive, “that the cost will be around $2 a 
plane-mile, or 2 cents a seat-mile on a 100-seat basis. That is based on engineer- 
ing estimates; but there’s been no experience, so it’s only a hope.” Moreover, 
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all jet cost estimates contain a bit of card-stacking; the jets will be depreciated 
over 10 years instead of the previously customary seven. 

Most serious of all is the question of capacity versus potential traffic. “The 
main problem in this industry,” says United’s Vice President Robert Johnson, 
“is one that doesn’t exist today but will become crucial within 2 or 3 years— 
well before the arrival of the jets—and that’s how to fill up the planes. Our 
capacity will have outrun our passengers. The problem is being aggravated by 
the CAB, which has gone overboard in its expansion of competition. There will 
be too much competition and some carriers will have painful experiences.” 

How painful may be judged by a quick look at the tigures. Last year the do- 
mestic trunks flew 20.1 billion passenger-miles and 31.3 billion seat-miles on their 
home-front routes, which yields a “passenger load factor” (passenger-miles di- 
vided by seat-miles) of just over 64 percent. But their new planes now on order 
for delivery by 1961 have an additional capacity conservatively estimated at over 
43 billion seatmiles per year, making a total domestic trunk-line capacity of 
nearly 75 billion seat-miles by 1961. In short, if the trunk lines are to maintain 
their present load factor, with all their existing and prospective equipment, they 
must more than double their passenger traffic within the next 5 or 6 years. 

Bluntly, there is no visible prospect of any such rapid increase in airline 
passenger traftic. If the domestic trunks show only 28.8 billion passenger-miles 
while flying 75 billion seat-miles, their load factor will have dropped from today’s 
64 percent down to 38, versus a current breakeven point of 57. They will also 
be losing their shirts. 

Are there any outs for the airlines? Consider these possibilities: 

1. Future trafic may prove greater than is predicted.—This overlooks the 
fact that the airline market is part of a larger traveling market. And while 
air travel has expanded hugely since the war, total intercity travel by common 
earrier has not. Apparently because of the ubiquitous automobile, intercity 
common-carrier travel actually declined in 6 of the 9 years from 1947 through 
1955, and was nearly 13 percent lower in 1955 than in 1947. Thus the airlines 
have been getting a growing slice of a diminishing pie. Though the pie will 
probably keep on shrinking, even a reversal of the trend would not bail the air- 
lines out. For at best it would raise anticipated 1961 trunk-line traffic to a little 
over 30 billion passenger-miles—not to the 45-billion to 50-billion figure that 
prospective capacity demands. 

2. The airlines might postpone new plane deliveries, or cancel some orders.— 
Save for strikes, supplier breakdowns, and plain old lateness—which the air- 
lines may soon come to regard as downright providential—postponement seems 
possible only with respect to the jets. For the bulk of the 222 piston-engine 
planes and 170 turboprops on order by the domestic trunks are scheduled for 
delivery in 1956 and 1957, before the passenger shortage becomes critical. 

Some lines may be able to stretch out their jet delivery schedules—if they have 
relatively earlier delivery dates that some other airline is anxious to assume in 
exchange for later ones. This, however, would reduce neither the total size of 
the jet fleet nor the speed at which it would come into being. Outright can- 
cellation of jet orders, in a situation where general overcapacity exists, is ex- 
tremely costly. For every jet order requires down payments and progress pay- 
ments totaling some 30 to 35 percent of the contract cost. Thus any airline 
that takes alarm, a year or two hence, at the size of its jet orders will already 
have paid some millions of dollars to the plane makers; and it will be contrac- 
tually liable for the manufacturer’s total costs, which are likely to be larger 
than the deposit. Nor can the plane maker afford any large gentlemanly ges- 
tures toward an old customer, for he has his own stockholders (and their 
lawyers) to think about, and he is also on the hook with the aircraft engine 
builders. 

8. The airlines could reduce their capacity by retiring older planes.—The 
domestic trunks will probably retire most of their nonpressurized craft (DC-3’s 
and 4’s) by 1961—though retiring all of them would reduce anticipated capacity 
by less than 3 billion seat-miles, or something under 4 percent. As for such newer 
and larger craft as Constellations and DC-6’s, every trunkline insists that it 
has no idea of retiring any itself, though its competitors may have to do so. 
But even if all the lines contemplated large-scale retirements, they could not 
make a sizable dent in capacity without retiring planes (such as the DC-6) that 
are practically identical with new planes still coming down the assembly lines. 
Moreover, any such aircraft that fall into the hands of non-sked operators will 
increase competition from that quarter. And retiring older planes that have 
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been completely depreciated, while continuing to fly new. ones that are still 
on the books, inevitably raises depreciation charges and, hence, operating costs. 

4. Capacity might be cut by flying fewer hours per plane per day, and by con- 
centrating flights at times most convenient for the passenger.—This tends to 
be self-defeating, by lifting the breakeven point. For it would increase both 
direct costs (because fixed charges would be spread over fewer plane-miles 
and indirect ones (because personnel needed at peak hours would be under- 
utilized at other times. 

What the airlines can and will do, of course, is to adopt the hard sell, They 
can, for example, seek to cut in on intercity auto traffic by offering (as United 
now does) better and cheaper rent-a-car deals; they can give better service 
to small cities that now get only a lick and a promise; and above all, they can 
promote their new, fast equipment. 

The point is that promotion cannot do everything. The airlines have had 
splendid promotional tools ever since the war; used vigorously under the most 
favorable economic circumstances, they yielded an increase in annual passenger- 
miles of some 14 billion between 1947 and 1955. Now, they are asked to deliver 
at least 20 billion more by 1961. For all the college-try spirit of the domestic 
airlines, they may have to learn how to live without profits for a while. 


DISTANT PASTURES 


The overseas prospect is quite different from that of the domestic lines. If 
North Atlantic coach fares, for example, could be dropped from their present 
average level of 7 to 8 cents per mile down to 8 or 4, a huge amount of additional 
traffic might be generated. Such a reduction is possible, too, for the speed and 
range of the jets yield certain special economies to an overseas operator (such 
as eliminating the need to use two crews on transoceanic hops). The trick will 
be to secure the agreement of the foreign-flag airlines to such lowered rates; for 
the foreign-flag carriers cannot be defied without the danger of setting off 
a disastrous rate war, in which the United States-flag carriers, relatively un- 
subsidized, might come out a poor second. But all the United States overseas 
lines are convinced that, somehow or other, lower fares are on the way. Juan 
Trippe, the man who pushed the button that set off the jet race, may yet be the 
one to profit most from it. 


JetT-AGE PLANNING WorrIES AIRLINES—600 MILe-PER-HouR CRAFT CREATING 
PROBLEMS OF NOISE, TRAFFIC CONTROL, AND FACILITIES 


By Richard Witkin 


Going the rounds of the aviation industry is a Government document that, 
isolated from other data, might terrify the bank and insurance executives who 
have arranged financing for $1,100 million worth of jet airliner purchases. 

The very title of the document, drawn up by the Civil Aeronautics Adminis- 
tration, is disconcerting. It reads: 

“CAA Jet-Age Planning—The 100 Problems.” 

The figure “100” is a minimum. The man assigned to compile the list cut it 
off there for fear he would never be able to stop. The list contains, alongside 
such obvious items as jet-engine noise and the question of runway length and 
strength, a multitude of difficulties unsuspected by any but the experts. 

For instance, a conventional altimeter—the gage that tells a pilot how high 
he is—loses its accuracy at altitudes where 600-mile-an-hour airlines will fly. 
Piston-engine airways are stacked vertically at 1,000-foot interval. The spread 
will have to be much greater at the rarefied jet altitudes unless better altimeters 
can be perfected. 

EVEN RADAR AFFECTED 


Consider radar. Piston-engine airliners, picked up by radar, bounce back a 
strong signal that forms a bright blip—a small, luminous streak—on the dark 
radarscope. The main impetus for the strong return signal comes from the 
thrashing of the propellers. Propellerless jets will require more powerful radar 
transmitters. 

The difficulties are seemingly endless. Will the harmonics of jet noise shatter 
the huge picture windows that have become fashionable at modern air terminals? 
What is the best machine for clearing runways of pebbles and dirt that could 
chew up a jet engine’s insides? How steep a descent from extreme jet altitudes 
will passengers be able to tolerate? 





2130 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Britain devised workable solutions for many operational problems when it 
put its fleet of Comet I’s in service. Of course, the tragedies that later 
suspended the Comet operations testify that British planning left something to 
be desired. Yet even if the Comet I had been a success—and it missed by only 
a small though catastrophic margin—this country could not get by with a dupli- 
cation of British methods. There are several reasons. 

The American jets slated to start commercial service by early 1959—the 
Douglas DC-8 and the Boeing 707—are much larger and faster than the Comet I. 
They will carry three times as many passengers. The general run of aerial traffic 
in which the American jets will operate will be congested. The traffic the Comets 
had to contend with was light by comparison. By the early 1960’s there will 
be dozens of American jets streaming into and out of major terminals. Comet I 
production was halted while still a trickle. 

The almost overwhelming tasks confronting the American aviation industry 
will strain both its technical ingenuity and its financial resources, which include 
whatever funds the taxpayer will make available in governmental budgets. 

Many of the problems—most glaringly traffic control—are not peculiar to the 
jet but already are plaguing the industry. Jets will vastly complicate traffic 
control, however. 

Another complication will call for collaboration with other governments. It 
will be vital to achieve international standardization of many operational jet 
procedures and much equipment. Otherwise international carriers would be 
compelled to install several navigational systems in their planes to perform the 
same function in different countries. The extra equipment would be costly and 
would slice into passenger or cargo capacity. 


THREE CATEGORIES OF TROUBLE 


Most of the difficulties the industry faces divided into three categories: noise, 
traffic control, and airport facilities. 

In the public mind, noise has been the prime concern from the moment the 
industry raised the specter of jet airliners operating near homes and offices. 
Experimental work on a suitable noice suppressor has not yet been completed. 


But tests to date have been successful enough to warrant statements from the 
manufacturers that their planes will be no noisier—perhaps less noisy—than 
piston-engine planes. 

Piping down to piston-engine raucousness is not going to mollify those who 
feel that even pistons rate banishment to outlying provinces. But there is little 
doubt that municipal authorities will accept the jet airliner at existing airports 
if piston-engine noise levels are achieved. 

Other things being equal, jet planes have some decided advantages over piston 
planes when it comes to minimizing the impact on the public nervous system. 
Once jets are off the ground, their speed and climbing ability carry them out of 
earshot a good deal more quickly than current planes. 

Taming the noise of jet engines during ground runup is technically much 
simpler than during takeoff, of course. In designing an in-flight suppressor (the 
most promising is a corrugated nozzle for the tailpipe), engineers must make 
sure it does not absorb too much engine power or overburden the plane with 
its weight and wind resistance. 


EARS MUST BE PROTECTED 


For ground testing, loss of engine power and size of suppressor are technically 
not so important. If need be, the boisterous exhaust can be—and sometimes is—- 
piped through a soundproofing chamber bigger than the plane. 

Unmuffled jet roar, sometimes necessary in ground tests, can damage the 
hearing of ground crewmen nearby. Mechanics probably will have to be equipped 
with protective devices for their ears. On the other hand, an Air Force study 
shows there is no danger of hearing loss or other physical injury to people living 
off the airport, whatever their psychological reactions. 

The most imposing of all the industry’s tasks is undoubtedly the modernization 
of the already archaic traffic-control system. The task is so imposing that the 
first jet fleets almost certainly will be controlled by nothing better than the 
current basic system jogged by heavy infusions of interim gadgetry. 

It is widely believed that what is needed in the long run is a fully automatic 
system in which electronic brains will calculate traffic patterns and transmit 
instruction signals to dozens of cockpits. Such a system is quite a few years 


away. 
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To appreciate the added difficulties that will be encountered in handling jet 
traffic, it is necessary to understand how the traffic control system works or 
muddles through—today. In good weather, there is a minimum of control from 
the ground. That is, ground stations do not tell a pilot what altitude to fly or 
when to let down for a landing. He simply flies in accord with visual flight 


rules. 
EYESIGHT RULES 


Visual rules require that planes flying the airways, which are marked out by 
the CAA maintain odd-numbered altitudes (7,000 feet, 9,000 feet, etc.) going 
north or east and even altitudes going south or west. Pilots must rely on their 
eyesight: to keep from colliding with other planes. There are comparable rules 
for off-airways flights. 

When instrument weather moves into an area, ground controllers go to work. 
Every plane then is required to file a “flight plan” with traffic control authorities. 
Planes are assigned specific altitudes and told when to takeoff. 

Since pilots plowing through an overcast cannot see other traffic, safety dic- 
tates that planes be dispatched at regulated time or distance intervals if they 
are to share a particular altitude. The rules call for a minimum separation of 
10 minutes, unless the area is monitored by radar. Ten minutes in a 360-mile- 
an-hour DC-7 is 60 miles. 

If the 60-mile safety margin is threatened because a DC-7 is overtaking a 
slower DC-4, ground control finds out from position reports radioed from the 
planes. In that case, the DC-7 is ordered to circle for a time over a radio 
beacon or is assigned a new altitude. 

In areas where controllers can “see” the planes on radar, the rules permit 
narrowing the separation of traffic to as little as 5 miles. Controllers can advise 
the pilots what headings to fly and watch the planes’ blips on the radar scope 
to make sure they comply. With the breathtaking increase in traffic putting 
more and more of a premium on airspace, radar has saved an overloaded system 


from virtual collapse. 
HUMAN LIMITATIONS 


But radar is no panacea. Human brains must absorb the radar information 
and base traffic instruction upon it. There is a limit on how many blips a 
single brain can safely juggle. 

What are the basic defects in the traffic system? Both the scheduled airlines 
and the military, which have jointly led the campaign to overhaul the existing 
setup, start from the premise that visual flight rules need sweeping revision. 
They insist that for most operations pilot vision no longer is an adequate safe- 
guard against collision, even in a cloudless sky. 

It should be emphasized that the airline-military approach to the problem is 
loudly challenged by the private pilots, represented by the Aircraft Owners and 
Pilots Association. The association fears that the airline-military campaign 
aims at running the private pilots out of the skies or at least relegating them 
to the “sticks.” 

The airlines have buttressed their case with a survey on the midair collision 
hazard conducted by their trade group, the Air Transport Association. The 
survey produced the statistic that airliners in this country are involved in four 
near-collisions every day, most of them in clear weather. 

The Air Force has reported equally alarming conditions. While some ob- 
servers sympathetic to the airline-military point of view feel that the survey’s 
definition of a near-miss may be slightly loose, there appears little doubt that 
the incidence of near-misses is dangerously high. 

This will seem less surprising when it is realized that the head-on closure 
rate of two modern piston airliners is much faster than the speed of a revolver 
bullet. The closure rate will be far greater with two 600-mile-an-hour jets. The 
private fliers’ association, while conceding there is a collision problem, strongly 
distrusts the airline survey and bridles at the cures proposed. 


RULE CHANGE DISPUTED 


The airline-military view is that the logical answer to the near-miss hazard 
is to compel planes to follow bad-weather rules in good weather, at least in 
critical areas. To fly under bad-weather, or instrument, rules, a pilot must 
have an instrument proficiency rating. Also his plane must be equipped with 
a minimum of radio and navigation equipment—a minimum many private pilots 
cannot afford. 
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The private pilots have been assured there is no intention to relegate them to 
remote areas. They have been assured that adequate airspace will be set aside 
for visual private flying, even in such crowded areas as New York. 

The private pilots’ association is not buying such assurances. It proposes 
as the answer to the near-miss hazard: 

Speed limits in congested terminal areas. 

Better cockpit visibility. 

Round-the-clock, all-weather control only at the high altitudes where jets will 
normally cruise. 

The pros and cons of the dispute are complex. In any case, the proposal to 
curtail visual flight rules flying is somewhat academic at the moment. How- 
ever urgent the airlines and military officials might consider such curtailment 
for reasons of safety, economics or national defense, the change cannot come 
overnight. 

The outmoded traffic-control system lacks the capacity to handle the normal 
good-weather flow of traffic. It cannot even handle the lighter flow that seeks 
control when instrument weather moves in. 

Today, when bad weather blankets a heavily congested area and makes instru- 
ment rules mandatory, one-third or more of scheduled airline flights must be 
canceled. Other flights are delayed an hour, 2 hours, sometimes more. This 
slowdown is irritating enough as an occasional phenomenon; it would be ruinous 
as a permanent condition. The reasons for the incapacity of the system are 
many. 

PRESENT CONTROL CUMBERSOME 


Along a 250-mile route at one particular altitude, there is room for only 4 
DC-7's if 10-minute separation is required. Given complete coverage with 
present radar, and thereby enabled to narrow separation to 5 miles, controllers 
still could not handle today’s traffic volume. Jet-age traffic would overwhelm 
them. 

There are insufficient communications channels between controllers and pilots, 
Devices to give constant and positive identification to each radar blip still have to 
be perfected. The system for relaying data from one controller to another 
as planes move from zone to zone dates back almost to the time of the mah- 
jongg craze. The reference comes to mind because the system in operation bears 
some resemblance to that parlor pastime. 

Data on each flight altitude, route, estimated arrival time, etc., must be 
scribbled on rectangular strips mounted in aluminum holders. The strips are 
posted on top of one another on a slanted board. Controllers have a hectic 
time shuffling holders and relaying information to each other, to pilots, and 
to airline operations shacks over a mass of wires plugged into walls, ceiling, and 
floor. The system is crying for automation. 

At present the CAA is evaluating an electronic brain that automatically tran- 
scribes data onto the strips by use of punched cards. 

The extra speed of jet airliners (600 instead of 360 miles an hour) will mean 
less time to waste in clerical chores and waiting for a chance to get in touch 
with a pilot over a party-line radio channel. 

Because jet airliners will intrude into regions above 30,000 feet, hitherto re- 
served for the military, the interweaving of military and civilian traffic will 
become exceedingly involved. 

Finally the gluttonous fuel consumption of jets will mean a limit on stacking 
planes over an airport while they wait their turn to land. 

On average, jet airliners will carry enough fuel to hold for an hour or so over 
destination before heading for an alternate airport. This is nothing like the 
holding endurance of piston planes. Figures on fuel consumption show why. 
A DC-6B requires only 1,420 pounds of fuel to hold for an hour at 10,000 feet. 

A DC-8 jet will require 9,000 pounds for an hour at 15,000. 

The profit margin in jet operations will not tolerate habitual waste of 9,000- 
pound fuel loads. Nor will it tolerate chronic diversions to alternate airports 
with the airline then responsible for hotel bills or refunds (or both) for 100 to 
140 passengers at a clip. Traffic control will have to weave jets through the 
skies to prompt landings on a good majority of occasions. 

Another point: Traffic control must control right up to the parking gate where 
passengers board and debark. Quick clearance of runways to enable a second 
plane to land, avoidance of taxi-strip congestion, smooth access to an adequate 
number of passenger gates, all must figure in the equation if the system is to cope 
with predicted traffic volumes. 
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The Government, at long last, is pulling together and accelerating many ram- 
bling efforts to help traffic control catch up with the growth of air traffic. The 
efforts have rambled not for lack of specialists who knew what was needed but 
for lack of leadership and congressional funds. 


REVOLUTION NOT HERE 


It is not expected that a revolution will have been brought about by the time 
the first jet fleets start operating commercially. But some major reforms should 
have been accomplished. There will be many more radar installations, more 
controllers, more navigation aids, more communications channels—quantitative 
advances. 

There should be some qualitative changes, too. But radical transformation 
of the traffic-control system is a long-range project that will not gather real 
momentum until sometime after the jet airliners have been introduced. The 
directions of research and development are well defined, however. They fore- 
cast the shape of the eventual traffic-control system, though the exact contours 
may be affected by how successful the private pilots are in resisting clear- 
weather control. 

Great effort is being expended on improving radar. The newest installations 
are equipped with “moving target indicators” that filter out confusing stationary 
targets, such as buildings and towers. Another improvement prevents rain and 
other precipitation from cluttering the scope. 

A device called a transponder, situated in the plane, holds great promise of 
increasing return radar signals from jets. It transmits a strong signal in 
answer to the radar signal sent from the ground. In addition, its reply can 
be coded—can transmit double blips, colored blips, blips with special symbols. 
Coded replies could identiry the flight or its altitude. Interference between radio 
frequencies is impeding progress on the device, however. 

Parallel research is aimed at producing devices that will enlarge blips and 
display them so that controllers can easily keep track of them. Another high- 
priority project is development of a proximity warning device that will alert a 
pilot if he is on a collision course with another plane. 

In the long run, electronic calculators will keep track of the radar blips, cal- 
culate the best course for each plane to fly, and transmit instructions to the 
planes. 

PILOTS TO BE MONITORS 


The instructions will not even have to filter through the pilot. They will go 
directly to an automatic pilot. The human crewman will merely monitor the 
operation and be ready to take over in case of a malfunction. Machines will 
transfer flight data not only from ground to air, but between controllers, and 
from control center to control center. 

A good deal of automatic equipment for traffic control already is in the devel- 
opment and evaluating stage SAGE (standing for semiautomatic ground environ- 
ment), the air-defense system that coordinates the radar search for enemy planes 
and plots courses for interceptors, probably will play an important role in traffic 
control. A Government team is studying what features of SAGE can be adapted. 

The needs are so complex that it may be a decade or more before automation 
really takes hold as a traffic controller. It won’t be enough for some enterprising 
automation concern to design an electronic thinker and then go around peddling it. 

Each device or facility for navigation, communication, or airport operation in 
the jet age must be considered in relation to the rest of the system. Scientists 
these days are always talking about the “systems” approach. In aviation, Presi- 
dent Eisenhower has appointed a special assistant—Edward P. Curtis, a former 
Air Force general—to study the Nation’s overall aeronautical requirements for 
the next 20 years. 

Mr. Curtis, operating from an office at the White House, will come up with a 
comprehensive long-range “systems” blueprint within the next year or year and a 
half. ‘This plan will have great bearing on what types of electronic brain will 
control traffic, what new departures in communications should be used, what the 
standard airport layout should be. 

Airport construction is a subject that generates a good deal of controversy 
when jet-age problems are discussed. At a jet-age symposium in Washington early 
this year, a high point in plain talking came when a slim, earnest individual 
asked for the floor and identified himself as the mayor of Atlanta, William B. 
Hartsfield. 
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The audience of aviation specialists was not too startled to catch a mayor 
in their midst since mayors are notoriously sensitive to the noise problem. But 
_ Hartsfield had other things on his mind: Airports, and who was to pay for 
them. 

The stimulus for Mr. Hartsfield’s comments was the impression that had got 
about that jet airliners would require lengthening of runways at most of the 
Nation’s major airports. The mayor said somewhat heatedly that he wished 
the manufacturers would consider the capacity of cities to float new bond issues. 

“For 15 years,” he said, “we have been madly raising funds, lengthening run- 
ways and enlarging airports to keep up with the growth of aviation.” He sug- 
gested it was time this stopped. It was time aircraft manufacturers designed 
their products to fit existing runways. Land for airport extension was becoming 
harder and more expensive to get. And runways, at $1 million a thousand feet, 
had to compete with schools and highways for the taxpayer’s dollars. 

Since Mayor Hartsfield’s oration, the manufacturers and some of the airlines 
have been making a determined effort to allay the concern of municipal au- 
thorities. The nub of their argument is that there will have to be very little 
lengthening of runways. 

The misunderstanding—if such it is—stems from the original announcement 
of the two manufacturers about runway requirements. They said their jets 
would need, for top-load takeoffs on a standard-temperature (59° F.) day, about 
9,000 feet. Current regulations require minimum runway length to be increased 
by one-half of 1 percent for each degree the mean temperature of the hottest 
month exceeds 59°. An 80° hottest-month figure would require a 10 percent, or 
900-foot increase. 

Runway length must be increased another 7 percent for every 1,000 feet of 
sea level, and 20 percent more for each degree of uneven grade. It appeared 
therefore that the average jet runway would have to be at least 10,000 feet. 
There are only 3 that long in the entire country, and 1 is at Denver, where the 
5,000-foot altitude would add several thousand feet to the minimum require- 
ments. The other two are at Boston and St. Louis. 

How do the manufacturers nullify the implications of all this figuring? They 
reason this way: 

The public and its municipal spokesmen have been misled by reference to 
“top-load” takeoffs. There will be few occasions when jets will have to carry 
capacity fuel loads, since few routes will extend over the planes’ maximum 
range. Certainly domestic trips will not require capacity loads. And cities 
such as Atlanta will not be running top-range flights to Paris. 


SKEPTICAL VIEWS GIVEN 


The manufacturers’ arguments are somewhat reassruing. But they have far 
from dispelled the doubts. The skeptics suggest that the performance of the 
production planes may deviate, on the minus side, from the paper calculations. 
It is still not certain how much performance will be sacrificed in the use of 
noise suppressors. And some insiders who remember how aviation has outpaced 
all predictions have a hunch that top-load take-offs will be desired more often 
than the manufacturers think. 

Jets flying against prevailing headwinds from Europe to the United States 
will have heavy fuel requirements, for instance. And who is to say that Atlanta 
will not wish to schedule flights to Paris in 10 years? Or that a proliferation 
of polar routes will not increase the number of occasions when top-load take- 
offs will be desired? 

Airport operators, and the airlines that will use their facilities, have a lot of 
other things to think about: 

Runway strength requirements. 

Flush lighting on the center of the runway to facilitate all-weather operations. 

High-speed turn-offs to clear a landing plane off the runway as quickly as 
possible. 

Bypass strips to enable jets, which need no engine run-up, to taxi past piston 
planes, which do, 

Facilities to process passenger loads habitually exceeding 100 for each jet 
airliner, 

Improved baggage-handling facilities. 

Underground fuel tanks topped by hydrants to refuel planes that would use 
the contents of several conventional fuel trucks. 
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AIRLINES AWARE OF TASK 


A few months ago an airline president, somewhat shaken by the experience 
of ordering a fleet of jet planes costing $6 million each, is reported to have said 
in a tone of strained jocularity: 

“We are buying airplanes that haven’t yet been fully designed, with millions 
of dollars we don’t have, and we’re going to operate them off airports that are 
too small in an air traffic control that is too slow, and we must fill them with 
more passengers than we’ve ever carried before.” 

At the time, if the element of hyperbole was discounted, there was a lot to 
what he said. There still is, though some of the gloomier aspects of the assess- 
ment have brightened in the interval. 

What must be most heartening to the airline president in question is the 
gathering evidence that aviation leaders of all stripes realize the size of the 
workload ahead of them. 

The first jet operations are almost 3 years off. The industry already is putting 
in overtime weeks getting ready. 


AIRLINES PROFITLESS PROSPERITY 


There have been no excess profits for the airlines. If anything, the airline 
industry has been going through a period of profitless prosperity. In other words, 
the airlines have had to accelerate their gains in traffic and gross revenues 
merely to hold their own in earnings. 

The accompanying chart No. 24 and Table No. 24-A reveals significant com- 
parative operating trends for the domestic trunk airlines for the 1946-55 
period. Results for 1946 and 1955, along with that for 1951, are shown to 
measure this trend. As shown elsewhere, deficit operations were experienced 
in 1946, 1947, and 1948. Profitable results for the industry, while emerging in 
1949, did not have much of an assured tone until 1951. Accordingly, 1951 can 
properly be used as a measuring base and also permits the inclusion of a 5-year 
period over which to evaluate results. 

For this 5-year period, 1951-55, it can be seen that net income, after taxes, 
gained but 45.1 percent and is accentuated because of the low base established 
in 1951. While revenue passenger-miles were up some 88.1 percent, total 
passenger revenues gained 79.2 percent. However, operating income came to but 
a 16.5 percent increase. In other words, a declining scale prevails in all of 
the elements leading to the profit line. 

As an incidental item, it is interesting to note that, while mail revenues 
were down 18.6 percent actual mail ton-miles flown gained 36.6 percent in 1955 
over 1951. 

Yet, to accomplish these large gains in gross revenues and small increment 
in earnings, it was necessary to increase total assets by almost 56 percent. 
This was made possible by the retention of earnings and additional equity 
financing, which led to a 73.9 percent increase in net worth. Long-term debt 
could not be expanded to the same extent as equity for the simple reason that 
the industry, as a whole, simply could not support or attract additional borrow- 
ings; such is the nature of its position and character of its operations. 

This is the record for the airlines—heralded wide and far for its strong 
growth prospects and, hence, anticipated earning power. 

By contrast, let us look at representative companies in other growth-type 
industries, measured for their financial development during the same period 
under review. (Individual companies are used because of the accessibility of 
the data in this form. Industry summaries are not readily available.) This 
experience is detailed in table No. 24. 

It can be seen that, in the case of aircraft, aluminum, and chemicals, a far 
greater percentage of gross was carried through to net. In other words, the 
gains in net have been much greater than in gross. While Radio Corp. did 
not follow this same pattern, its experience was, nevertheless, superior to that 
of the airlines. Specifically, Douglas Aircraft increased its gross revenues by 
some 283.7 percent in 1955 over 1951, which resulted in a gain of 308.7 percent 
in net incomie. Similarly, during the same period, the Aluminum Company of 
America increased its gross revenues 56.5 percent, but wound up with a gain 
of 122.9 percent in net income. Further, Union Carbide & Chemical, by increas- 
ing its gross revenues 28 percent, augmented its net income 35.4 percent. 
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Further, in all cases mentioned, to produce the gains in gross and net, 
it was not necessary to augment net assets and net worth to the large extent 
found essential for the airlines. In other words, in these other growth groups, 
it took less capital to generate increases in gross and net. 

Even the A. T. & T. system, with its monopolistic and regulated position 
and steady, stable, upward growth, was able to carry more income to net from 
gross than the airlines. Here, too, the growth factor in net worth and total 
assets, despite the heavy expansion demands, has not been anywhere near as 
large as that experienced by the airlines. 
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TABLE 24.—T'rends in gross revenues vs. net income after taxes, domestic trunk 
airlines and selected industries, 1946-55 
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TaBLE 24.—Trends in gross revenues vs. net income after taxes, domestic trunk 
airlines and selected industries, 1946-55—Continued 
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TABLE 24A.—Comparative operating and financial trends, domestic trunk airlines, 
1946-55 


Revenue passenger miles, in mil- 
i 7, 766 


$524, 109 
430, 098 


~ 


Cargo and other 19, 046 
Operating income, in thousands...-| ! (5,228) 
Total assets, in thousands 387, 100 
Total net worth, in thousands. 180, 906 
Total long-term debt, in thousands. 90, 098 
Net income after tax, in thousands-_| ! (5, 627) 
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1 Parentheses denote red. 
2 Preliminary. 


Note.—Balance sheet items include international operations of domestic trunks. Other items include 
only domestic portion of domestic trunk operations. 


COMPARATIVE STOCK PRICE TRENDS 


Certainly, if the airlines were rolling in excess profits, this would be readily 
evident through a number of means. For example, it would show up in the 
market price of the industry’s securities by revealing the regard, if any, for its 
equities by sophisticated investment sources. It would be reflected in their 
dividend practices which are subsequently examined. These are but a few of 
the measures. They permit readily available comparisons which are universally 
applied and acceptable in investment circles. 

Let us take a look at stock price trends for airline investors. The sad truth 
is that the investor has done very poorly in airline securities since 1946 until 
the present. This is both on an absolute basis and particularly in comparison 
with the general market and any number of other growth groups. These trends 
further demonstrate the lack of investment attraction of the airline group rela- 
tive to other industries. 

To measure these trends, Standard & Poor’s Security Price Index Record has 
been used. To avoid distortions, the indices for all groups presented have been 
converted so that 1946 becomes the base year, or 100. 
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Chart 25 and table 25 shows the investment equity market price trends (as 
measured by Standard & Poor’s Security Price Index Record) for the air trans- 
port group along with those for other all-inclusive groups as well as for other 
representative growth industries. 

It can be seen that, despite the strong growth characteristics of the airline 
group, as manifested by the increase of 263 percent in gross revenues for the 
domestic airlines from 1946 to 1955, airline equities have increased but 25 per- 
cent in price from 1946 through the first quarter of 1956. This has occurred in 
the face of one of the biggest booms in the country’s history, as evidenced by the 
industrial stock average increasing some 166 percent from 1946 through the 
1956 first quarter. 

The railroad industry, which has been losing freight volume to trucks and 
passenger business to the airlines, has shown an appreciation of almost 78 per- 
cent in its securities for this same period. 

More startling are the contrasts as revealed by other growth industries. The 
aircraft group, for example, increased the value of its investor’s holdings by 
362 percent from 1946 through the first quarter of 1956. 

The aluminum industry, a growth group and supported in many ways by 
Government funds—facilities, loans, and expenditures—has shown a price 
appreciation of 476 percent during the period under review. 

Chemicals, another growth industry, have increased 239 percent in investment 
values during the same period. 

Radio, TV and electronics, still another growth category, gained 170 percent 
in investment appreciation. 

The shipping industry, more heavily subsidized than the airlines ever were, 
has given its investors a 54 percent price appreciation during this same period. 

Even the coal industry ( (bituminous), which is one of depletion and seriously 
undermined by oil, managed to reward its investors to the tune of a 268 percent 
appreciation during the past 10 years. 

It must be remembered that, as a growth group, the airlines will, in investment 
consideration, be compared with other growth groups. On the record, the air- 
lines have fared badly in this comparison. This can be attributed, in large 
part, to the disappointing earnings record of the airlines in that operating profits 
generally expected to be generated by a growth group simply failed to material- 
ize. 
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TaBLE 25.—Comparative stock price trends, airlines and selected industries, 
1946-56 
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Source: Standard & Poor’s Security Price Index Record, 1955 edition, 1956 supplements. 


ABILITY OF AIRLINE INDUSTRY TO ATTRACT CAPITAL 


There are other tangible ways of measuring the standing of airlines in the 
investment community and in fact elements which may also indicate the extent 
to which the industry may or may not be able to attract the capital so necessary 
to its growth and expansion. 

Despite the relative improvements in earnings for most airlines in recent 
years they enjoy very little, if any, stature in investment circles, the source 
of equity capital so essential to the industry’s continued growth and expansion. 
This is evident by an examination of the portfolio analysis of investment trusts 
and other fiduciary type holdings of industrial securities. 

These funds represent a major source of equity capital. At the 1955 year- 
end it was estimated that some 200 investment trusts had total assets in excess 
of $9 billion, as compared to but $1 billion in 1940. These funds, by the sheer 
size of capital controlled, are obviously an ever-growing factor in the American 
economy as they can underwrite major expansion programs for industry. 

Further, corporations with stock in the hands of the public are most anxious 
to have their securities held by these investment trusts. It does a number of 
things: it affords them with stable stockholders, who maintain long-term posi- 
tions; it develops an established source for obtaining additional capital, and, 
further, it builds investment “character” as individual investors are impressed 
with such trust holdings and frequently are guided to make similar commitments 
of their own. 

In this respect, still other reservoirs of capital, but of a more conservative 
nature, are those provided by other institutional sources such as insurance com- 
panies and pension funds. Despite their conservative nature, these fiduciaries 
have shown tendencies to invest a larger percentage of their funds in common 
stocks so as to obtain better yields and some capital appreciation through par- 
ticipation in growth situations. 

For example, the Securities and Exchange Commission, in a recent study, 
showed that noninsured pension funds had some $11.25 billion in assets at the 
1954 year-end, of which more than $2 billion was invested in common stocks. 

Against this supply of funds must be placed the demand factor. For this, 
guidance may be had from a leading industrialist who recently placed the need 
of new public financing in the next 10 years at a minimum of $160 billion. 
Whether or not this demand will be realized to the full extent indicated is not 
subject to precise analysis. But it is known that individual companies have 
projected capital expenditures of substantial magnitude. For example, one com- 
pany, the Texas Corp., placed its capital expenditures at $1.5 billion during the 
next 5 years. Further, the American Telephone & Telegraph Corp. recently 
indicated that it would spend about $2 billion this year. 

By contrast, the airlines as a group have projected capital expenditures esti- 
mated as running upward of $3 billion during the next 10 years. A substantial 
percentage of this requirement must be forthcoming through public financing. 

It is obvious that the airlines do not live in a vacuum but must compete aggres- 
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sively for funds with other leading industries. Hence, the airlines must seek 
such investment stature as to attract new money at terms no less favorable than 
available to other industries. 

Yet, the airlines have fallen far short of attaining the required competitive 
investment stature so that they can attract the necessary equity-type capital on a 
favorable basis. 

This is demonstrated upon examination of the holdings of some 200 investment 
trusts. Airline commitments remain of insignificant proportions as they lack 
sufficient investment quality. 

Schedule A shows the holdings of airline equities, in the aggregate by all in- 
vestment trusts as of the 1955 year-end. 

By contrast, in exhibits submitted and incorporated in the record by the inquiry 
conducted by the Committee on Banking and Currency (Fulbright committee) 
last year on Factors Affecting Stock Market, it was revealed that investment 
trust holdings of other leading industrials figured prominently in overall per- 
centage ownership of outstanding share capitalizations.’ 

In this compilation of leading industrials it was not unusual to find that such 
investment trust holdings averaged upward of 25 percent of the total common 
stock outstanding for many of the companies involved. Moreover, trusts having 
commitments in these other industrials are known to have been many in number, 
50 or more being rather commonplace. 

The airlines, on the other hand, are not at all well regarded by these same 
investment trusts. For example, in the annual compilations of the group of the 
100 largest holdings among investment trusts, at no time has there been a single 
airline equity. 

Further, as schedule A shows, these are only a few of the airline equities 
that have found their way to investment trust portfolios. In no case does the 
combined holdings of any one common stock exceed 10 percent of the carriers’ 
issue, with the exception of one special situation. To the extent that airline 
investments appear in investment funds, it must be realized this is largely so 
because diversification policies of these funds so dictate that some representation 
in most industries be obtained. But by no means is this representation an ag- 
gressive one in the airline group. 

Still another test of investment lack-luster of the airline group can be seen in 
the aggregate holdings of other fiduciaries. A study has been made of well over 
1,000 life, fire, and casualty insurance companies, fraternal orders, pension funds, 
and related fiduciary groups. The substance of holdings in airline common stocks 
of this group is shown in schedule B. Of the 12 domestic trunk airlines only 6 
have found their way to these fiduciary portfolios, but to the smallest degree 
imaginable. For example, in no case does the aggregate holdings of a single air- 
line’s common equity comprise more than 1 percent of the outstanding issue. 
Such is the lack of investment appeal relative to other industries prevailing for 
the airlines as evpressed in the consummate judgment of more than 1,000 insur- 
ance and related fiduciary groups. 


ScHEDULE A.—Investment trust holdings of airline equities at 1955 yearend 
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1 Staff report, Committee on Banking and Currency, Factors Affecting the Stock Market, 
April 30, 1955, pp. 167-201. 
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ScHEDULE B.—Insurance company holdings of airline equities, Dec. 31, 1954° 


| Number of Total Market | Percent of 
shares held | valuation 2 | shares held 


1 Latest data available. 
3 At 1954 year-end. 


Source: Corporate Holdings of Insurance Companies, 1955, United Statistical Associates, Inc., New York, 


COMPARATIVE DIVIDEND PAYMENTS AS A GUIDE TO AIRLINE INVESTMENT APPEAL 


The need for funds for expansion purposes by the airlines has been so great 
that the group has had to husband the bulk of its available limited earnings. 

Chart 26 and accompanying table 26 convincingly demonstrates that the air- 
lines have not been liberal in making dividend disbursements to their stock- 
holders. In fact, if anything, they have been rather niggardly in this respect. 
The average for all corporations in this measure has been 47.1 percent for the 
past 10 years and 53.6 percent for the past 5 years. The airline dividend payout 
has been but 33.2 and 27.7 percent, respectively, for the same periods. 

For a more realistic perspective the experiences of the past 5 years should be 
evaluated in this measure. It was during this period that, relatively speaking, 
the airlines showed some indication of generating earnings as contrasted to its 
earlier years. Hence, it was only during this latest period that the industry 
may have had some earnings from which to make respectable disbursements to 
stockholders. Instead, the airlines chose to plow back the bulk of earnings 
into further expansion of properties. 

Yet, it is this husbanding of earnings instead of paying larger dividends—made 
more noticeable by contrast with the general United States corporate experi- 
ence—which has served as a deterrent to the airline industry attaining a higher 
investment standing. 

(Note qualification on table as to dividend payments during deficit years of 
1946, 1947, and 1948.) 
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TaBLe 26.—Comparative dividend payments, all corporate experience and 
domestic trunk airlines, 1946-55 
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Norr.—Dividend payments during 1946-49 represent disbursements almost entirely on preferred stocks 
outstanding. Omitted dividends on these senior equities would have been most harmful to the credit 
standing of the carriers involved. 

Source: All corporate experience, Department of Commerce. Domestic trunk airlines; CAB records, 
and company annual reports. 
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UTILIZATION OF FUNDS FROM ALL SOURCES, 1946-55, DOMESTIC TRUNK AIRLINES 


One of the most conclusive measures of dedication to public service in all its 
aspects by the airlines and the course of action pursued to place the industry 
in a position to achieve this broad objective can be seen through a summarized 
statement of application of funds covering the past 10-year period. This is 
nothing more than a statement showing the manner in which the industry de- 
rived its funds, both externally and internally, and, once having obtained these 
funds from various sources, what it did with them in their distribution. 

This evaluation is common practice for well-managed individual companies, 
and it is a test that can be applied to any given industry of like characteristics. 
In short, it may be said to represent a financial accounting of the industry’s 
operations, with the figures speaking for themselves. 

To make this evaluation, we have analyzed individual reports for all of the 
separate airlines comprising the domestic trunk carriers for the past 10 years, 
1946-55. 

This summarized statement is shown in table No. 27. It is a startling fact 
that, during the past 10 years, an estimated $1,448 million has been poured into 
capital expenditures—representing, primarily, new aircraft, but including as 
well, ground equipment and related facilities necessary to form the scheduled 
domestic airline network as presently constituted. This represents some 82.3 
percent of the entire funds obtained or created by the industry during this 
same period. These funds were derived from such sources as earnings (about 
16 percent), sale of additional stock, debt financing and from internal sources 
generated by depreciation, property retirements, and other amortizations. It 
is significant that only 5 percent of all funds derived from these sundry sources 
were utilized to pay dividends to stockholders. A large measure of these divi- 
dends, incidentally, had to be paid to preferred stockholders and were virtually 
mandatory from a credit standpoint. 

While the airlines generated a large percentage of their funds from internal 
sources, this is in keeping with sound corporate financial practice. 

It must be clearly kept in mind that it is frequently far more important to 
ascertain the end utilization of corporate funds rather than their generation 
in normal business practice. 

Internal generation of funds is the normal manner in which all industry 
finances much of its expansion. For example, in the recent survey of projected 
1956 capital expenditures for United States corporations, the Securities and Ex- 
change Commission found this requirement to reach a total of $35.5 billion. 
However, “internal sources” are expected by the SEC to supply $25.5 billion 
of this amount or 72 percent. These internal sources are retained profits, deple- 
tion allowances plus rapid depreciation and other amortization elements. 

All United States corporate financial development has followed this general 
practice. This is shown in table No. 28, which depicts the use and sources of 
funds of all United States corporations for the last 10 years, the same period 
covered in the related airline analysis. This statement, prepared by the Depart- 
ment of Commerce and based on the Securities and Exchange Commission and 
other financial data, reveals how all United States corporations used the funds 
made available and how they were derived. While not comparable with every 
element presented in our airline statement, it nevertheless reveals all pertinent 
factors as an effective guide to United States corporate financial experience. 
On this basis, for industry as a whole, plant and equipment outlays consumed 
about 70 percent of all funds made available. This compares to more than 
82 percent expended by the airlines for like purposes, 

It is therefore obvious that large expenditures for equipment acquisitions 
are not unusual in the growth of American industry. But the airlines are forced 
to make relatively heavier expenditures for equipment because of the rapid 
strides in the technological art and the obsolescence factor of their equipment. 
The airlines can hardly afford not to introduce the most efficient and economical 
aircraft available in service. It is this practice which has made possible the 
absorption of increased operating costs while maintaining the lowest fare 
structure possible so that broadening air travel markets may be encouraged. 
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FUNDS FROM ALL SoulicES 





TABLE 27.—Source and application of funds, domestic trunklines, 1946-55 
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Souree: CAB records and company reports. 
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TaBLE 28.—Use and sources of funds, all United States corporations, except 
banks and insurance companies, 1946-55 
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The Cuarrman. Thank you both. 

Mr. Tieton. If this concludes our testimony, I want to express the 
appreciation of the Air Transport Association, and the industry it 
represents, for the careful and patient listening to our testimony that 
you have provided. 

The Cuarrman. And we want to state, on our side of the dais, that 
you have been very cooperative, both of you, and your staff, and we 
are very grateful to you for that cooperation. It was nice to have this 
cordiality continued. 

Mr. Treron. Thank you, sir. 

The Cuarrman. The chairman wishes to announce the meeting will 
adjourn until Monday next, at 10:30 in the morning, and we will 
proceed until 12:30 in the afternoon when there will be a break for 
lunch until 2: 30. 

The first witnesses will be representatives of the National Airlines 
on Monday; and then the conference of local airlines will follow Na- 
tional Airlines. 

(Whereupon, at 12:15 p. m., the subcommittee adjourned, to re- 
convene at 10: 30 a. m., Monday, May 21, 1956.) 
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MONDAY, MAY 21, 1956 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF TITE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:30 a. m., in room 
346, Old House Office Building, Hon. Emanuel Celler (chairman of 
the Judiciary Committee) presiding. 

Present: Representatives Celler (chairman), Rogers, Quigley. 
Keating, and McCulloch. 

Also present: Herbert N. Maletz, chief counsel, and Kenneth R. 
Harkins, cocounsel. 

The Cuatrman. The committee will come to order. 

Mr. Hardy will be our first witness—Alexander G. Hardy, vice 
president of the National Airlines. 

Mr. Hardy, I understand you have a statement. We will accept 
that statement in the record. Would you care to epitomize the state- 
ment for us without reading it in its entirety ? 


TESTIMONY OF ALEXANDER G. HARDY, SENIOR VICE PRESIDENT, 
NATIONAL AIRLINES, INC.; ACCOMPANIED BY RICHARD A. 
FITZGERALD, ASSISTANT VICE PRESIDENT, NATIONAL AIR- 
LINES, INC. 


Mr. Harpy. Mr. Chairman, if it would be with your consent, I 
would like to go through my statement verbatim. I have spent a 
great deal of time on this statement, and worked very strenuously on 
some of the things I would like to call to your attention. 

The CuairMan. I may want to interrupt you on one or two matters 
as you go along. 

Mr. Harpy. I would hope you would, Mr. Chairman. 

The Cuarirman, All right. 

Mr. Harpy. Mr. Chairman, I am Alexander G. Hardy, senior vice 
president of National Airlines. 

I wish to introduce the gentleman sitting at my right, who is Mr. 
Richard A. Fitzgerald, our assistant vice president. 

Mr. Chairman, I thank you for the privilege of appearing before 
you today to tell our side of the story. 

First, I want to talk about the moral issue. 

I should not be here today were it not for the kind of testimony 
that has been presented on behalf of the nonsked North American 
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Airlines and the misleading and inaccurate testimony thus far pre- 
sented by other witnesses. 

The charges made before this committee that the certificated indus- 
try is one big monopoly are false and misleading. We who have the 
burden of fighting againsc large and strong competitors, day in and 
day out, find such charges pretty ridiculous. 

I want to make it clear that I am not here as a representative of any 
“oiant” airline—to the contrary, I represent National Airlines, an 
airline which, since 1938, has fought hard and long for its present 
route system, which, by the way, we operate totally free of subsidy. 

To illustrate the vigorous competition which exists in this industry, 
I propose to tell you something about my company. 

National Airlines started out in 1934 with two Ryan four-passenger 
single-engine planes, not much larger than Lindbergh’s Spirit of St. 
Louis. These operated over a 150-mile route between Daytona Beach 
and St. Petersburg, Fla. 

When the Civil Aeronautics Act was passed in 1938, National was 
the smallest air carrier in the United States in terms of revenue and 
traffic. It certainly was not a trunkline. From the map you can 
. how small we really were in those days. 

r. Chairman, here is what I want to point out. When the Civil 
Aeronautics Act was passed, this was our total route system, from 
Daytona Beach to Miami. 

In the act itself, the act provided for a new route. That is the route 
from Jacksonville via intermediate points to New Orleans. 

We did not get that route out of the Civil Aeronautics Act. The 
act provided for it and carriers were permitted to bid for the route, 
and we were the successful bidder. 

Strange as it may seem, after we got that route we fought 2 years, 
until 1941, to get the 90-mile gap filled in. That is our beginning, 
gentlemen. 

And, as I pointed out, with that beginning, from the smallest car- 
rier in existence, and from that small local service beginning, we were 
not a trunkline. 

And I want to say today that National has grown to its present 
trunkline position, with which you are all familiar, between New 
York and Miami and a modest route structure going north and south 
and east and west as far as New Orleans, but we are still the smallest 
trunkline in the country in terms of route miles. We have only 
2,800 route miles. 

Even some of the feeder airlines have more route mileages than 
we do today. 

Nevertheless, gentlemen, we carry the mail at the same nonsubsi- 
dized service rate as the larger carriers, and we carry it for that rate 
into some of the leanest stations in the entire country. 

I give you this background, Mr. Chairman, to acquaint the com- 
mittee with the fact that I am speaking for one of the smaller car- 
riers, a carrier which has grown and prospered under the Civil Aero- 
nautics Act, and which has devoted itself to providing a real service 
to all of the public which it is authorized to serve. e are the car- 
rier which has been most aggressive in providing the public the best 
service at the lowest cost. 
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We are not a company begging special protection from the com- 
petition. 

We ask only one thing—that the rules which apply to us apply to 
everybody else. 

It amazes me to find North American Airlines, of all people, before 
this committee. This is a subcommittee, as I understand it, of the 
i Committee, which I like to call our congressional guardian 
of fair play. 

It distresses me that this committee is not demanding that North 
American’s illegal activity be stopped now and that law and order 
be preserved. 

North American’s history is a financial fairy tale. It is a real lesson 
in “how to get rich by violating the law.” 

To hear the lawbreakers talk, the North American combine should 
be rewarded for its wholesale violation of the law by being singled 
out as the only carrier in the United States to receive the authority 
to operate all of the major routes in the Nation without showing a 
need for such service in a proceeding before the Civil Aeronautics 
Board, and without proving it is “fit, willing, and able” to provide the 
service. 

We had to do it. Why shouldn’t they ? 

Let’s analyze North American. It is really the “Case of the Four 
Multimilliaonires,” Fischgrund, Weiss, Levin, and Hart. And, 
“pressure” is their most important product. 

Mr. Materz. That is a pretty serious charge you are making about 
pressure being their most important product. Do you have any evi- 
dence to support the charge? 

Mr. Harpy. Mr. Maletz, I am going to elicit in my testimony the 
things which I think make up the pressure that North American has 
engaged in outside of the confines of what I consider proper judicial 

rocess. 
. In that connection, I should like to point out that this pressure 
campaign of North American Airlines is one that should be of great 
concern to this committee, and I am going to point out the people who 
whistle their tunes and play their pressure game at a later stage of my 
testimony. 

The CuHarrMan. Let’s have it now. Who are those who have been 
used to pressure the administration for North American? 

Mr. Harpy. I want to point out, Mr. Chairman, and to urge this 
committee to ask North American to supply to you a list of their 
lobbyists who are engaged in these pressure tactics, and I would point 
out to you such a list would show North American attorneys, Hardy 
McClay and William C. Burt, to have been top-level lawyers at the 
CAB. 

I understand from your counsel you now have their names on the 
supplemental list which was not on the original list supplied by the 
Board. 

Mr. Maerz. Which was supplied by the Civil Aeronautics Board. 

Mr. Harpy. Yes. 

Mr. Materz. That list shows that Mr. Burt and Mr. McClay were 
at one time with the Civil Aeronautics Board, and are now in private 
practice, representing North American Airlines. 

Mr. Harpy. That is correct. 
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Mr. Materz. The list also shows you were with the Civil Aeronau- 
tics Board. 

Mr. Harpy. That is right. 

Mr. Maerz. And now you are with National. 

Mr. Harpy. That is right. I want to point out, Mr. Chairman—— 

The CuatrMan. What are the names of those who you say have 
pressurized the administration in addition to those you have given us? 

Mr. Harpy. I want to point out that the list would show Senator 
Joseph P. O’Mahoney as a North American lawyer, lobbyist and 
director, before he was reelected to the Senate. That list will show 
the name of Laurence Henderson, formerly staff director of the United 
States Senate Small Business Committee—and while on that job 
Henderson directed the preparation of several reports highly favor- 
able to the North American cause. 

Henderson is now North American’s executive in charge of congres- 
sional affairs. Also, he has acquired a new assistant with excellent 
connections—a Mr. Bill Sturtevant. 

The Cnarrman. You do not mean to imply there is anyhing wrong 
for a former employee or official of the Civil Aeronautics Board to 
become associated with an airline after he has severed his employment? 

Mr. Harpy. Decidedly not. I don’t say there is anything wrong in 
it. However, there have been charges—— 

The CuarrMan. Because you would be wrong yourself, then. 

Mr. Harpy. I submit, Mr. Chairman, there have been charges made 
here that the certificated carriers are pressure artists, in effect, and 
have used nothing but pressures through connections, and otherwise. 
Mr. Weiss made that statement for North American, and Mr. McClay 
supported it; and I noticed this committee, when it requested its list 
of former CAB personnel now with the carriers, and vice versa, you 
requested that in good faith. But I submit that North American 
will show that supports a conspiracy charge, because all people who 
worked with the industry are now with CAB, and vice versa. 

So I submit in that context that North American has laid at the 
doorstep of these proceedings, I submit, for you to judge presently 
the question of whether pressure was exerted upon the administrative 
agency, the question of whether undue pressure has been used when 
we have a quasi-judicial function, and  porsatt we need before you 
likewise the list of North American representatives and lobbyists. 

The Cuairman. You started to provide a list of names, and included 
a list of names of those formerly connected with the CAB and the 
Congress. Are there any other names? 

Mr. Ilarpy. Yes; I wish to goon. 

The list does not end there. What is the role of Maurice Rosen- 
blatt, a high-powered North American lobbyist here in the Halls of 
Congress? Mr. Rosenblatt has another job. He is campaign director 
of the National Committee for an Effective Congress. In that ca- 
pacity, as I understand it, Mr. Rosenblatt raises money and makes 
contributions to the campaign of candidates favored by his committee. 
How does he separate the two jobs? 

Now, the active role also on behalf of North American by Gardner 
Jackson, a well-known figure here on the Hill, would also be interest- 
ing to determine. Mr. Jackson is an effective lobbyist, and a top 
officeholder in the Americans for Democratic Action. 

The Cuarman. Is hea lawyer? 








ve 
3? 


or 
id 
Ww 
ad 
»b 
r- 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2151 


Mr. Harpy. I don’t believe he is. 

The Cuarrman. Go ahead. 

Mr. Harpy. North American’s lobby force has also been graced by 
a feminine set. The past and present affiliations of the charming 
Misses Margaret Tucker, Kate Alfriend, Laura Barone, and Joan 
David, also need looking into, and I ask you to investigate thoroughly 
that aspect of this pressure group. 

You will find that Miss Tucker was formerly with the Civil Aero- 
nautics Board, was then with the Senate Small Business Committee, 
and went with North American, was with the Committee for an Effec- 
tive Congress, and is now a secretary for the Senate majority. 

You will find Miss Alfriend was here as a lobbyist for ADA, was 
with the Senate Small Business Committee, andl then with North 
American, and the Committee for an Effective Congress. 

You will find Miss Barone has done work for and is with North 
American, and with the Committee for an Effective Congress. 

Miss David—I am unable to outline her activity, except she is a new 
public-relations girl for North American, and very competent, indeed. 

The Crairman. Do you charge any wrongdoing by these ladies you 
mention ? 

Mr. Harpy. I don’t charge any wrongdoing, but I am ae trying 
to point out to you, Mr. Chairman, here is a list of people working for 
North American in these forums, namely, the Congress of the United 
States, and they have testified it is too expensive to come down before 
the Civil Aeronautics Board and try a case, when here you see the 
force of their effect up here and the money spent; and I will go into, 
in a moment, the type of pressure activities that they engage in. 

Mr. McCutiocn. Mr. Chairman, may I make one inquiry. 

Does this mean that these people are presently employed by 2 em- 
ployers or presently are serving 2 masters ? 

Mr. Harpy. I don’t know, Mr. McCulloch. I don’t know what their 
present affiliations are. All I am trying to do is outline for the com- 
mittee the people that I know that have been connected with North 
American and that have engaged in North American’s pressure cam- 
paign here on the Hill and elsewhere, and I ask this committee to look 
into it, because they have charged us with a conspiracy. 

They said the ATA is, the scheduled carriers. I am one of those, 
and I am striking back with facts. And Mr. McClay could not give 
you facts, Mr. Chairman, Mr. Weiss could not give you facts, Mr. 
Chairman, and you asked him to drop his charge. 

I am trying to get the facts; and if you will let me pursue it, I will 
give them to you. 

The Crrarrman,. Let the gentleman propound his question to you. 

Mr. Harpy. Yes. 

Mr. McCuttocn. It is most important to me, Mr. Chairman, to 
know whether or not one or more or all of these people who are named 
are serving two masters at the same time, either now or in the past. 

Mr. Harpy. I am not in possession of that knowledge. 

Mr. McCur1ocn. You are saying to us that we should determine 
that ‘from the facts. 

Mr. Ifanny. I think this committee should determine that and go 
thoreuchly into it. 





2152 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Now, to this list, Mr. Chairman, I wish to add the politically well- 
connected Murray Chotiner and Raimond Bowles—— 

The CHairman. What name? 

Mr. Harpy. Murray Chotiner. Mr. Chotiner, as you know, has 
been before another committee of Congress recently with respect to 
allegations of pressure. 

The Cuatrman. Is he a lobbyist for North American ? 

Mr. Harpy. I don’t know what Mr. Chotiner is. As you know, they 
wrote a letter to the President, and they said : 

He counseled us to undertake a broad informational program which would 
bring the facts of our case to the attention of the public. 

And in a moment, I would like to go into what kind of program they 
actually conducted. 

The Cuaimman. Let’s have it. 

Mr. Harpy. You will find at page—— 

The Cuamman. I think you mentioned Mr. Chotiner’s name on 
page 9, together with a Raimond Bowles. 

Mr. Harpy. Yes; Raimond Bowles. 

The CHairman. Who is Raimond Bowles? 

Mr. Harpy. He is a public relations man for North American, who 
is engaged in public relations activity here with the Government in 
behalf of North American, and he was formerly the peccnies chief of 
the Republican National Committee, and formerly an assistant to 


Governor Sherman Adams from the State of New Hampshire. 

I want to point out to you this pressure campaign. At page 1097 in 
the hearings of the Senate on S. 2647, the hearings before the Commit- 
tee on Interstate and Foreign Commerce of the United States Senate, 


you will find there an article introduced in the record by Senator 
Schoeppel, I believe, and that article is entitled, “North American 
Airlines Launches Pressure Campaign,” and I wish you would read it, 
Mr. Chairman, when you get the opportunity. It goes on for two 
pages, and the pressure campaign tells them how to write the letters, 
what to do with the letters, and who to put the heat on, and they say 
preferably Republicans, and get support from the Republicans. 

. In addition to that, I would like to have that incorporated in this 

earin 

Mr. Harkins. Are you saying that Murray Chotiner organized this 
campaign ? 

Mr. Harpy. I am not saying that. They say here they sent him out 
on a campaign such as this, and I am asking you to find out if this is 
the campaign Mr. Chotiner was sent out on. Because he is the fellow 
who devised a broad educational program. I am showing you the 
program. 

I think it is for the committee to determine. I don’t know whether 
he is the fellow behind this. All I do know, however, is when you find 
at page 1097 of the hearings on S, 2647, it reads: 

Four sample letters and one sample telegram have been prepared, each bearing 
this caption at the top: “Outline letter from businessman to President,” to be sent 
on letterhead of most important firms available. Copies to Congressmen, Sena- 
tors Knowland, Kuchel, and Vice President Nixon. 

Now, in each event you find that it is a California connection. I 
surmise it may be Chotiner, but I don’t know, and I ask you people 
to look into that. 
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Now, also, I wish to submit for the record the North American 
brochure—— 

The Cuarmman. Of course, I think you must be very careful in 
coming to the conclusion in that regard. You don’t give us any real 
reason to tie up Mr. Chotiner with this so-called campaign except 
surmises. 

Mr. Harpy. Well, the only reason that I give to tie him up to it is 
that Mr. Chotiner testified that he represented North American. He 
testified in the other Senate committee, as I read in the press, that 
he made calls and had people make calls from the White House 
staff to the CAB about the pending North American case. 

Also, here North American explains the Chotiner situation, and 
this is from Aviation Daily of May 9, 1956. 

The Cuatrman. Do you have any direct evidence tying him up with 
all that ? 

Mr. Harpy. I don’t have any direct evidence, other than he says 
he represents North American. North American says he counseled 
them on a broad informational program, and now I am pointing out 
the program. 

Mr. Rogers. You referred to some letters of North American. 

Mr. Harpy. I want to refer to something else. 

Mr. Rocers. Is that a letter written by North American, and to 
whom ? 

Mr. Harpy. To the President of the United States. 

Mr. Rogers. When? 

Mr. Harpy. This was written, apparently, May 9 of this year. 

Mr. Rocers. Have you got a copy of it? 

Mr. Harpy. I don’t have a copy of the letter. All I have is quotes 
from the letter in Aviation Daily, in the article in Aviation Daily. 
If you wish me to read it, I would be glad to read it, Mr. Chairman. 

The Cuarrman. This is a letter sent to the President by Mr. 
Chotiner? 

Mr. Harpy. By North American. 

The Cuatrman. Read it. Read the letter. 

Mr. Harpy. This is what the Aviation Daily says: 

North American Airlines, in a letter to President Eisenhower yesterday, said 
it retained Murray Chotiner “in the hope that he could help focus attention on 
a situation in which the public was being denied the benefits of low-cost air 
transportation and we were being denied the opportunity to provide this service.” 

At hearings before the Senate Permanent Investigating Committee last week, 
Chotiner testified he visited former White House aid, Charles F. Willis, Jr., 
in connection with a pending North American case. 

The letter to the President, signed by North American official Stanley D. 
Weiss, stated “we would like to clarify Mr. Chotiner’s connection with us in the 
hope that we can prevent our cause from being prejudiced. We went to Mr. 
Chotiner,” Weiss wrote, “he did not come to us. We knew we could only win 
our fight if there was a general awareness of our plight and the merits of our 
case. We were not so naive as to believe that any individual outside the Govern- 
ment, regardless of his prestige, could control a decision of the magnitude in- 
volved in our case * * *” 

The Weiss letter indicated Chotiner’s assistance was sought in June 1953. 
“We consulted Mr. Chotiner, a Los Angeles lawyer whose family had been 
acquainted with the family of one of our partners for over 30 years,” it said. 

Further, “Mr. Chotiner was familiar with our record of safe, responsible 
operations as an independent air carrier. He studied our legal briefs and other 
documents and became thoroughly familiar with our case. Following a subse- 
quent visit to Washington, he reported that he found little awareness of our issue. 
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He counseled us to undertake a broad informational program which would bring 
the facts of our case to the attention of the public. He felt that there was a 
general lack of understanding of some of the basic trends in air transportation 
and that North American's fate was bound to a wider realization of the signifi- 
cance of our problem. Following Mr. Chotiner’s counsel which we still believe 
to be sound, we have atempted to get the facts to the people.” 

Mr. Rocers. Let me interrupt you there. Was this information 
given by Chotiner to North American in 1953, or was it something 
recent ¢ 

Mr. Harpy. I don’t know, Mr. Rogers. I don’t know when the 
activity started. But this is the letter they wrote, which indicates 
that Mr. Chotiner was in on this informational program, not acting as 
a lawyer participating in the hearings under the Administrative Pro- 
cedure Act before the Civil Aeronautics Board. 

Mr. Harkins. Excuse me, Mr. Chairman. 

_ Mr. Hardy, the letters that you read from in the Senate hear- 
ings 

Mr. Harpy. Yes, sir. 

Mr. Harkins (continuing). Concerning the public relations cam- 
paign, form letters, and so on—— 

Mr. Harpy. Yes. 

Mr. Harkins (continuing). What was the date of that hearing and 
the date of the form letters? 

Mr. Harpy. This date, from the quote in the Aviation Daily, was 
March 1, 1954, and that is a very interesting document, and I wish to 
read it, on how they were setting out on their pressure campaign. 

Mr. Harkins. What is the date of the form letters you referred to 
in that Senate hearing ? 

Mr. Harpy. Just a moment. The form letter in that Senate hear- 
ing doesn’t have the date on it. All I have is the report on that, 
and the samples of the letters introduced. It said: 

The covering request letters dated February 17, 1954, are on the stationery of 
North American Airlines, signed by P. H. Peterson. 

Mr. Harkins. That was in 1954. This letter you read in the hear- 
— was in 1955? 

r. Harpy. No, the letter was 1956, but they refer to the fact that 
they sought Mr. Chotiner’s assistance in June 1953. 

he Cuatrman. Are you suggesting in all this that Mr. Murray 
Chotiner was hired by North American Airlines as a lobbyist rather 
than asa lawyer? 

Mr. Harpy. Well, I don’t think you could call him much else. 

The Cuarrman. I beg pardon? 

Mr. Harpy. I don’t think you could call him much else. He 
descended on a pressure campaign that lawyers don’t usually engage 
in. 
The Cuarrman. Let’s get a direct answer. Is the answer “yes”? 

_ Mr. Harpy. I would think yes. I may be wrong, but that is my 
interpretation. 

The Cuarrman. Is Mr. Chotiner registered under the Federal 
Lobbying Act? 

Seng Harpy. I don’t know whether he is or not. I have not checked 
that. 

In this connection—— 
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Mr. McCutiocu. Just a moment. Are you a lawyer, Mr. Hardy? 

Mr. Harpy. Yes, I ama lawyer. 

Mr. McCuttiocn. Have you studied the Lobbying Act carefully 
enough to have a definite and unqualified opinion as to where the line 
of demarcation is between one acting as a lawyer and one acting as a 
lobbyist ? 

Mr. Harpy. No, I have not. 

Mr. McCutxocn. It is a very indefinite line. 

Mr. Harpy. It certainly is. 

The CuatrmMan. You are making very serious charges, and we would 
like to have some definite proof. 

Mr. Harpy. Mr. Chairman, I say this: I am pointing out that 
North American isa pressure group. I have pointed out already those 
people who are affiliated with them and are engaged in congressional 
work - have had former affiliations so they are well known here on 
the Hill. 

I pointed out they engaged in a pressure campaign as contained in 
the Senate hearings. 

I wish to point out further the pressure campaign they put out on 
their aircraft. They give to all their passengers the following bro- 
chure, which I would like to put in the record. It is entitled, “Memo 
to All Passengers,” and it is North American’s campaign to get them 
to write to their Congressmen and all other people in order to in- 
fluence their pending case, and they make no bones about it. 

The Cuarrman. I will accept that. 

(The document referred to is as follows :) 


NortH AMERICAN AIRLINES—MEMO TO ALL PASSENGERS 


THE FUTURE OF LOW-COST PLANE TRAVEL IS IN YOUR HANDS—YOUR ACTION NOW CAN 
HELP SAVE IT! 


Government officials should know at once what you think about the safe, con- 
venient, inexpensive service you are enjoying on this flight. 

Unless our 800,000 satisfied customers alert Congress right away, one single 
Government bureau might win its fight to stop North American Airline’s air 
coach flights—the first our Nation ever had, the best it has today. Because 
keeping the low-cost air fare is so vital to you—and to milions of others—we 
ask you to write and tell your Senators and Congressmen where you stand. Here 
are the writing materials—here are the facts. 


THE PEOPLE’S VOICE CAN SAVE YOUR LOW-COST AIR COACH 


Believe it or not, the Civil Aeronautics Board (CAB) has issued an order to 
put North American Airlines out of business. 

This astounding ruling not only flouts the intent Congress had in setting up the 
Nation’s airline laws—it also violates the entire American spirit of free enter- 
prise, 

There is no question of safety. The Civil Aeronautics Authority regularly 
inspects our planes and operations and repeatedly has stated North American’s 
safety record is second to none. 

The reason given by CAB is almost unbelievable. 

North American is actually accused by the CAB—a public agency—of serving 
the public too well—of providing low-cost service for you too often, and with the 
much regularity. 

CAB lets only the monopoly-minded “grandfather airlines” operate with 
“frequency and regularity,” so it seems. And, unless you call on Congresss to 
act, this monopoly may again control the sky. 

Let’s keep our air as free as our land! 

If you agree, your Congressman should know that: 

You need low-cost air service for yourself and family. 
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You favor fair play. 

You oppose a big business monopoly in the sky. 

You want the air free over America for new enterprise, new ideas, new 
service for all the people. 

You can help by telling Congress why low-fare air travel is important to 
you ** 


NORTH AMERICAN SAVES BOTH YOUR TAX AND TRAVEL DOLLARS 


With Government encouragement, North American management first gave the 
average citizen safe, low-cost air travel 10 years ago. It set up the Nation’s 
first air-coach service at prices low enough to compete with bus and train. 

It was not till 1951—5 years later—that the “grandfather airlines,” grudgingly 
added a few air-coach flights and, even then, at higher fares. 

It took these monopoly-minded airlines still another 4 years to cut coach fares 
to North American’s, where North American competed, that is. 

But where North American doesn’t fly, you still pay more for air-coach tickets. 
You still put up with inconvenient schedules. Or you must still pay premium 
fares for luxury travel, on lines developed by Government subsidies, apparently 
for the select few. 

North American gives you safe, economical, convenient transportation from 
coast to coast without asking you, the taxpayer, for 1 hidden penny of Govern- 
ment substidy, an additional savings. 

North American’s fight is your fight—let’s fight it all the way. 

Won’t you write a letter asking: “Why is the Government trying to end North 
American’s service?” If you do not know your Congressman’s name, your 
stewardess will gladly address your letter. But to do this, she must know 
where you live. Please put your name and address on your letter and outside 
the envelope your stewardess gives you. She will seal, stamp, address, and 
mail it. 

Thank you. 

NortH AMERICAN AIRLINES AND ITs 800 EMPLOYEES. 


FACTS YOU SHOULD KNOW ABOUT NORTH AMERICAN 


North American’s management flew the first low-cost air coach in 1945 (other 
airlines did not generally adopt air coach until 1952). 

North American gave you the first $99 transcontinental air fare (other airlines 
did not follow North American until 1952). 

North American slashed its New York-Los Angeles round-trip fare to $160 in 
1952 (other coach fares were not cut until 1955). 

North American first flew new DC-6B coaches coast to coast. 

Wherever North American competes, fares come down-——wherever CAB does 
not let North American serve the public, fares remain high. The future of low- 
cost plane travel in in your hands. 

NortH AMERICAN AIRLINES, 
Burbank, Calif. 

Mr. Harpy. In addition to that, with respect to their pressure cam- 
paign, I wish to point out, Mr. Chairman, an example of further 
pressures that they have gone to. They have put—— 

The CuairrMan. Do you want to imply, from your testimony, that 
Mr. Chotiner heads this campaign ? nis 4 

Mr. Harpy. I don’t know. I have asked in my testimony, in view of 
what they said in their letter to the President in American Aviation 
Daily of this month, I ask you to look into that and find out if Mr. 
Chotiner has done that. 

If it is not Mr. Chotiner, it is the collection of all of them that has 
done this, and I think this type of pressure is improper; and I think 
since we have been charged as being pressure artists—nowhere can you 
find that the certificated industry, to my knowledge, has engaged in the 
likes of this. 





ee ee 
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They have their opportunity to appear before the CAB, they have 
their opportunity to cross-examine, and they have their opportunity 
to put in exhibits. 

r. Celler, you are no doubt familiar with the fact I am operating 
between New York and Florida. There is a case pending before the 
Board now, involving the question of additional service between New 
York and Florida. 

North American has come in here and said they were an applicant 
for this route. They spend exactly 2 or 3 days in the hearing 

The CHarrman. You may sit down. You get a little excited when 
you stand. [Laughter. | 

Mr. Harpy. Thank you very much. 

I want to point out further, here on September 2, 1954, “Open Letter 
to the President on the Future of Air Transportation,” and they are 
pointing out again how the CAB and other people are pushing them 
around. 

I think, again, that is an example of pressure. I would like to have 
that inserted in the record. 


The Cuarrman. It will be accepted. 
(The document referred to is as follows :) 


OrEeN LETTER TO THE PRESIDENT ON THE FUTURE OF AIR TRANSPORTATION 


[From the Washington Post and Times Herald, September 2, 1954] 


SEPTEMBER 2, 1954. 
The Honorable Dwient D. E1isENHOWER, 
The President of the United States. 


Dear Mr. PRESIDENT: During the next few months decisions must be made by 
your administration which will determine whether there is to be opportunity for 
entry of new enterprises into air transportation. The alternative is to sanction 
the growing monopolistic condition of the industry. 

North American Airlines strongly believes in our traditional American system 
of competitive enterprise. The benefits of competition by new operators in air 
transportation are abundantly clear. However, the effectiveness of the entrenched 
airline interests, the permanently certificated carriers, in opposing the grant of 
permanent operating authority to new operators is well known. There appeared 
recently in newspapers throughout the country an open letter to you from 
another independent airline, calling to your attention the fact that that com- 
pany, which has unsuccessfully sought permanent operating authority for more 
than 7 years, has been mainly responsible for the development of international 
airfreight. 

Another important example of the inherent value of competition by new op- 
erators is the development of domestic air coach. Beginning in 1946, when the 
certificated airlines furnished only luxury service at premium fares, the man- 
agement of North American originated and developed low-cost air-coach service 
which brought air transportation within the means of the vast majority of the 
people. This major advance occurred in spite of vigorous opposition by the 
certificated industry which insisted that air coach was economically unsound. 

North American proceeded to prove the economic soundness of the air-coach 
concept. Under North American management over 500,000 passengers have 
flown more than a billion revenue-passenger-miles. This has been done at a 
profit, without a cent of Government subsidy, and with an excellent safety record. 

Today all major airlines, following the leadership of North American, offer 
air coach which serves as the broad and stable economic base for the entire 
industry. Still in its early stages of growth, air coach constitutes about 30 
percent of all domestic air transportation—a tremendous expansion resulting in 
benefit to the public and to the entire industry. The great majority of air-coach 
passengers would not have traveled by air—many might not have traveled at 
all—had air coach not been available. More than 24% million persons traveled by 
air coach in 1953, representing revenues to the industry of more than $150 million. 
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Air coach has contributed greatly since 1949 to the reduction in Government 
subsidy required by the major certificated airlines who oppose this favorable 
economic development. 

The interests which opposed air coach would prevent the granting of per- 
manent operating authority to any new trunk airline and would eliminate all 
independent airlines. They would thus limit the industry to themselves, the 
handful of permanently certificated companies which were in existence in 1938 
when air transportation was only one-twentieth of its present size. They seek to 
promote monopoly, to suppress competition, to prohibit entry by new carriers, and 
to frustrate the dynamic development of the airline industry. By monopolizing 
the air they hope to corner this billion-dollar market. 

There are those who have courageously spoken out in opposition to this 
program. 

Senator Edward J. Thye, Republican, of Minnesota, chairman of the Senate 
Small Business Committee, said: 

“The fundamental issue in this case involves the right of entry of new busi- 
nesses into industry. Freedom of opportunity has always been a basic American 
economic doctrine. Congress has placed limits on that freedom only with great 
reluctance, 

“The Civil Aeronautics Act of 1938 represented a limit on that freedom. When 
that act was passed, the aviation industry was an infant industry with very shaky 
economic foundations. In order to develop this industry, Congress gave the Civil 
Aeronautics Board the right to protect the then existing companies from com- 
petition until such time as they became strong. Never in the hearings nor the 
floor debate on the legislation was there any indication that Congress intended to 
bar all future entry into air transportation. In fact, the record is filled with re- 
peated assurances that the door would still be open to new companies. 

“In the 15 years since the act was passed, the Board has refused to certificate 
any new carrier to perform common carriage of passengers on the trunk routes. 
Yet the number of carriers has been reduced from 18 when the act was under 
consideration to a probable 12 by the end of 1953. Over the same period the vol- 
ume of traffic has increased twentyfold.” 

Senator John J. Sparkman, Democrat, of Alabama, said: 

“This Nation’s tremendous economic vitality stems from its freedom of eco- 
nomic opportunity—the chance to go into business and do a better job than the 
next fellow. This freedom of opportunity has stimulated the innovator—has 
resulted in our tremendous industrial advantage over the rest of the world. We 
have never countenanced a rigid pattern in an industry. Such rigidity can only 
lead to stagnation and eventual economic decay. 

“We have a good example in what the innovator can do in air transportation 
and yet it is against this very innovator that the (Civil Aeronautics) Board has 
mustered all its power in a campaign to drive this company (North American) 
out of existence. 

“North American Airlines was started in 1946 by a group of veterans with an 
idea—an idea that the future of air transportation was in low-cost mass trans- 
portation rather than in the high-fare luxury trade. These people were the 
Henry Fords of the airline industry.” 

Mr. President, we are confident that you are alert to the dangers of monopoly 
in air transportation. There are those in your administration, however, who 
appear to favor a system of legalized private monopoly in this field. The report 
of your Air Coordinating Committee in effect called for elimination of independ- 
ent carriers, placed the stamp of approval on continued prohibition of entry of 
new operators, and called for mergers among existing carriers to still further 
reduce their number. When this report was called to your attention at a recent 
press conference, you reaflirmed your opposition to monopoly and stated that if 
the air policy report encouraged monopoly you would want to review it. 

The air is one of our greatest natural resources. Commercial rights to its 
use must benefit the public to the maximum. Such rights should not be exclu- 
sively vested in a favored few. Only vigorous action by your administration 
can assure proper protection of the public interest. 

Respectfully, 
NortH AMERICAN AIRLINES, INC. 
and 
NortH AMERICAN Arr Coacn System, Ine. 


LOCKHEED AIR TERMINAL, BuRBANK, CALIF. 
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Mr. Harpy. Another thing, the method under which they operate 
is put forth in a magazine, which he calls the “Easy Road to Success,” 
and outlines some more of their activity, the way they engage in 
activity. 

The Cuarrman. It will be accepted. 

(The article referred to is as follows:) 


[From American Aviation, January 17, 1955] 
PERSONAL VIEW 
(By Wayne W. Parrish) 
EASY ROAD TO SUCCESS 


Four smart operators by the names of Stanley Weiss, James Fischgrund, Jack 
B. Lewin, and Roscoe Hart, have demonstrated how to make a big success in the 
airline business without all the redtape involved in obtaining a certificate of 
publie convenience and necessity from the Civil Aeronautics Board. 

They started out shortly after the war with some C—46’s and then graduated 
to DC—4’s and now they have one DC-6B flying a transcontinental daily air- 
coach service and a second DC—6B will be in operation shortly. They operate 
under the name of North American Airlines, they have ticket offices, they adver- 
tise quite freely, and they’ve made a lot of dough. They’re in the big league 
now along with the Rickenbackers, the C. R. Smiths, the Pattersons, and the 
Damons, but they’ve done it the fast and easy way. 

Crashing into the airline business is much easier than starting radio stations 
or other public utilities. If anyone started a radio station without a license 
from the Federal Communications Commission the station would be clamped 
shut within a matter of hours. But the quintet of members on the Civil Aero- 
nautics Board are quite jovial fellows, afraid to offend anyone’s feelings, and 
Messrs. Weiss, Fischgrund, Lewin, and Hart have been able to spiral a surplus 
C46 operation into quite a neat little business. 

It turned.out to be quite simple. Most important was the hiring of a smart 
lawyer, and what better than to take an alert chap by the name of Hardy Maclay 
right out from the CAB staff itself? Mr. Maclay is a very adroit lawyer and has 
tied the CAB up in knots by one maneuver after another. Another important 
key to the road to success was the ability to buy, borrow, transfer, and other- 
wise shift around a group of irregular carrier franchises so that now you see 
one and now you don’t. 

In the earlier days, following World War II, irregular operators were allowed 
in the air transport field on grounds that they were small business, deserving of 
opportunity and Government support. Well, a DC-6B operation may or may 
not be classed as small business depending on what you compare it with. Next 
to United States Steel, two DC-6B’s are small business, but next to a local 
service airline that has fought, sweated, and cussed out a certificate of public 
convenience and necessity through CAB’s bureaucratic mazes, two DC-6B’s with 
their enormous earning capacity on eream-skimming routes, loom pretty large. 

Every so often the CAB goes on a crying jag saying that it doesn’t have enough 
power to enforce the letter and the intent and the spirit of the Civil Aeronautics 
Act, but crying jags are uSually the expressions of weaknesses and lack of guts. 
The only real alibi that can be offered in CAB is by the understaffed Office of 
Compliance, which has done pretty well under the circumstances, but the real 
source of the trouble is the quintet of five members who look pretty silly as public 
servants when a smart quartet by the names of Weiss, Fischgrund, Lewin, and 
Hart can operate a daily transcontinental DC-6B service (nonstop eastbound, no 
less) without benefit of a certificate of public convenience and necessity. 

The certificated airlines could pick up a few good tips from the North American 
“combine.” As an example of how CAB carries out its public duties, it’s been 
a long time now since Air France began operating a nonstop service between 
New York and Mexico City, which was quite in order according to all of the 
international agreements entered into by the United States. But incredible as it 
Seems, there isn’t yet a single United States carrier operating the same nonstop 
service, a situation not to be duplicated in any other part of the world where 
citizens have just pride in their own services and country. 
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Another example of stanch CAB leadership could be found just recently 
where the CAB staff and the CAB itself had all agreed that a trunk carrier be 
permitted to withdraw from a small and unprofitable town in favor of a local 
carrier. It was all set, until a delegation of citizens from this small town called 
on the CAB chairman who promptly wilted and ordered the initial decision 
withdrawn without even consulting with his colleagues. 

So it all proves that short cuts pay off if you’re dealing with the CAB. Hire 
a good lawyer, don’t bother to read the Civil Aeronautics Act, take on an 
ex-Senator as a propaganda expert, and go ahead into business. You won’t be 
bothered much by the CAB, that is unless and until you go through the motions 
of obtaining a certificate of public convenience and necessity. And oh brother, 
that’s the day when your troubles really begin. 


Mr. Harpy. Another thing, just recently the distinguished Omar 
Bradley, who was the former Chief of Staff of the United States 
Army, has appeared as an intercessor for North American; and it 
says—here is an article in American Aviation Daily dated March 13, 
1956, and it points out that Mr. Bradley has written to Major General 
Persons on behalf of North American in a case pending now before 
CAB and the courts. This is recently. 

The Cuarrman. What name was that again? 


Mr. Harpy. Omar Bradley, General Bradley. 

The Cuarrman. Wrote to whom, and when? 

Mr. Harpy. Here is the report, March 13, 1956, American Aviation 
Omar Bradley Named as Intercessor 


Daily, page 89. It is entitled “ 
for Large Nonsked” : 

President Eisenhower’s deputy assistant, Maj. Gen. Wilton B. Persons, was 
requested last year by Omar Bradley to intercede with the President on behalf 
of the North American Airlines group, the Daily has learned. 

A wire requesting such intercession was sent to Persons at a time when CAB 
was weighing the record in the enforcement case which charged North American 
with “knowing and willful violations” of the Civil Aeronautics Act. 


Mr. Keatrne. You mean Omar Bradley sent such a wire? 

Mr. Harpy. Yes. 

The wire was sent by “Omar Bradley,” former Chairman of the Joint Chiefs 
of Staff. Gen. Omar N. Bradley has been chairman of the board of Bulova Re- 
search & Development Labs since 1953. 

The Cuarrman. What date was that? 

Mr. Harpy. All I am reading is what it says here. It says “last 
year. 

Mr. Keating. What is the date of it? 

Mr. Harpy. They don’t give the date of it. 

The Cuarrman. You said “last year.” 

Mr. Harpy. The date of what I am reading is March 19, 1956. 

Mr. Keatina. So in 1955, according to this information, General 
Bradley sought through General Persons to intervene with the Presi- 
dent on behalf of North American Airlines? 

Mr. Harpy. That is right. 

Mr. McCutiocu. Or the CAB, which ? 

Mr. Harpy. It said he sent it to Major General Persons. I will 
read further. It might give an indication. 
aT Keatrne. Is General Bradley in the employ of North Amer- 
ican 

Mr. Harpy. I don’t know. 

Mr. Kearrne. I think we ought to call General Bradley to find out. 

Mr. Harpy. Do you want me to read further? 
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The Cuarrman. Go ahead. 
Mr. Harpy. It says: 


Although the President has no statutory power to intercede in domestic air- 
line cases before CAB, the wire made this request of General Persons: 

“Understand case of North American Airlines now being considered by Civil 
Aeronautics Board. I know enough about their operations to believe that their 
case has a lot of merit. The following information is believed to be accurate 
and I suggest this be brought to the attention of the President so he can show 
an interest in the matter before the CAB renders a final decision. I have no 
financial interest in company. I am only interested as a private citizen in seeing 
justice done—especially where veterans are concerned.” Points listed— 


that Omar Bradley referred to were: 


1. Company formed by veterans at end of World War II. 

2. Specializes in bringing air transportation within reach of people of limited 
means. 

3. Receive no airmail subsidy. 

4, Equipment: Six DDC-4s, 2 DC-6Bs, 1 DC-3, with 3 DC-6Bs on order for 
1956 delivery. 

5. Annual load factor of 86.9 percent indicating need for this type of service. 

6. Over 500 employees; 21 sales offices throughout the United States. Sup- 
pressing rights of said company would result in unemployment for personnel. 

7. Fly between 16,000 and 18,000 passengers per month. 

8. Over 1 billion passenger miles without an accident—have perfect safety 
record. 

9. Are participants in several certificate cases which are pending before the 
Board now, but if letter of registration is revoked before these cases are decided 
before the Board, it will eliminate all chances of participating in these hearings. 

10. Company asking that Board decision be withheld in this enforcement pro- 
ceeding until the cases mentioned in No. 9, above, have been heard. 

It should be noted that CAB not only refused to withhold decision in the 
enforcement case against North American, but ordered the group’s nonscheduled 
airline authorization revoked. The decision was later stayed pending action by 
the United States court of appeals on North American’s petition for review and 
reversal of that decision. 


Mr. Keating. What is the paper you are reading from? 

Mr. Harpy. I am reading from the American Aviation Daily, which 
is the trade press. 

Mr. Keatina. Are they the ones that reported that General Bradley 
had intervened with General Persons? 

Mr. Harpy. Yes. 

Mr. Keatine. That is the place where you got that quotation? 

Mr. Harpy. Yes. 

Mr, Keatine. Excuse me, Mr. Chairman. 

I think we ought to give General Bradley an opportunity to com- 
municate with us in some way. 

The Cuatrman. I think you are right. I think we ought to address 
a communication to General Bradley, enclosing a copy of the tran- 
script of this testimony, and ask his views as to the situation. 

r. Harpy. Now, Mr. Chairman, I want to make it clear 

Mr. Quictey. Mr. Chairman, I would like to comment, of course, 
there have been many other names, in addition to General Bradley 

Mr. Harpy. Yes; indeed. 

Mr. Quictry. That were mentioned in this hearing so far this 
morning, and I think in fairness to all concerned, we are going to 
have to follow some procedure whereby all of these people are at least 
given an opportunity to reply, either in person or by mail. 
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The Cuatrman. I agree. I think the gentleman from Pennsylvania 
is eminently sound in that conclusion; and I think we would have 
to have an executive session as to how to proceed in this matter. 

You may proceed. 

Mr. Harpy. I want to point out, Mr. Chairman, that with respect 
to the connections, I am pointing out, that indicate to me that North 
American is a pressure group, that they have not played just one side 
of the street; they played both sides of the street. They have Re- 
publicans—— 

Mr. McCouttocu. Mr. Chairman), may I say, that is not unusual; 
is 1t¢ 

Mr. Harpy. They play both of them equally as effectively, one way 
as well as the other. 

Mr. Keatine. That is true of all. 

Mr. Harpy. I think the pressure campaign here in cases pending 
before a quasi-judicial body will be deplored by each and every mem- 
ber of this committee—at least I hope it will be. 

Mr. Keatrne. All the airlines do that, do they not? 

Mr. Harpy. All that can afford it, I guess; all that can afford it, 
I guess. [Laughter.] 

Mr. Chairman, I want to go further with that. It is out of the 
context 

The Cuamman. When you say all the airlines, you include your 
airline? 

Mr. Harpy. Well, any lobbying that is done on behalf of National 
Airlines, you are looking at the gentleman before you, and I do not 
believe, in connection with these hearings, that I have been in the 
office of any of you men, and this is an important committee. 

The CuairMAn. Have you been in the office of anybody in the CAB? 

Mr. Harpy. I have never, in my representation of National Airlines, 
I have never asked a Member of Congress to take a perce in the case 
where there was a competitive hearing involved before the CAB; and 
I do not think anybody should. 

Mr. Keatrina. I congratulate you. 

The Cuatrman. You are limiting it to competitive hearings. Have 
you spoken to Members of Congress or members of the CAB, or 
members of the staff of the CAB as to matters that may not involve 
competitive questions ? 

r. Harpy. I did a great deal of corridor-walking in the Lufthansa 
case, where the Civil Aeronautics Board and the State Department 
gave Lufthansa a bonanza that we had to fight for in 10 years of 
hearing; and I went around to the members of the Interstate and 
Foreign Commerce Committee, and told them that they were giving 
away the American people’s rights, and that was not a case before 
the Board. 

You will recall that the Senate committee had full hearings upon 
it, and reported out a bill, and said it was a bad deal and should not 
have been done, and that is the only time I have ever engaged in any 
activities up here on the Hill. 

Mr. Keating. What case was that? 

Mr. Harpy. That was when the State Department and the Civil 
Aeronautics Board gave Lufthansa routes in South America and New 
York and Washington and Chicago, and 2 or 3 cities in Germany; 
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and I pointed out this was being done without our being heard, and 
it was done without our being given the opportunity to show the 
cause and effect on the operations; and the Senate committee held full 
and long hearings, and came out with a report on the matter. 

I did go to the Senate Interstate and Foreign Commerce Committee, 
and I asked them to look into it, and they had full hearings, and came 
out with a full report. Other than that, my answer to your question 
is, “No.” 

"Mr. Maerz. Excuse me, Mr. Hardy, let me ask you this: You say 
on page 8 of your statement, which you have read 

Mr. Harpy. Yes, sir. 

Mr. Maerz. And I quote: 

“The list”—and you are referring to North American’s representa- 
tives 

Mr. Harpy. Yes. 

Mr. Matetz (reading) : 

Will show the name of Laurence Henderson, formerly staff director of the 
United States Senate Small Business Committee—and while on that job Hen- 
derson directed the preparation of several reports highly favorable to the North 
American cause. 

Mr. Harpy. Yes. 

Mr. Materz. The first question is this: Is it, or is it not correct 
that the reports of the Senate Small Business Committee were unani- 
mous reports ¢ 

Mr. Harpy. The record will show; I do not recall. 

Mr. Materz. Do you recall ¢ 

Mr. Harpy. I do not recall. Whatever the record is, I will stand 
on it. 

Mr. Matetz. Secondly, are you suggesting that Mr. Henderson was 
in the employ of North American while he was employed by the Senate 
Small Business Committee ? 

Mr. Harpy. No; I am not suggesting that. It might be something 
worth looking into, but I am not suggesting it. 

Mr. Materz. Are you suggesting there was any cause and effect 
with respect to these reports of the Senate Small Business Commit- 
tee—— 

Mr. Harpy. Am I suggesting what, sir? 

Mr. Maerz. Any cause and effect, namely, that he was hired b 
North American because of a report issued by the Senate Small Busi- 
ness Committee / 

Mr. Harpy. No; I am not suggesting that. All I am suggesting is 
that he was on this committee. He is now North American’s execu- 
tive in charge of congressional affairs. 

Mr. Materrz. In other words, so far as you know, this report of the 
Senate Small Business Committee was a completely bona fide report; 
is that right? 

Mr. Harpy. I have no reason to question the integrity of the Mem- 
bers of the United States Senate or House of Representatives. 

Iam merely pointing out connections for you to determine whether 
they mean anything, because we have been told that we are the pres- 
sure artists, and I want to show you what they have done, and they 
are not trying their cases in the duly constituted form that I have. 
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Mr. Matetz. The point is, there is an inference that could be drawn 
from your statement, and I quote again that “While on that job Hen- 
derson directed the preparation of several reports highly favorable 
to the North American cause.” 

Mr. Harpy. Can I say this—— 

Mr. Maerz. Yes. 

Mr. Harpy. In answer to your question: I wish to have the same 
inference drawn on these names and connections I have outlined to 
you, as you will draw from the list you have requested from the CAB 
of airline people now working with the CAB. 

Whatever inference you put on that, I request you put the same 
inference on these names and these connections, 

Mr. McCutxocu. Fair exchange is no robbery. 

Mr. Chairman, I would like to ask a question right there: Did Lau- 
rence Henderson go from staff director of the United States Senate 
Small Business Committee to the North American Co. ? 

Mr. Harpy. Yes, sir. Also, he is now on the National Democratic 
Advisory Committee of the National Democratic Committee for Small 
Business. 

Mr. Keatrinc. Who is? 

Mr. Harpy. Mr. Henderson. 

Mr. McCutxocnu. Mr. Laurence Henderson. 

Mr. Keatine. Do you draw any inference from that? 

Mr. Harpy. I donot know. I want the same inference drawn from 
that as I do from the other. 

Mr. Keatrne. Would you mind if I draw an inference? 

Mr. Harpy. I beg pardon? 

Mr. Keating. You would not mind if I draw an inference? 

Mr. Harpy. Any inference you draw is your own inference. 

Mr. McCutiocn. I wonder if it would not serve a useful purpose 
for this committee to consider the advisability of legislation affecting 
employees of committees of Congress representing persons, firms, or 
corporations of the United States before certain boards and com- 
missions within a certain time after that service has terminated ? 

The Cuatrman. I wonder—I do not know whether the statute is 
adequate—but does not the conflict of interest statute cover em- 
ployees of committees? 

Mr. Harpy. I believe it does. 

Mr. McCutxocu. I do not know, and that is the reason I pursue this 
line of questioning. 

If it does, and Mr. Henderson went directly from staff director of 
the United States Senate Small Business Committee to becoming an 
advocate of the North American Co. in certain ways, that is something 
we have to know something about. 

Mr. Keatina. He would only, as I understand it, run afoul of the 
conflict of interest statutes if he then represented the outsider in a 
claim against the Government; the word “claim” is not broad enough. 
That, Mr. Chairman, is the situation which the bill I have introduced 
is designed to rectify, to broaden the word “claim.” I do not want 
any unfavorable inferences drawn about Mr. Henderson in this re- 
gard. Anyone who leaves the Government employ, whether it be 
from the executive or legislative branch, and within a certain period 
prosecutes any matter with regard to the Government, whether or not 
is a claim, seems to me ought to be barred. 
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Mr. McCuttocu. It is my general thought in this field—and I 
did not mean that it should apply particularly to Mr. Henderson— 
that it is a broad overall problem which I think should have the atten- 
tion of this committee when we have time—— 

The Cuatrman. When we have time. 

Mr. Keattnea. I think it is pretty important, Mr. Chairman. 

The CuHarrman. It is; and I think that bill that you mention has 
been referred to a subcommittee, and I think we ought to tackle it 
without question ; it is very important. 

You mentioned Raimond Bowles. 

Mr. Harpy. Yes. 

The Cuarrman. You said he was connected with some party organi- 
zation. What is his organization ? 

Mr. Harpy. Well, Raimond Bowles is now a public relations man 
for North American, as I understand it. He used to be Republican 
patronage chief under Chairman Roberts, and he used to be assistant 
to Governor Adams, when he was Governor of New Hampshire. 

Mr. Keatine. What is he doing now? 

Mr. Harpy. He is public relations for North American. 

Mr. Keattne. Does he now hold a position with the Republican 
Party ? 

Mr. Harpy. No, he is out in private practice. 

Mr. Keattnc. You say Mr. Henderson does hold a position—— 

Mr. Harpy. He is on the advisory committee of the National Demo- 
cratic Committee on Small Business. 

The CHatrmMan. Does he get asalary ? 

Mr. Harpy. I do not know. 

ae CuarrMan. He isa WOC for the Democratic Party. [Laugh- 
ter. 

Mr. Krattnc. The chairman suggests he is WOC. 

Mr. Harpy. That can well be. 

I want to point out, Mr. Chairman, in addition to these things T 
have outlined thus far, this pressure campaign referred to in the Sen- 
ate hearings, the brochures they put out on their aircraft, the refer- 
ence to the fact that Mr. Chotiner was counseling them in this area, 
I want to point out all those campaigns were while cases were pending 
before a quasi-judicial body. 

Mr. Keatine. Was Mr. Chotiner of any success to them, of any 
more success, than he was in other ventures ? 

Mr. Harpy. He was not successful in that venture, but he was suc- 
cessful in the fact that they can come up here and call us pressure 
groups. 

Mr. Keatrne. But Mr. Chotiner did not do that. 

Mr. Harpy. No; but North American did. 

The CuHatrMan. You are not saying that Mr. Chotiner caused us to 
have North American present their case ? 

Mr. Harpy. No; I should hope not; knowing you to be a Democrat, 
I would be surprised if he did. 

The Cuatrman. I will venture the assertion that Mr. Chotiner has 
never met any member of this subcommittee; I doubt if any member 
of the committee has ever met him. 

Mr. Keatrnea. I do not want to fly under false colors. I did meet 
him once. 

77632—57—pt. 1, vol. 348 
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Mr. Harpy. I want to point out, too, all these connections that I 
asked you, when you look at my testimony and read it over, to inves- 
tigate them and see what they are, because they have leveled a serious 
charge at us, Mr. Chairman, and I think the thing is more on their 
doorstep than ours. We do not even come close to these types of 
activities. 

Another thing I would like to ask you to do—— 

The Cuarrman. While you are at this, I want to ask you a couple 
of questions about National Airlines. 

Is it true that National Airlines has applied for an application to 
operate a television station in Miami? 

Mr. Harpy. Yes, sir. 

The Cuarrman. Has it been done in the name of the corporation 
that operates the airline ? 

Mr. Harpy. No. The name of our corporation is Public Service 
Television, Inc., and it is a 100-percent subsidiary of National Airlines. 

The Cuairman. Is the application pending now with the Federal 
Communications Commission ¢ 

Mr. Harpy. The application is pending before the Federal Commu- 
nications Commission. All arguments and briefs have been sub- 
mitted, and it is standing awaiting a decision. 

The a Are shies any other applications for that television 
station 

Mr. Harpy. There are four applicants, sir. 

The CuatrMan. In the testimony that was given was there some 
testimony by one of your officials to the effect that the operation of that 
television station would involve an operating loss of a considerable 
amount of money in the early stages of its operation ? 

Mr. Harpy. In that case, as I recall it, which is pending before the 
Commission—and again I do not want to argue that case here-—— 

The CHAIRMAN. i do not want to argue it, but I am just asking 
you for some facts. 

Mr. Harpy. In that case we pointed out that for the first year of 
operations there would be a substantial loss for the first year, which 
would be made up later. 

The Cuarrman. How would it be made up, from funds from the 
operation of the airline? 

Mr. Harpy. No; like you do in business, Mr. Chairman, you capital- 
ize your investment, and you write it off over a period of years neces- 
sary within keeping of good business practices, and in keeping with 
the tax laws; and when your profits start to roll in, and you have writ- 
= ee off as a capitalization type of thing, you eventually make up 
the loss. 

Any good business, the first year you usually lose money, and we so 
told the Government, and we told them in that hearing we would lose 
money. 

The others told them they would make millions. We are realistic 
enough to know we cannot make any money. 

Mr. Keatinc. You figure if it is a success and the profits will roll 
ee National Airlines, they will be in asking for a reduction of their 

ares ? 

Mr. Harpy. I did not say any such thing as that. [Laughter. ] 

Mr. Keatrina. I brought it in. 
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Mr. Harpy. I donot intend to say any such thing. 

The Cuarrman. In other words, do you imply from that that the 
moneys could be siphoned off from one corporation to another, that is, 
the airline could siphon off funds from the subsidiary operating a 
television station and conversely, the corporation operating the tele- 
vision station could siphon off the funds from the airline corporation? 

Mr. Harpy. Not in any way whatever, sir. 

The Cuarrman. What would prevent it ? 

Mr. Harpy. If they did, they would not have any effect on our 
ability as an air-transport operator, nor would they have any effect on 
subsidy or any other question that might be involved. 

The Cuarrman. Suppose the television station drains dry the cof- 
fers of the corporation operating the airline. What would happen 
then? Would you apply for a subsidy ¢ 

Mr. Harpy. If we did, we would not get it, because the CAB does 
not allow you subsidy for that purpose. 

The CuarrMan. That it not the question. 

Would you apply for a subsidy ? 

Mr. Harpy. No, sir. 

The Cuamman. Do you think it is right for an airline, such as Na- 
tional Airlines, which is under the jurisdiction of the Civil Aero- 
nautics Board, to operate another corporation, which would put it 
under the supervision of another regulatory body, the Federal Com- 
munications Commission ? 

4 ao Harpy. Mr. Chairman, I would like to answer that question in 
etail. 

Although this case is pending, it has been submitted—the Federal 
Communications Commission declared us a duly eligible applicant. 

The CHarrMan. Just a minute, counsel wants to ask a question be- 
fore you answer that. 

Mr. Materz. I wonder, Mr. Chairman, if the witness might answer 
these additional questions as well in his lengthy statement, which I 
think he has indicated he has: 

First, is it not correct that until the end of 1951 National Airlines 
had received substantial subsidies from the Federal Government ? 

Mr. Harpy. We received subsidy, yes, and we recently had a mail- 
pe case where they recaptured a half million dollars of that subsidy. 

Ve got the lowest mail pay of any airline in the business over the 
years. 

Mr. Materz. The next question is this: Don’t you think in view of 
the subsidy that National Airlines has received in the past, that it has 
a primary obligation to improve its transportation services and facil- 
ities rather than use its position in the transportation industry, which 
was built up in part by the American taxpayer, to seek a certificate 
in the television field. 

Mr. Harpy. All right, I will answer all those questions. 

Mr. Maerz. They are all part of it. 

Mr, Harpy. First of all, gentlemen, I wish to point out on this 
question of why should an airline have a television station. 

Congress has specifically recognized and spelled out the areas of 
conflicting interest which are considered to have a possible adverse 
ae the public interest insofar as air transportation is con- 
cerned. 
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Hence, the Civil Aeronautics Act prohibits common ownership or 
close interlocking relationships between airlines, on the one hand, ‘ 
and common carriers, and persons engaged in other phases of aero- I 
nautics on the other, unless the Civil Aeronautics Board approves such 


relationships as being consistent with the public interest. ¢ 

That is contained in sections 408, 409, and 412 of the Civil Aero- 
nautics Act. t 
Pursuant to these provisions, the Civil Aeronautics Board has exam- h 
ined many thousands of applications, and has determined whether V 
such relationships are consistent with the public interest on the basis 0 
of possible conflicting interest. c 
These are, 1, conflicting competitive interests between the carriers; b 
2, conflicting interests arising out of the ability of a manufacturer or h 
0 


dealer in aircraft or other aeronautical supplies to dictate the use of 
its products by the airlines. 

n no instance, to our knowledge, has the Board even considered f 
the existence of interlocking relationships with an enterprise outside 
the field of aviation or transportation, as having any relevance to 
the public interest issues under the Civil Aeronautics Act. 

In other words, there is no inhibition against the owners of a tele- 
vision station or even a network from acquiring control of an airline. 

Why then should there be any conflict with the public interest for 
an airline to control a TV operator ¢ 

Congress has made it clear that the relationships which have a 
potential effect upon the public interest are those which give rise to 
a conflict of interest, such as railroads and trucklines, airlines, and tk 
bus companies, aircraft manufacturers and airlines, and so forth. 

Now, if the question of conflict of interest is to be considered in 
applications for T'V licenses, it is apparent that the potential conflict 


he 


between a T'V station and a radio station, between a T'V station and be: 
a newspaper, or between a TV station and manufacturers of electronic te 
equipment is infinitely more importnt than the ephemeral and non- 
existent “conflict” between an airline and a TV station. th 
The Cuamman. Wait a minute. A newspaper is not subject to ; 
any regulatory body. "7 
Mr. Harpy. No, they are not. I am talking about conflict of in- | 
terest in that they are both in the mass media of information, and - 
could you operate your newspaper and TV or vice versa; those are 
the things we think about when you talk about a steamship or a rail- = 
road business, so that you will not operate one to offset the other. a 
The Cuaiman. Here is the situation where you have two regu- = 


latory bodies involved, and you may have some very serious conflict . 
as to the actions of those two regulatory bodies vis-a-vis National he 
Airlines, Mr. Hardy, and its pe , a television station. th 

You may have the situation where the small airlines operating out — 


of Miami—and there are probably 3 or 4 of them now—would com- " 
lain that National Airlines has a very distinct competitive advantage ta 
y using its television facilities, explaining, advertising, and propa- i ss 
gandizing not only in its own behalf but against these other airlines. "q 
Mr. Harpy. Mr. Chairman, all of those matters were gone into in t 
this hearing. It is pending a decision before the FCC, and my adver- air 


saries brought up those same particular questions. 
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The code of ethics under which a television station operates we 
subscribe to; the Federal Communications Commission has all those 
matters before it for consideration. 

We have tried the case on its merits, and I think it should be decided 
on the merits. 

But in respect to this conflict of interest or with respect to this ques- 
tion of whether 2 men should have 1 certificate or 2 interests should 
have 1 certificate of 1 agency and a certificate of another agency, I 
wish to go a little further, and I do not want to testify on the merits 
of my case before the FCC, because I think I have a winning appli- 
cation, and I think I should win on the merits—I was declared eligible 
by the FCC, I have gone through the expense of trying the case, and 
have written the briefs, and I would be delighted to submit a copy 
of our briefs in the case for you to read. 

I know you do not want to put it in the record, but it is available 
for committee counsel, and it will give you the whole outline of this 
situation which has been brought up. 

The other counsel are astute, and they brought them up, too. 

Mr. Keattne. Does this deal with the question of whether an airline 
should own and operate a subsidiary television station ? 

Mr. Harpy. The question was brought up by other counsel as to 
whether a subsidy would have any effect on it, and we answered the 
question, and the examiner did not find anything wrong. 

He recommended another applicant; we came in second. He said 
the only difference was—we had the best applicant—but in his report 
the only difference is that the other fellow was in the radio business, 
he had some broadcasting experience, and we do not. 

We already are licensed by the FCC. 

The Cuarrman. For whatever it may be worth, and it may not be 
worth anything, I do not see the propriety of an airline having a 
television station. I hope the FCC will deny the application. 

Mr. Harpy. In view of that fact, would you kindly let me put into 
the record what my observations are? 

I think it is most unfair of you to make that comment without hear- 
ing me fully on it. 

I think you will change your statement, because your statement is 
one, as an American citizen, that really puzzles me. 

I was declared eligible to be an applicant. There is no law that 
creates what you are talking about, and if I am now deprived of my 
right as an applicant before the Federal Communications Commis- 
sion, I say that is arbitrary and capricious, and I say, Mr. Chairman, 
in support of that, if you will permit me, as to what the situation is 
with respect to should an airline be in TV, there is nothing contained 
in the Communications Act of 1934—that is the law, as amended— 
that precludes a certificated airline or any other business from owning, 
operating, and maintaining a television station. 

Two, there is nothing contained in a policy statement or any policy 
statements made by the FCC that would preclude a certificated air- 
line from entering the television business. 

Three, there is nothing contained in any of the rules and regulations 
of the Federal Communications Commission that would prohibit an 
airline from owning and operating a television station. 
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Four, there is nothing contained in the Civil Aeronautics Act which 
prohibits an airline from owning and operating a television station, 
In addition to that, gentlemen, I want to point this out to you. 

Mr. Kearttne. Is the same thing true of a steamship company ? 

Mr. Harpy. No, sir; it cannot own an airline; a railroad company 
cannot own an airline. 

Mr. Keating. No, but a steamship company and a railroad company 
can own a television station ? 

Mr. Harpy. Yes. 

Mr. Keatine. A trucking company can do that? 

Mr. Harpy. Yes, sir. 

Mr. Kearinea. Your point in there is nothing in the law which says 
they cannot do it? 

Mr. Harpy. And, furthermore, we say there should not be; there is 
no conflict of interest between the two. 

Mr. McCuttocu. I would like to ask a question there: Do we have 
any precedents to guide us in this country with respect to certificated 
industries or regulated industries owning television or radio stations? 

Mr. Harpy. Yes; I want to get to that. 

Mr. McCuttocn. Do you have a list of such companies? | 

Mr. Harpy. I will get to that and show you some of the interlocks 
that exist today. 

The Cuamman. Wait a minute. You say a company—an entity 
that is regulated by a regulatory body like the CAB or the Interstate | 
Commerce Commission, owns a television station ? ( 

Mr. Harpy. I say either owns or has interlocking directors or inter- 
locking ownerships which, if you are talking about conflicts of inter- 
est, and you are talking about the question of ownership, the inter- 
locking relationships of directors and ownership of stock is equally 


the same thing, and I will point out in a moment. t 
Mr. McCuttocnu. I would like to go one step further. My question 
not only encompassed Federal regulatory agencies, but was intended ¢ 


to encompass State regulated industries as well. 

In other words, if there are public utility companies in any States c 
of the Union that are regulated by State public utility commissions, s 
and those companies own or control radio or television broadcasting i 
companies then I would like to have a list go into the record here. c 

I would also like to know if we have precedents, and if we do, a 
then we can judge in accordance with those precedents; that is one 0 
of the advantages—and I do not wish to preach here—but that is one 


of the advantages of our Federal system, that we can try these things t 

out in States, and if they work, why then, we can embrace them or not, 

as we see fit. p 
Mr. Harpy. I have not done that extensive a study. ti 
The CHatrman. Can you supply the information involved in that a 

question ? 0 
Mr. Harpy. I will supply as much information as I have. I have 

not done an extensive study such as the Congressman, Congressman tl 


McCulloch, outlines, but I will try to do that. 

The CuHatmrman. You made an observation that my statement was 
capricious and arbitrary. I do not think it is, because the granting of 
a television license is a precious right. 

Everybody cannot get a television station operation license. 


5 ff oI 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2171 


The spectrum, the radio spectrum, and the television spectrum are 
very limited. Only a compartively few people can get that prized 
license. 

Also, the right to operate an airline is a special privilege, and we 
should not concentrate that in the hands of a few. 

Now, if you have 1 special privilege of that sort from 1 regu- 
latory body, I do not think you should have the right to have another 
special privilege from yet another regulatory body, and if the Con- 
gress has not adopted any law to the contrary, Congress, I think, ought 
to address itself to that situation. 

Mr. Harpy. Mr. Chairman, I hate to dispute you on that question 
of fact, but I would like to make this statement: If we can prove that 
it is more in the public convenience and necessity to award a television 
station to us, I think that that is the governing test, and that test you 
have set up, it is a quasi-judicial body that makes that decision; and 
my case is now pending on just those issues. 

I want to say further—— 

Mr. Kratine. Let me ask you this: In the Communications Act is 
there any line of business that is excluded from possible ownership of 
television or broadcasting stations ? 

Mr. Harpy. No, sir. 

As a matter of fact, we are a licensee of the Commission. The FCC 
knows us, perhaps, as well as the others. We have 26 radio stations 
for operational purposes. We have 26 licenses; we have as much 
equipment in an airplane as many television stations. 

The only experience we do not have is in the field of broadcasting. 
We have been a licensee of the Commission since 1934. 

Mr. Keatine. That is true of all airlines? 

Mr. Harpy. They know how we behave. They know our qualifica- 
tions ; they know our technical ability. 

The only thing we have to prove to them is that we can put on good, 
clean programs. 

What instigated this was because of the moral fiber of the Miami 
community which was reaching a state of decay, and we feel that 
somebody has got to get in there, who really knows what the public 
interest is all about, and bring forth programs that will better that 
community, and bring forth activity, rather than the “shoot ’em up,” 
and all the programs we see, that we detest; and that is the basis of 
our whole application. 

It has been stated even by the TV press that it is a novel applica- 
tion, and it certainly is one that they would like to see. 

Now, Mr. Chairman, in connection with what you said, I want to 
point out again there is nothing in the law, policy, or rules or regula- 
tions that precludes an airline from operating a television station, 
and if there was it would relegate us, because there is no conflict 
of interest, to a role of a second-class citizen. 

The Cuarrman. Mr. Hardy, I agree with you there is nothing in 
the statute that precludes it. 

That does not say that there should not be a preclusion, and if Con- 
gress has not addressed itself to that situation, it is because it has never 
been confronted with a set of facts like that, and Congress now must 
address itself to it. 

Mr. Harpy. Let me point out to you this: For the purpose of argu- 
ment, you will agree with me that whether you have the interlocking 
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directorships, the interlocking stock ownerships, or whatever the affili- 
ation is between a television station and airline, from your premise, 
they would all be equally as bad. 

nder the same premise you should not own stock in a steamship 
company ; you should not have a director on the board. 

I consider myself somewhat of an expert on interlocks, because that 
was my job in the CAB, the question of interlocking directorates and 
what their relationships are. 

I want to point out that Northeast Airlines is held in common own- 
ership by the Atlas Corp., by Floyd Odlum. Floyd Odlum owns that. 
He also owns uranium mining, entertainment—he owns Disneyland; 
he owns manufacturing, and he owns other interests. 

Now, no question has ever been raised about his joint participation 
in other businesses despite the fact that he is a majority stockholder in 
Northeast Airlines. 

Next is Trans-World Airlines. Howard Hughes has moving picture 
interests and TWA interests; and Howard Hughes has all sorts of 
interlocking relationships. 

The Cuarrman. TWA has what did you say, motion pictures ? 

Mr. Harpy. No; Howard Hughes owns many businesses that do 
business with our Government; that he is a 78-percent owner of Trans- 
World Airlines ; those are interlocking relationships. 

Mr. Maerz. As I understand that situation, Mr. Howard Hughes 
is a very substantial stockholder, indeed, in Trans-World Airlines. 

Mr. Harpy. Yes. 

Mr. Maerz. And he is also a very substantial stockholder in many 
other enterprises, including interests in the motion-picture field. 

Mr. Harpy. Yes, indeed. 

Mr. Maerz. None of them, by the way, are regulated. That is 
correct, is it not? 

Mr. Harpy. Yes. 

Mr. Materz. Let me ask you these questions. 

Mr. Harpy. Just a moment. This is one question I wanted to get 
so that we can get it in continuity for your record, if you might per- 
mit me. 

Earl Slick, president and principal stockholder in Slick Airways, 
which is a certificated cargo and freight airline, owns and oper- 
ates a television station at Winston-Salem, N. C. 

The CuatrmMan. Repeat that; I did not get that. 

Mr. Harpy. Earl Slick, president and principal stockholder in 
Slick Airways, certificated cargo and freight airline, owns and oper- 
ates a television station at Winston-Salem, N. C. 

The Cuarrman. That is an individual, is it not? 

Mr. Harpy. That is right; but the interlocking relationship theory 
is the same. 

The Cuatrman. This man—what is his name? 

Mr. Harpy. Ear] Slick. 

The CuarrmMan. He owns stock in two entities ? 

Mr. Harpy. He owns one radio station, and he is the president and 
principal stockholder of the airline. 

The Cuarrman. I wish you would listen, Mr. Hardy, so that you 
get the import of the question. You sort of give the answer before you 
know what the question is. 
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Mr. Slick, as I understand it, owns stock in an airline company; he 
owns stock in a radio station ; is that correct ? 

Mr. Harpy. That is correct. 

The CHarrman. Now, in this case we are addressing ourselves to, 
National Airlines, through a subsidiary corporation which it owns 
completely, seeks to set up a television station. 

Mr. Harpy. That is right; and that is something the Government 
can watch more closely than it can the other way. 

The Cuarrman. Is there not a difference? 

Mr. Harpy. There is no difference. I say, if your theory is that 
an airline is in conflict with a TV station, your conflict of interest 
theory has got to be the same, an interlocking relationship, stock rela- 
tionship, what have you, and that is duly recognized in the law. 

Mr. Maerz. Mr. Chairman, may I ask a question? 

Mr. McCouttocu. I have one question. I presume your conclusion 
is based upon the fact that ultimately control rests in one or more of a 
group; is that right? 

Mr. Harpy. Certainly; and that is the theory of the interlocking 
relationship; that is why they will not let or they would not let Leh- 
man Bros.—you are familiar with this, no doubt, Mr. Celler—they 
will not let Lehman Bros., for instance, have a nominee of Lehman 
Bros. be a director on an airline and steamship company, on the 
theory that there could be a conflict of interest between the steamship 
company and the airline company. 

I was the public counsel in that case, and we kicked Lehman Bros. 
off the board because they were on the board of the steamship com- 

any. 

We have a definite statute because of the conflict of interest theory. 

The ownership, stockholders, or interlocking directors all dovetail 
the same. 

Now, you cannot say a fellow can have an interlocking directorship, 
and a guy who is 100 percent owner, like we are—we did that by 
design. We did not want the FCC to think there was any subterfuge 
or confusion here. 

They got the issue before them, and they have it straight before 
them. 

We admit we are the owner. They do not have to come in and sift 
out an interlock if there is a conflict of interest. 

Besides that, the FCC certificates are for 3 years, and at the end 
of that time you have to go up for renewal, not like an airline, and 
they have real guidance if they think there is a possibility of abuse. 

But no one, by any stretch of the imagination, can say there is a 
conflict between one and the other. 

Mr. Maerz. Mr. Hardy, it is possible, is it not, if National’s sub- 
sidiary were granted this permit for a television station, the operations 
of the television station would result in a loss for the first few years; 
is that right ? 

Mr. Harpy. Not for the first few years. I think we put our esti- 
mate—whatever is in the record I will stand on—I forget what it 
is 


Mr. Materz. Is it or is it not true that at present the CAB’s policy 
is to disallow losses of a subsidiary in establishing a subsidy rate? 
Mr. Harpy. That is correct. 
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Mr. Maerz. That is correct? 

Mr. Harpy. Or, if you make a profit in a subsidiary, they take that 
into consideration to offset a subsidy, like Pan American’s hotel 
corporation. If they make money on it, they do not allow it; they 
offset it if they make a profit. 

Mr. Materz. Therefore, if National were to lose a considerable 
amount of money on this television station, it could not make up that 
deficit by Federal subsidy, could it ? 

Mr. Harpy. No, we would not lose any money. As the chairman 
said, a television permit is a choice item. 

Mr. Matetz. Would it not be possible that National would be re- 
quired to siphon off funds from its airline operations and, perhaps, 
even liquidate assets necessary to its airline operations in order to carry 
on its television business ? 

Mr. Harpy. Absolutely not. 

Mr. Materz. Why not? 

Mr. Harpy. Because we are not going into this business to lose 
money. We know we are on a permanent rate. 

The subsidy question is not involved, and we think we are good 
businessmen, and we think if we put on a public service type program 
that directs itself to cleaning up the moral decadence of that com- 
munity of Miami, it will make reams of money, and I believe it is 
about time we had somebody down there who had programs for the 
benefit of the citizens. 

We even proposed, Mr. Chairman, to put on politicians on programs 
for nothing. We want to have both sides of the case heard for noth- 
ing. [Laughter. | 

We are proposing—we do not a to sell religious time. We 
have got a programing in here that is going to bring something to 
Miami, it is going to give them some of the fervor that made us an 
airline, and is going to give them a rea] lift in the arm. 

Mr. Maerz. Do you have a network affiliation ? 

Mr. Harpy. No; we do not. 

Mr. Materz. Do you think you can get one? 

Mr. Harpy. I do not know. When the time comes to get one, 
we will negotiate with the networks, and we will either get one or we 
will not get one. 

(Mr. Hardy subsequently submitted the following information :) 


Avaust 10, 1956. 


The ANTITRUST SUBCOMMITTEE OF THE HOUSE COMMITTEE ON THE JUDICIARY, 
House of Representatives, Washington, D.C. 


Dear Sirs: It will be recalled that at the time I testified before the subcom- 
mittee there was a discussion between the chairman, Congressman McCulloch, 
and me regarding the ownership of radio and television stations. This dis- 
cussion was directed to the ownership of such facilities by owners who also had 
interests in other regulated industries. For example, there are a number of di- 
rectors of air carriers regulated by the CAB who are also directors of radio and 
television facilities. The same thing applies to stock ownership. 

During our discussion, Congressman McCulloch asked the question as to 
whether any companies regulated in any of the States of the Union own or 
control radio or television broadcasting companies. The chairman of the sub- 
committee then asked me whether I could supply information pursuant to Con- 
gressman McCulloch’s question. I replied that I would supply as much in- 
formation as I had. 

My testimony, subsequent to the discussion referred to, was directed spe- 
cifically to interlocking directorships and ownerships between companies reg- 
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ulated by the CAB and the FCC. It is true that the corporate entity in any 
of these situations is not identical. Nevertheless, there is a considerable degree 
of interest in aviation and in radio and television as shown by these common 
owners and directors. I believe the information contained in the record will 
support this statement. And furthermore, I do not believe that I or the chair- 
man of the subcommittee should ignore these common directorships and owner- 
ships simply because a corporate veil stands between the two businesses in 
which these parties are interested. 

I have not spent a great deal of time in research on this matter and pursuant 
to Congressman McCulloch’s request simply because the record as I see it sup- 
ports my testimony fully. However, I have caused to be made a quick search 
of radio and television licensees in order to see whether or not a State-regulated 
business might also be a licensee of a radio and television facility. I have found 
two examples that may be of considerable interest to the subcommittee. The 
first of these is another example of where the radio and television facility is one 
corporate entity while the State-regulated business is another. I refer you to 
the situation that exists at Charlotte, N. C. 

Here the Jefferson Standard Life Insurance Co. is 100 percent owner of the 
Jefferson Standard Broadcasting Co. And, in turn, the Jefferson Standard Broad- 
casting Co. is the licensee of WBT, a powerful standard radio broadcast station; 
WBTYV, a high-powered VHF television station ; and, in addition to these powerful 
voices from the large and thriving Charlotte community, this insurance company 
owns WBTW at Florence, S. C.; 16.5 percent of WFMY-TV, another powerful 
VHF television station at Greensboro, N. C.; as well as 100 percent of standard 
radio broadcast station WBIG at Greensboro, N. C. I am certain that you are 
aware that insurance companies are State-regulated. 

Another example of this same kind of State-regulated business that also owns 
radio and television facilities is shown by the Lamar Life Broadcasting Co. at 
Jackson, Miss. In this case, the Lamar Life Broadcasting Co. is not owned 100 
percent by the Lamar Life Insurance Co. but is owned by individuals who have 
interests in that insurance company. 

The single example that I have reported herewith plus my previous testimony 
I am sure will prove to the subcommittee that my position in the testimony 
previously given is founded in a sound philosophy. As I said then and as it must 
be repeated in view of the record, there is nothing in law which prohibits the 
licensing of a radio or television facility to any holder of any certificate from any 
other regulatory agency. This is true not only with respect to Federal law but also 
with respect to State law. 

Respectfully yours, 
ALEXANDER G. Harpy, 
Senior Vice President. 

Mr. Materz. In this connection, Mr. Hardy, there is now pending 
before the Civil Aeronautics Board applications by three other car- 
riers for certification on National’s principal route, New York to 
Miami, is that right? 

Mr. Harpy. Are you going into another subject ? 

Mr. Maerz. No; we are not. 

Mr. Harpy. Yes. 

Mr. Materz. Is it not true that Mr. Baker, the president of Na- 
tional] Airlines, testified before the Civil Aeronautics Board that if the 
CAB put another carrier into the New York to Miami route it would 
require a subsidy for both National and Eastern ? 

Mr. Harpy. That is right. Maybe the television will make up 
some of those losses. 

Mr. Materz. Thus, Mr. Hardy—— 

Mr. Harpy. He did not say for Eastern, however. 

The Cuarrmay. Is it important for National, then, under those cir- 
cumstances, to have a television station ? 

Mr. Harpy. No; it is not important. 

My point is that National Airlines says if a third carrier is cer- 
tificated between New York and Miami—and I am going into that 
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element of competition because I want you to hear, Mr. Chairman, so 

that you can in your report point out that competition is different than 

some of the syllogisms I have been hearing here by other witnesses, if 

National gets another competitor, these competitors estimate that they 

Ms take $8 million a year worth of business between New York and 
jami. 

ae only made $6 million last year. It is obvious to see where we 
will go. 

If they take $8 million worth of our business between New York and 
Miami, and the public convenience does not require them to be in there, 
that will certainly have a great adverse effect upon National. 

The Cuarmman. It will have an adverse effect on Eastern, too? 

Mr. Harpy. Not as much as National. 

The Cuarmman. It would have some effect? 

Mr. Harpy. But they are a giant. 

The Cuarrman. Should Eastern also have a television station ? 

Mr. Harpy. No; Eastern does not, but they have the right to if they 
want to. 

Maybe that is what is causing this; maybe they are jealous, I do not 
know. 

Mr. Materz. Mr. Hardy, if the Civil Aeronautics Board should 
grant a certificate to a competing airline on a New York to Miami 
route, National Airlines would hardly be in a position to take a heavy 
loss on its television station, as well as on its principal route, would it? 

Mr. Harpy. Well, a loss in that television thing is in our case—we 
do not estimate we are going to have a loss to the extent of the long 
pull in capitalization. 

Mr. Maerz. Don’t you estimate a loss for the first year? 

Mr. Harpy. Yes, but that is based upon putting your capitalization 
into effect, and what you do in getting on the air and what you do in 
operations. 

You do not make money in any business, unless it is the peanut busi- 
ness with one stand, and you do not make a profit the first year; you 
have to construct the station, you have to put up antennas and do all 
the necessary things to get on the air. That is one of the things I 
said about our adversaries in the proceeding. 

They came in and said they were going to make a million dollars 
the first year. 

Nobody can make a million dollars the first year; nobody can do 
that right off the bat. 

Mr. Maerz. As we understand it, National Airlines proposes to 
invest between $214 million and $3 million in this additional television 
station down in Florida; is that right? 

Mr. Harpy. If necessary. 

Mr. Materz. That represents a substantial amount of money to 
National, does it not? 

Mr. Harpy. It certainly does. We would not be going into it if 
we thought we were going to lose money. 

Mr. Maerz. Would you agree or would you not agree that the 
financial profitability of television operations 1s extremely hazardous? 

Mr. Harpy. Not in the Miami area. 

There is only one station today, and there are going to be three 
VHF’s, and all of them ought to make money. 
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Mr. Materz. You feel there is no chance of your losing money in 
that television operation after the first or second year; is that right? 

Mr. Harpy. That is right. I feel there is no chance that we will 
lose money. 

Mr. Materz. Even though you do not have a network affiliation? 

Mr. Harpy. Even though we do not have a network affiliation, and 
there is no reason why we cannot get one. 

The CHarmman. How many stations are operating in Miami? 

Mr. Harpy. Only one. 

The Cuamman. Only 1 very high frequency, but there are 2 ultra- 
high-frequency stations ? 

Mr. Harpy. I believe there is one at Fort Lauderdale; I am not 
accurate as to that. 

The Cuarrman. There are two UHF stations in Miami, channel 23 
and channel 17 in Fort Lauderdale. 

Mr. Harpy. Yes. 

The Cuarrman. Isn’t that sufficient to cover the needs of Miami? 

Mr. Harpy. The FCC does not think so, 

The Cuarrman. I beg your pardon. 

Mr. Harpy. The FCC apparently does not think so. They set these 
other cases down for hearing. 

Mr. Materz. Is it or is it not correct that profits in the television 
industry are sometimes extremely high, frequently going above a 
hundred percent of investment per year? Do you have the question 
in mind? 

Mr. Harpy. I am listening. 

Mr. Materz. Is it correct that profits in the television industry, 
from television broadcasting, are sometimes extremely high ? 

Mr. Harpy. In some areas; yes. 

Mr. Maerz. Would net profits received by National from its tele- 
vision subsidiary be added to National’s operating revenues and, there- 
fore, offset any operating losses the airline company might have? 

Mr. Harpy. No. They are two separate companies. We are just 
a 100-percent stockholder of the other company. There are 2 sets of 
corporate books, 2 different outfits. 

Mr. Maerz. We are informed by the CAB that no definite policy 
has yet been established concerning the treatment of profits received 
from subsidiaries not connected in some way with airline operations. 

Mr. Harpy. That is correct. 

Mr. Maerz. It is possible, I take it, that these profits would not be 
included in operating revenues; is that right? 

Mr. Harpy. They would be included in the operating revenues of 
the TV station. 

Mr. Matrrz. Yes. 

Mr. Harpy. And National stockholders, which number some 4,000 
own the TV station. 

Mr. Materz. Asa matter of fact, is it not correct that many lawvers 
construe the Supreme Court’s decision in the Western Airlines case 
as holding that CAB does not have statutory authority to include 
nonoperating revenues in establishing a subsidy rate? 

Mr. Harpy. TI do not know. I have not read all of those: that is 
the Delta, C and S—the Western case: I have not read all of those. 

There are contentions on all sides of the fence, otherwise it would 
not be in litigation. 





2178 MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 


Mr. Maerz. Now, if the Board did not include possible television 
profits in operating revenues of National Airlines, wouldn’t it be pos- 
sible for National Airlines to receive a Federal subsidy at the expense 
of the American taxpayer while, at the same time, National’s stock- 
holders would be receiving large dividends from its television 
operations? 

Mr. Harpy. Well, on that particular score the income from the 
television station, but not the losses, in our opinion—that is the opinion 
of National Airlines lawyers, of which I am one—would be considered 
in the determination of need under the section 406 (b) of the Civil 
Aeronautics Act. 

In other words, if we had a loss in the television station, it would not 
be considered for need as a CAB carrier, if we went to subsidy. 

If we made a profit on television, from the way they have been 
applying it to Pan American, and the way they apply it to others, 
I think they would take the profit from television and apply it to the 
airline. 

Mr. Materz. You think they would? 

Mr. Harpy. I think, perhaps, they would. 

Mr. Materz. But you are not sure? 

Mr. Harpy. That is my opinion. 

Now, under no circumstances would losses from nontransport activi- 
ties be recognized ever; nor will such losses be recognized as an offset 
against profits from other nontransport activities; and I think that 
is the philosophy of the Board in the Trans Atlantic Mail case, which 
was docket No. 1706. 

The CHarrMan. Supposing you go on with your statement now. 

Mr. Harpy. There is one thing, since you have diverted me to 
television 

The CHamman. Go ahead. 

Mr. Harpy. I want to clear up before leaving it. 

Mr. McCuntocnu. Mr. Chairman, I would like to ask a few ques- 
tions, if I may. 

Who are the other applicants for this license down at Miami? 

Mr. Harpy. One is a radio station operator now, Station WKAT. 

Mr. McCuitocu. Who is that person ? 

Mr. Harpy. Frank Katzentine. He is represented by Mr. Paul 
Porter. 

Another applicant is a television station in Cincinnati. The man 
who owns the television station in Cincinnati is an applicant. He 
has since died, and his estate is now the applicant. 

Mr. McCu.tocu. By whom is he represented ? 

Mr. Harpy. He is represented by a lawyer named Leo Resnick, I 
believe. 

Mr. McCunxocu. From where? 

Mr. Harpy. From Washington. 

And the other applicant is North Dade Video, which are a group 
of 10 citizens from the North Dade area of Miami, and those 10 citi- 
zens are people in various diversified types of businesses. Those are 
the 4 applicants. 

Mr. McCunzocn. By whom is the last group represented ? 

Mr. Harpy. By an attorney named Becker. 

Mr. McCunuocn. Mr. Chairman, this is a statement of my own, 
obviously. 
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I would like to say that I have formed no opinions whatsoever con- 
cerning any policy that might be involved in this case pending before 
the FCC. 

Mr. Harpy. Mr. Chairman, if I could have some records—if you 
will permit to go into some records on this television thing, in view 
of the statements you have made, and to which I am diametrically 
opposed—I would like to put forth some statements, so that you will 
have them entirely before you if you decide to put them in your 
report. 

q do not see how it affects my testimony here, except from the point 
of view of the statements made by the Chair, and I want to point out 
that, for instance, Gardner Cowles, director and major stockholder 
of United Airlines, is the principal of Cowles Broadcasting Co. He 
controls KRNT-TYV, a television station in Des Moines; and he con- 
trols a television station in Sioux City, Iowa; Yankton, S. Dak.; and 
he also controls a television station in Minneapolis through his news- 
paper there. 

e is also an 80-percent stockholder in a television station in 
Wichita, Kans.; and is also a principal stockholder and director in 
United Airlines. 

I also want to point out that Edward Butler is a substantial stock- 
holder in American Airlines; and is president and principal stock- 
holder of WBEN-TYV, the television station of the Buffalo Evening 
News, channel 4. 

I also want to point out that American Airlines’ former director, 
Amon Carter, whom you know, and who just died, he owned Channel 5, 
a TV station in Fort Worth, Tex.; and Amon Carter was the president 
and principal stockholder of the television station, and that his son, 
Amon Carter, Jr., now is president and principal stockholder of the 
television station and retains his connection with American. 

I want to point out that Glen H. McCarthy, a member of the board 
of directors of Eastern Airlines, and who is the owner of the con- 
struction permit for KX YZ-TV. That is channel 29 in Houston, Tex. 
McCarthy owns 2,600 of the 3,000 shares of voting stock in the TV 
company. 

I want to point out that Everett R. Cook, a director of Eastern 
Airlines, is also a major stockholder not only in Eastern Airlines but 
also a major shareholder or a substantial shareholder of the common 
stock of a television station in Memphis, Tenn., and stations in Chicago, 
Ill. ; and they are both AM stations. 

Powell Crosley, Jr., is a director of Trans-World Airlines and a 
substantial TWA minority stockholder with Hughes Tool Corp., not 
only is active in airline directors’ matters for TWA but also owns 
and operates three TV stations. 

I want to point out that William B. Smullin, a director of South- 
west Airlines, owns stations KIEM, AM and TV, at Eureka, Calif., 
and he is a substantial stockholder in both enterprises. 

I want to point out that William Zeckendorf, who is connected 
with Allegheny and Slick Airlines, is also negotiating for the purchase 
of KMTYV in Denver, Colo. 

Those are some of these that I want to point out. 

I want to point out that Henry P. Johnston, a director of Southern 
Airways, is also president, director, and general manager of WHBS, 
Huntsville, Ala. 
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I want to also point out that Roy W. Howard, who is a substantial 
director in Pan American Airways, and who is the Howard of Scripps- 
Howard, also owns TV stations and radio stations in great number 
throughout the country. 

I also want to point out that E. V. Underwood, who is a New York 
citizen, is a director of Mohawk Airlines, and he is their largest stock- 
holder. He also owns a chain of FM stations known as the Rural 
Radio Network, and has FM stations licensed throughout rural New 
York, designed to serve the farmer. They include stations at Ithaca, 
Cherry Valley, Bristol, De Ruyter, Fishkill, and Wethersfield. 

I also want to point out that Robert B. Stewart, who is the chair- 
man of the board of Lake Central Airlines, is treasurer and member 
of the board of trustees of Purdue University, licensee of WBAA, a 
radio station at Lafayette. 

I also want to point out that Alexander Warden, Great Falls, Mont., 
a director of Western Airlines, is treasurer and minority stockholder 
in KMON and KMON-TY\V, a television station. He also is president 
and director of the Great Falls, Mont., Tribune, which is the majority 
stockholder in the radio-television venture. 

Those are just some examples. 

The Cuarmman. Mr. Hardy, a Consent Calendar will be called 
momentarily on the floor, and the Judiciary Committee has a number 
of bills on the Consent Calendar. 

Immediately after the call of the Consent Calendar the Speaker will 
recognize me for a suspension of rules on an important bill known 
as the Federal judges’ widows annuities bill. 

We will now have to adjourn and to reassemble here at 2:30. If, 
however, the widows annuities bill will carry us beyond 2: 30, we shall 
reassemble directly after the conclusion of the deliberations on that 
bill. I think it would be about 2: 30. 

Mr. Harpy. Thank you very much. 

The Cuarrman. Iam sorry to have to interrupt you at this point. 

Mr. Harpy. Thatis all right, Mr.Chairman. Thank you very much. 

(Whereupon, at 11: 50 a. m., the subcommittee recessed, to reconvene 
at 2: 30 p.m. of the same day.) 


AFTERNOON SESSION 


The Cuarrman. Mr. Hardy, you may continue. 


STATEMENT OF ALEXANDER G. HARDY, ACCOMPANIED BY 
RICHARD A. FITZGERALD—Resumed 


Mr. Harpy. Thank you, Mr. Chairman. 

Mr. Chairman, to continue, I have heard testimony here which al- 
leged that the certificated carriers are in effect “pressure artists.” 

The CuarMan. What page are you reading from ? 

Mr. Harpy. Page 3, sir. North American’s millionaire Weiss made 
that charge, and he accused the Government, as a result of such pres- 
sure, of a “conspiracy” to do the nonskeds in. 

The CuHarrMan. Excuse me. You were putting some data in the 
record when we interrupted you. 

Mr. Harpy. I was working on the pressure campaign of North 
American. 
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The Cuarrman. Suppose you continue. You propose to put that 
in the record, and only additional data that you care to in the record. 

Mr. Harpy. The additional data I wish to put 

The CuHatrman. Not now. You might put it in the record, and 
start reading your page 3. 

Mr. Harpy. Why don’t I put it in at an appropriate time at a later 
stage. 

The Cuarrman. Right. 

Mr. Harpy. With respect to this conspiracy charge by Mr. Weiss, 
of North American, you particularly, Mr. Chairman, in your ques- 
tions to Mr. Weiss, revealed’that he could cite no evidence to prove 
his outlandish, demagogic, and erroneous statements. Nor was his 
learned counsel, in extended testimony, able to bail him out. 

Other committees of the Congress are aware of North American’s 
pressure game. It is, no doubt, new to this committee. That is the 
yurpose taoaa have in introducing these facts, so you would have 
it put before you. And I suggest this committee complete the record 
and investigate North American thoroughly—by so doing it will be ob- 
vious that the pressure tactics used to perpetuate their illegal activity 
is the type of activity which this committee should, andl will, con- 
demn most vigorously. 

Gentlemen, I ask you to please investigate the facts and report to 
the American people how four multimillionaires, equipped with lob- 
byists, public-relations experts, and lawyers, can add to their millions 
while flaunting the law and making a monkey out of the United States 
Government and its agencies. 

For some years the nonskeds have been given favored treatment. 
They have been allowed to conduct so-called irregular, “but regular,” 
services without compliance with the law. This has resulted in a 
double standard of regulation. 

Mr. Maerz. Excuse me, Mr. Chairman. 

How do you know these four gentlemen are multimillionaires ? 

Mr. Harpy. How doI know that? Isay that because they testified 
here about the millions they made. 

In addition to that, I read in the Aviation Daily for July 7, 1954, 
a quote from some of Mr. Griffith’s testimony, who was then the En- 
forcement Chief of the Civil Aeronautics Board, and he said in his 
daily reports as follows, and I wish to quote him. He said: 

One facet of the overall operation is that only three payrolls are maintained by 
North American, despite the number of companies involved, Griffith pointed out. 
He also noted that “From 1951 to October 26, 1953, the total drawings of the 
partners from Republic Air Coach, Twentieth Century and California Aircraft 
Co., all part of the North American combine, amounted to $2,411,141.94.” 

I submit those are millions, and I submit that there are other state- 
ments that they put out here; how much more have they made in 
personal drawings out of their profit? 

The Cuarrman. Is that only Mr. Weiss? 

Mr. Harpy. No; that is the four partners drew that, within that 
short period of time. 

Now, they had another period longer than that before 1951, and 
since 1953. 

The Cuarrman. I hold no brief for them at all, but that would not 
make them multimillionaires, would it? 
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Mr. Harpy. Anything over 1 million does. When you say 2 mil- 
lion, that is multi, as I understand my language. 

Now, gentlemen, this double standard of regulation has resulted. 
And I want to point out to you that the certificated carriers have been 
precluded from operating over any routes except those covered by their 
own certificates. At the same time, some of the nonskeds have op- 
erated over the best routes in the United States on a regular basis in 
definance of the Board and the courts. 

We do not advocate—and I want to make that clear—the exclusion 
of the nonskeds from air transportation, nor does the Civil Aero- 
nautics Board. The Board has set up regulations within which these 
carriers can live, and many are doing it. 

Many of the nonskeds have testified before your committees of Con- 
gress that they have operated successfully under the Board’s present 
regulations? And now, the new CAB decision gives the nonskeds 
even more latitude. 

Even so, North American, and now Trans-American, as you heard 
here, still wants to operate scheduled services without complying with 
the provisions of the act. 

North American now contends that this defiance of the law should be 
rewarded by the Congress. They have the audacity to propose the 
perpetuation of the status of the nonskeds by giving the nonskeds in 
general, and North American in particular, a special status which 
would exempt them from the rules which apply to everybody else. 

North American’s position is exactly like the proposition that the 
biggest and most successful bootlegger should be given a preferred 
pom in the issuance of liquor licenses, and that he should not even 

e required to satisfy the normal requirements for obtaining a liquor 
license. 

Tf anyone thinks I am overstating the case against North American 
and some of its counterparts, Mr. Chairman, I want to make it clear 
that I charge North American, now Trans-American, with a deliberate 
campaign of wholesale violation of the law and defiance of the Civil 
Aeronautics Board—the agency set up by Congress to administer the 
act. They have gone far beyond the limits of their authority in their 
operations, and so have many other nonskeds. 

North American, however, openly admits and they brag that they 
are violating the law. You heard millionaire Weiss brag here about 
his profits—he talked in the millions! Hispartner, millionaire Fisch- 
grund, bragged under oath about the same thing before a Senate 
committee. 

The shocking part of it is that these same men brag that they made 
those millions while violating the law. 

I submit that it is not hard to get rich if you’re not too careful how 
you earn your money. There are, no doubt, ways of violating the law 
that even seem, for a brief while, respectable. 

The four millionaire owners of North American and their crafty 
counsel would have you believe these “poor little fellars” didn’t know 
what the law was all about. The CAB never made it clear to them, 
the nonskeds holler. They claim that they were misled into their ill- 
gotten gains. 

The Cuarrman. You are certainly scattering charges around. You 
call their counsel “crafty,” and you call them millionaires. I do not 
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think you make a good impression on the committee when you make 
these wild and extravagant charges. 

Mr. Harpy. I don’t think they are wild and extravagant, and I put 
the facts in to prove those conclusions. 

The CuatrMan. You speak of amounts of money, but those amounts 
are not net profits. They are not yielded to them without paying 
expenses and taxes, and what have you. 

Now, you refer to counsel as “crafty.” I think you should be a 
little more temperate in your remarks here. 

Mr. Harpy. Mr. Chairman, you did not understand my statement. 

The CuarrMan. I am almost tempted to strike the whole thing out 
of the record. 

Mr. Harpy. Mr. Chairman, you did not understand my statement. 
I said the North American 4 owners withdrew for their own personal 
account $2,400,000 in that period, as reported by Mr. Griffith. 

The CHatrMan (reading :) 

The shocking part of it is that these same men brag that they made those 
millions while violating the law. 

Mr. Harpy. Yes. 

The Cuatrman. Those are rather wild statements. 

Mr. Harpy. Well, sir, refer to their testimony, and they admit 
that, and they make no statement to the contrary. They say, Yes, we 
were violating the law, but the CAB made it impossible for us to earn 
money and be legal. 

The CHatrmMan. You say their testimony means they bragged about 
violating the law. 

Mr. Harpy. Yes, it does, and I say the record supports that, sir. 

The Cuarrman. Oh, no. If I find any more of this, I am going to 
strike your statement from the record. You had better be careful 
what you say. 

Mr. Harpy. I say, Mr. Chairman, that such misrepresentations of 
theirs cannot go unanswered. 

Mr. Marerz. Let me ask you this. Is it not a fact, Mr. Hardy, that 
most of the major airlines are rather frequently involved in com- 
pliance actions before the Board for violation of the act or of the 
Board’s regulations? 

Mr. Harpy. Not that I know of particularly. 

Mr. Maerz. Let’s turn to National Airlines. 

Mr. Harpy. All right. 

Mr. Maerz. Isn’t it true that in 1945, National Airlines obtained 
control of Caribbean-Atlantic Airlines, thereby intentionally violat- 
ing section 408 of the act ? 

Mr. Harpy. The Board issued an opinion in that case, and said 
that Natoinal had violated the law. 

Mr. Materz. Knowing 

Mr. Harpy. And they have used the words “knowing and willful,” 
and they referred that matter to the Department of Justice for prose- 
cution. And on that point, I want to point out that on that violation, 
it also appears in the opinion that the stock transfer had not taken 
place; that it was held in escrow, and that National had engaged in 
this activity with full knowledge of the Board, and on advice of counsel 
that it was perfectly proper to do it that way. But the Board made 
that finding, and that is a matter of record, Mr. Maletz. 
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In addition to that, North American states that no violations have 
ever been held against a carrier. We were forever prohibited from 
acquiring Caribbean-Atlantic as a result. They referred that case 
to the Department of Justice for prosecution; and the Department 
of Justice, on June 18, 1946, wrote to National’s counsel and said: 

Deak Six: In reference to your inquiry relative to National Airlines, Inc., 
please be advised that this Department has declined prosecution under the 
Civil Aeronautics Act of 1938, sections 488 and 622, title 49, United States Code, 
and we consider the matter now closed. 

Very sincerely, 
JAMES P. McGRANERY, 
The Assistant to the Attorney General. 


Mr. Matrez. Let me say this: Isn’t it correct, Mr. Hardy, that the 
Board stated that National’s action, that is, acquiring Caribbean- 
Atlantic Airlines, must “in the circumstances be deemed to have been 
committed knowingly and willfully as those words are used in the 
act”? 

Mr. Harpy. They found that, yes. 

Mr. Maerz. Yes. 

Mr. Harpy. But here is the point I want to make—— 

Mr. Materz. Just a moment. 

Mr. Harpy. Yes. 

Mr. Materz. Is it not also true that a similar proceeding was 
brought against National for obtaining control of Aerolineas Argen- 
tine Airline without prior Board approval and in violation of the act ? 

Mr. Harpy. No, sir. 

Mr. Materz. That is not correct ? 

Mr. Harpy. No, sir. 

Mr. Maerz. Did the Board ever bring a proceeding against Na- 
tional for obtaining control of Aerolineas ? 

Mr. Harpy. Not Aerolineas Argentine. 

Just last year or a year ago, not the Board, but the Board’s 
staff filed a petition for enforcement of National Airlines, who owned— 
there was a ticket agency existing in Cuba called Aerovias Inter- 
nacionales. The Board said we owned it, and they wanted to look at 
the books. We said de didn’t own it. 

They filed this petition for enforcement, which I would like to sub- 
mit for your record. We then filed a motion to dismiss the com- 
plaint on legal grounds that they were wrong as a matter of law. 
That was the Board’s staff. 

We then filed answers to their charges, which answers were both 
for Mr. Baker and for National Airlines. 

As a result of that, I said to the Board staff, “What do you want?” 
And they said, “All we wanted to do is look at the books.” I said, “We 
can’t let you look at these books, because we don’t own this company. 
But I will tell you what we will do. We will stop doing business with 
them and set up a business of our own.” 

We did, and we entered into a joint motion to terminate the pro- 
ceedings. And the Board has full jurisdiction over everything we 
do in Cuba, and the Board didn’t like that, and they admitted they 


didn’t have jurisdiction after it was started by the staff. 

What I wanted to point out, when the Board called us to task, we 
didn’t defy the Board. We didn’t tell them we would continue to 
operate illegally. We didn’t do these things. 
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We sat right up there and kowtowed and did what we thought was 
legally right, Mr. Maletz; and, as you very well know, having been 
associated with me as a lawyer in the past in Government, when some- 
thing like that comes before me I will sit there and listen, and I will 
sit sheds and do whatever the regulatory body will require. And I 
did in this instance. 

(The documents referred to, in CAB Docket No. 6588, appears at 

. 2251.) 
Mr. Mauerz. The point is this, Mr. Hardy: The Civil Aeronautics 
Board issued an order revoking North American’s letters of regis- 
tration. Now, can you tell the committee why it is that the Board did 
not issue a revocation order with respect to the certificates of other 
carriers—— 

Mr. Harpy. I can’t testify-—— 

Mr. Materz (continuing). Which have violated CAB regulations? 

Mr. Harpy. I cannot testify with reference to other cases, but they 
have issued cease and desists, and the carriers have complied. In our 
case they had a situation which had not even yet taken place, and the 
opinion points out to you that it had not been consummated, and they 
referred it to the Department of Justice for prosecution. 

I say what is sauce for the goose is sauce for the gander. 

Now, North American’s violations are a definitely different type. 
They are still continuing to do it. They are still violating what they 
got a stay for, status quo. They even do more now than they were 
doing before their stay, and told the court they would operate status 
quo now. They are violating that now. 

Mr. Materz. So it is your position that if there is a serious violation 
by an airline of the act or of the CAB regulations, that the Board is 
justified in issuing a revocation order? 

Mr. Harpy. If all the facts are to be before the Board. Each case 
is different. 

Mr. Maerz. Do you think, then, that the Board would have been 
justified in having issued an order of revocation with respect to Na- 
tion for its intentional violation of the act in 1945? 

Mr. Harpy. No, sir. And they would have prosecuted, and the 
Department of Justice obviously didn’t think they had a case, and 
dropped it. 

Mr. Materz. Well, I don’t quite understand the distinction there. 
On the one hand you say 

Mr. Harpy. I say this—— 

Mr. Materz. Just a minute. 

On the one hand you say that North American has persistently 
violated the CAB regulations. 

Mr. Harpy. Yes. 

Mr. Materz. And you take the position before this committee that 
the Board was amply justified in issuing the revocation order. 

Mr. Harpy. Yes. 

Mr. Materz. On the other hand, here is National Airlines, which 
similarly intentionally violated a CAB regulation. Now, can you tell 
the committee why what is sauce for the goose is not sauce for the 
gander? 

Mr. Harpy. Because we couldn’t have what they claimed we had 
willfully violated, and they took it away from us, and we were never 
able to have Caribbean-Atlantic. 
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And I say with that, Mr. Maletz, your fitness, willingness, and 
ability is involved; that the Board should go into any violations they 
have encountered, and should never allow you anything if there is 
another alternative. 

Now, there may be occasions, in the public interest, when there is 
no other alternative, and you have to give it to the law violator. 

But I say a law violator who is so flagrant and so continuing and 
persistent as North American—and it is not just frequency of service. 
One of the things I want to get at is interlocking relationships, 
mergers, consolidations, purchasing all sorts of things, which I think 
have antitrust implications if there are any antitrust implications so 
far in this hearing. 

A look into that North American picture will be indeed revealing, 
I am sure, and I think you should look into it if you have the oppor- 
tunity, and see just what they have been engaged in. 

I think it is something nobody else has brought up before. I have 
thought about it a great deal before I brought it up, Mr. Chairman, 
but I know you are going to be fair in this, and I want to put the 
eggs at your doorstep so you can weigh them all. And that is what 
I am attempting to do here. 

In this connection, I want to say that they have come out and said 
the reason why they couldn’t operate, the reason they had to operate 
and violate the law is that the CAB never made it clear to them what 
the rules were all about. 

I say the Civil Aeronautics Act says an air carrier must have a 
certificate before it can operate in air transportation. North Amer- 
ican has no certificate, and it has never gone through a certificate pro- 
ceeding to get one until just recently. 

When the act was first passed, the Board issued an exemption regu- 
lation so that the small, fixed-base operators would be relieved of the 
necessity of obtaining certificates or complying with other burdens 
of regulation prescribed by the act. 

The nonskeds began their operations in 1946 under that regulation 
with full knowledge that their operations could not be conducted on 
a regular basis. It was never a secret, as they’ll now try to have you 
believe. 

Three key decisions of the CAB defined the regulation with spec- 
ificity. They were (1) the Investigation of Nonscheduled Air Serv- 
ices, (2) the Page Airway Investigation, and (3) the Transmarine 
Airlines Investigation. All three decisions, dated May 17, 1946, are 
in volume 6 of the CAB reports. 

And I would like to have you read pages 1054 and 1055 of those 
reports, particularly; and you will find there, if you will read them, 
that the function and role of the nonskeds is set down in precise and 
specific terms. 

Now, those basic rules have not been changed. They have been 
enlarged recently by the Board’s new decision in the nonsked case. 

However, North American and other outlaw nonskeds—there are 
more of them; North American is not the only one—have used that 
exemption as the base for their operations. The only reason they have 
been able to operate at all is because the CAB gave them limited 
authority. 

Certainly, the Board should not be criticized by North American for 
doing that. 
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Under the color of authority created by the Board’s exemption to 
operate on an irregular basis, the North American combine has 
repeatedly and flagrantly violated the act. The Board didn’t ter- 
minate the authority of all these violators right away. The nonskeds 
were given repeated opportunities to comply with the regulations. 
Most of the nonskeds have complied and they are operating success- 
fully within the scope of the Board’s irregular carrier rules. 

But not so North American. This group saw that they could 
clean up if they went into the coach business on a full-blast basis. 
So they cast aside any pretense of compliance with the Board’s regu- 
lations. They began to operate daily schedules departing at a definite 
time every day. This was in direct violation of the law. They are 
still doing it, and now as Trans-American Airlines. 

Now, faced with this flagrant defiance of the act, Mr. Chairman, 
and you are a lawyer of considerable reputation, what would you do? 
The Board then instituted enforcement proceedings against the non- 
skeds who make up the North American group. I ask you, what else 
could it do? But, despite all the Board’s efforts to exact compliance, 
North American goes on its merry way operating regular, scheduled 
services, and advertising itself as one of the major airlines of the 
country. 

What are they complaining about? The act says they can’t operate 
without a certificate. The Board created a regulation which per- 
mitted them to conduct a limited service. Using that, they proceeded 
to conduct a regular service. They have made a large fortune in 
their illegal operations when many legitimate carriers have received 
little or no return for their stockholders. 

Has it been established in this hearing who owns this North Ameri- 
can combine? What is it all about? How many stockholders are 
involved? The answers to those questions are necessary to see just 
how a few individuals got rich quick while defying this Government. 

The next part of my statement we have gone into previously, Mr. 
Chairman, the connections of the people who represent North Ameri- 
can and who have worked for them in this lobbyist and representative 
force to bring the pressures we have talked about, and I want to 
point out in that connection, Mr. Chairman, there are some other 
things I would like to ask you to look into if your committee has 
time, particularly the connection of Mr. Maurice Rosenblatt. 

I do not know what Mr. Maurice Rosenblatt’s job is for this Com- 
mittee for an Effective Congress, and how he separates the two jobs, 
but in any event, in the Aviation Daily for July 23, 1953, at page 127, 
there appears an article which should be interesting to you, and it is 
headed, “North American’s Case Presented at Capitol Luncheon.” 
It says: 

Representative Donald L. Jackson (Republican, California), who earlier this 
week invited a group of his colleagues to a private luncheon for the purpose of 
meeting with members of the North American Airlines organization, told the 
Daily today that he had sponsored the affair only at the suggestion of various 
interested friends. Between 15 and 25 Congressmen, both Republicans and 
Democrats, attended the luncheon, which was held in the Speaker’s dining 
room. Maurice Rosenblatt was North American’s spokesman and only rep- 
resentative in attendance. 

“It was a very informative and enlightening session,” Jackson said, “as 


none of us was completely familiar with the current situation, such as the 
pending CAB enforcement proceeding against North American particularly, and 
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CAB’s nonsked policy in general.” He stressed the point, however, that there 
has not been and is not any element of personal interest, financial or otherwise, 
in the North American combine. 

Jackson said he has taken no position in the CAB-North American con- 
troversy—‘I don’t advocate North American’s position nor do I oppose it.” No 
conclusions, decisions, or recommendations were arrived at during the luncheon, 
Jackson added. He noted that it had not been known in advance who North 
American would send to the luncheon “to tell its side of the story.” There was 
no question, though, Jackson said, that Rosenblatt officially represented North 
American. 

This was the first indication that North American had retained Rosenblatt's 
services. He is a former registered lobbyist and more recently has been 
affiliated with the National Committee for an Effective Congress. Lately, how- 
ever, it is understood, Rosenblatt has been active on Capitol Hill, working 
closely with former Senator Joseph O’Mahoney, North American’s counsel and 
economic adviser. It has been reported that Murray Chotiner, prominent 
Californian who was active in the Nixon campaigns, introduced Rosenblatt to 
Jackson. 

I would like to submit that for your record, Mr. Chairman. 

Mr. McCutxvocn. Mr. Chairman, I would like to ask a question right 
there. 

I presume you are talking about Maurice Rosenblatt-—— 

Mr. Harpy. Rosenblatt. 

Mr. McCuttocu (continuing). Who is mentioned on page 8 of your 
written statement. 

Mr. Harpy. Yes, I am. 

Mr. McCutiocn. Is he now a registered lobbyist before the Con- 
gress of the United States? 

Mr. Harpy. He was. Whether he is as of today, I don’t recall. 
He was at one time. It was reported in one of the trade presses when 
I noted it. 

Mr. McCutiocu. Do you know if he is presently the campaign di- 
rector of the National Committee for an Effective Congress’ 

Mr. Harpy. It is my understanding that he is. 

Mr. McCutiocn. Do you have a list of the Members of Congress 
which that committee has supported, financially or otherwise ? 

Mr. Harpy. No, I do not. 

Mr. McoCutxocu. That is all, Mr. Chairman. 

Mr. Harpy. Another thing I would like to ask you to do, Mr. Chair- 
man, is on this pressure campaign that I outlined this morning, of 
“Write to your Congressmen,” and the things North American put 
on their aircraft and the things they have engaged public relations 
experts for to help them to put these letters together to pressure you 
Members of Congress, I ask you to ask the CAB to submit to you all 
letters on behalf of North American addressed to it, and ask the 
CAB also to supply to you the answers they sent back in answer to 
those letters submitted by North American as a result of that 
campaign. ' 

I think you will find some of them very revealing. 

Now, only the other day—which is a situation to show you there are 
both sides of the street, Mr. Rosenblatt and his affiliations, and Mr. 
Henderson and his affiliations. Only the other day I heard, and I 
don’t remember where I heard it, I heard that there may _possiblly 
be a letter addressed from Mr. Chotiner to the President of the United 
States himself, and I think if you check with the Civil Aeronautics 
Board you will find these types of letters. 
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I do know as a matter of procedure, if any letter is addressed to the 
White House or its staff on behalf of an airline, or by an airline or 
somebody interested in airline activities, those are all referred to the 
CAB for answer, and the CAB keeps the original files and letters, 
and I ask you to get those to see what the effect of those might be. 

Mr. McCutiocu. Mr. Chairman, since the name of the President 
of the United States is mentioned as a possible correspondent, I think 
it would serve a useful purpose to have the record show whether 
or not such a letter is or is not in existence. 

Mr. Harpy. I only heard it, and I am stating it as the rankest 
hearsay, Mr. Chairman, but it may well exist, and I ask this com- 
mittee to investigate. 

The Cuarrman. In other words, you have no definite proof there is 
such a letter? 

Mr. Harpy. No. I just heard it. 

The Cuatrrman. Where did you hear it? 

Mr. Harpy. I don’t know. The other day, somebody mentioned it 
at a cocktail party, and I said it would be interesting 

The Cuatrman. I think, Mr. Hardy, you ought to be more careful 
in tossing out these statements. You have done that frequently, 
repeatedly. 

Mr. Harpy. Mr. Chairman—— 

The CHamman. Now you try to involve the President here in some 
way. I donot think that is fair. 

Mr. Harpy. I am not trying to involve the President. I am point- 
ing out to you 

The CHatrrMaNn. You said you heard some letter was 

Mr. Harpy. Yes. 

The Cuarrman. What was the basis of your statement? Where 
did you hear about it? 

r. Harpy. I just heard it. 

The Cuatrman. Did you dream about it? 

Mr. Harpy. I didn’t dream about it. I heard it, and I ask you to 
check with the Civil Aeronautics Board and see if one exists. 

The Cuatrman. Why should we go out and check about something 
you hear, and you don’t know when you heard it or where you heard 
it? Some irresponsible person may have told you something, and 
then you come here and you say there may be such a letter, and ask 
us to check on it. 

Mr. Harpy. I think perhaps you should forget it, under those cir- 
cumstances. 

The CuatrmMan. We cannot follow will-o’-the-wisps. 

Mr. Harpy. They have asked that heat be put on in all these let- 
ters—and I think it would be vital for you to get it—with respect to 
the scheduled airlines and the Air Transport Association, and I think 
we ought to balance the wheel. 

Mr. McCutiocnu. Mr. Chairman, I agree with at least part of the 
statements you just made, but there is an inference left here that 
the President of the United States has intervened in this case. 

Mr. Harpy. No, I don’t make that 

Mr. McCutxocn. Or has written a letter. 

Mr. Harpy. No, I don’t say that. No. I say the letter is from 
Chotiner to the President, that is what I said, not from the President 
to Chotiner. 
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Mr. McCutxiocn. Oh. 

Mr. Harpy. From Chotiner to the President. 

Mr. McCutocn. I would like to withdraw from the record what 
I just said. I completely misunderstood. 

Mr. Harpy. Another thing I would like to point out here in the 
North American situation, and the mockery, there is the statement this 
man uses in Aviation Week 

The Cuarrman. Nonetheless, I think that regarding the letter which 
the witness said he heard was written by Mr. Chotiner to the Presi- 
dent, I do not know whether the CAB would have such a letter. But 
if you feel that we should check with the CAB to see whether there 
is such a letter, to prove or disprove what the witness says, I will be 
glad to do it, if you wish it. 

Mr. McCuttocn. Mr. Chairman, of course, any one of the 165 
million people in the United States has a right to write the President 
of the United States 

Mr. Harpy. Certainly he has. 

Mr. McCutiocn (continuing). In accordance with the best tradi- 
tions of the American processes and representative government. What 
I was concerned about was an inference or a statement, which I mis- 
understood, that the President of the United States had written some 
kind of a communication, which is entirely different, in my opinion. 

Mr. Harpy. I make no such inference. What I am merely trying 
to point out, Mr. Chairman, is that they have gone through this cam- 
paign to get letters to put the heat on the Board. 

I would like to see if you can possibly get the Board to submit those 
letters, to see what the effect has been of this pressure campaign that 


I outlined this morning; and I think it is most important, in view of 


the fact we have been called pressure artists, to see what the fellow 
engages in who has called us that. 

I have another point that I wish to make at a later point on that, 
but at the moment I wish to go on. 

I have stated that North American is an out-and-out lawbreaker. 
I think the record proves it, and I think the Board’s records prove it, 
and I say it has not only violated the constituted law of the land; it 
has gone further and defied the duly constituted authorities when- 
ever they have tried to exact compliance. 

And I submit, Mr. Chairman, that this is an important issue, and an 
important one indeed. This committee of Congress should do some- 
thing to stop it. 

I think there are implications in that violation that you, as guardians 
of our fair play, should look into; and the Judiciary Committee, being 
lawyers, can evaluate these things and come up with something to 
stop these violations. 

And I want to make a point there on that point, Mr. Chairman: 
When you tried to go into these violations with North American’s 
counsel and North American’s witness here, they said this case was 
pending before the courts and they could not discuss it. 

The Cuarrman. You have 40 pages in your statement, and I do 
want to finish this afternoon, so I am going to ask you not to inter- 
polate, if you can possibly check yourself, so we can get the full 
statement. 

Mr. Harpy. Thank you very much. 
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There is a simple question which this committee should ask itself. 
It is the issue of whether air transportation is to continue to be regu- 
lated or not regulated. 

It has been suggested that there has been a growing concentration 
on the part of those trunkline carriers—if you can call them trunk- 
line carriers—who were in business in 1938 and who have become 
larger in 1955. 

It has also been suggested that there is a place in this scheme of 
air things for the so-called pioneer aircoach operator. And that oper- 
ator will not offend the air transport economy or dislocate it if he 
confines his services to 21 of the top traffic-producing cities of this 
country. 

The only solution that I can suggest, Mr. Chairman, to those who 
would urge this type of operation is to propose legislation which 
would remove air transportation from any regulated status. Under 
this system, the North Americans of the United States could then 
sae in the atmosphere of free enterprise which they so constantly 
exalt. 

I can assure you that, despite the fact that little National Airlines 
considers it a privilege and a duty to serve the small cities on our 
route which are marginal or unprofitable, we would be delighted to 
adjust our operation so that we fly north-south, and east-west, picking 
up the rich traffic at Boston, New York, Philadelphia, Washington, 
Los Angeles, San Francisco, Denver, Dallas, and Chicago, destined 
for Miami and Habana. That would be the only equitable way to 
provide for what the North American crowd has in mind and urges 
before you. 

It is interesting that never in the course of any of their argu- 
ments have they suggested the elimination of regulation. And for 
a very wise and interesting reason. That reason, surprisingly enough, 
is that, without regulation, they would perish. 

It is startling that the only unfair competition which now exists in 
air transportation is the result of the operations of combines like North 
American who would talk out of one side of their mouth about free 
enterprise, and out of the other side about the necessity that they 
be protected. 

If there are any rich routes that are going to be parceled out, gen- 
tlemen, National Airlines should stand close to the front of the line 
and North American at the very rear. 

Further, the law-abiding, public-service-minded local-seryice air- 
lines of today might well be considered before the North American 
lawbreakers. 

What National Airlines has today, it fought for in the regulatory 
form. There has been a lot of loose talk before this committee about 
the trunklines of 1938 and the trunklines of 1955. We’re apparently 
one of those in both instances and, if we were a trunkline at the time 
of the passage of the Civil Aeronautics Act, then the local-service 
airlines of today are indeed, by comparison, giant, far-flung monop- 
olies. 

“Freedom of entry”’—the North American fellows holler about. 
Certainly no one would advocate gross discrimination against any 
and all American citizens—be they nonskeds, grandfather carriers, 
or the feeder airlines. 
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“Freedom of entry” in a regulated industry should mean equal op- 
portunity under the standards of the act. The facts and required 
statutory tests should be weighed in the overall public interest. After 
all, the CAB is not regulating supermarkets. 

I am sure that you have the impression that the so-called pioneerin 
of aircoach has been a brainchild of the nonscheduled airlines. I wil 
not go into the question of the fact that this low-fare service is not 
an ingenious invention, but merely the application of certain economic 
principles to air transportation. 

Coach service is neither novel nor due to any particular group of 
people having a monopoly on it. Back in 1948, National Airlines in- 
stalled sharply reduced summer excursion fares along the east coast 
of the United States. That tariff, which proposed rates at under 4 
cents a mile, was suspended by the Board, justifiably or otherwise. 

The fact of the matter is that, again, National filed a Miami-New 
York night-coach fare in December of 1948, even before the nonskeds 
became aware of the long-haul transportation gold in that market. 
We were not given the authority by the CAB to operate under those 
fares until a year later, in November of 1949. 

Would any member of this committee applaud us if we had defied 
the Board in that situation? Certainly we had as much justification 
to disregard the Board’s order as North American has had in its 
disregard of law and order. 

We felt that the Board’s order was wrong, Mr. Chairman, but we 
obeyed it because it is the law of our country. At the time we were 
laboring under Board prohibition, the nonskeds moved in and estab- 
lished their own low fares. 

Mr. McCutxiocn. Let me ask a question right there, Mr. Chairman. 

Was your application for a 4-cent coach fare, or whatever you want 
to call it, filed before North American or Trans-American established 
its coach fares? 

Mr. Harpy. I claim we were in the coach business and really oper- 
ating under coach fares before North American came into existence. 
They testified they didn’t come into existence before 1950. We applied 
for coach and were getting into that business before they came into 
existence. 

Mr. McCutxocn. In 1948, and you were prohibited by the CAB 
from establishing 

Mr. Harpy. For a year. 

Mr. McCutx.ocn (continuing). A route charging 4 cents a mile. 

Mr. Harpy. Yes, sir; we were prohibited for a year. 

Mr. McCuttocn. All right. 

Mr. Harpy. We felt the Board order was wrong, as I said, but we 
obeyed it because it was the law of our country. 

And then the nonskeds moved in while we were at that hiatus wait- 
ing for that right. 

T would like to submit a National Airlines flight schedule, Mr. Celler. 
I know you are familiar with them. It is a summer and winter sched- 
ule, and it shows our record. ' 

(The flight schedules referred to are on file with the committee.) 

Mr. Harpy. Nothing more graphically illustrates the nature of our 
approach to public service. About 70 percent of all our trunk sched- 
ules are coach, and the accommodations are commodious and com- 
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fortable—not cattle-car arrangements. We have really put out a 
service. 

You will also note in this schedule that we provide excellent service 
to the smaller cities on our route system, regardless of the small 
amount of traffic generated at those points. I think that is the real 
test of public service. 

Mr. McCuttocu. Do you supply coach service to the smaller cities? 

Mr. Harpy. To some of them. 

Mr. McCuuiocn. What is the smallest city to which you provide 
coach service ? 

Mr. Harpy. Well, West Palm Beach, we provide coach service; to 
Sarasota. We have provided coach service in the past to New Bern, 
some to Wilmington. It changes, depending upon the time of year 
and the av: ailability of aircraft. 

Mr. McCuttocu. Sarasota is now what, 50,000 or thereabouts? 

Mr. Harpy. About that, I think. 

Now, it would be downright shameful, Mr. Chairman, if in the 
face of National’s respect for the law, the richest routes in the United 
States were turned over to the greatest lawbreakers. The Government 
would be setting a precedent which would constitute an invitation to 
continued and increasing violations of civil-aviation law. 

I feel that the Congress has the responsibility to stop the continuing 
illegal operations of the nonskeds. How long are you going to permit 
the nonskeds to flout the laws of our country ? 

Gentleman, the law should remain as it is now. Even a nonsked 
should prove public convenience and necessity, and that it is fit, 
willing, and able to provide the service. 

I think it is the duty of the Congress to see that the law is enforced. 
No more is required. 

Who pioneered aircoach ? 

The nonskeds’ claim that they pioneered low-fare service is, indeed, 
misleading. The origin of low-fare services is somewhat difficult to 
tie down due to the fact that many nonskeds filed neither tariffs nor 
reports in the earlier days. 

As a matter of fact, during the postwar equipment shortage, the 
nonskeds were gouging the public during the peak seasons with fares 
substantially higher than our first-class fares. 

Any seasoned traveler between New York and Miami will tell you 
that the nonskeds in peak periods right after the war exacted as much 
as $100 one way for a trip, when our fare was $56 for the same trip. 

As I said before, we do know that National Airlines tried to install 
sharply reduced summer excursion fares in early 1948, but the Civil 
Aeronautics Board felt that such a fare was not warranted, so our 
tariff was suspended. 

The Cuarrman. At this point, let me read to you a portion of the 
judgment and conclusions reached by the Civil Aeronautics Board in 
the Large Irregular Air Carrier investigation, dated November 13. 
1955, page 7: 


Aside from helping to meet the immediate travel needs of the public, the irreg- 
ular air carriers have played a significant role as innovators in air transporta- 
tion. It was they who made an invaluable contribution to air transportation 
by risking their own capital to pioneer in and develop the field of low-cost coach- 
type air transportation; and it was largely as a result of such successful experi- 
mentation that the certificated trunkline carriers became active participants 
in this field. 
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Mr. Harpy. They forgot to say one thing—except National. 

The Carman. Except National. 

Mr. Harpy. And we say that 

The Cuarrman. I am glad to hear that. 

Mr. Harpy. I don’t think anybody had the record we had, Mr. 
Chairman. I will go along with you one that, but we tried, and we 
were forbidden, and we worked hard on it. 

And you know our history. You know we were on our backs, and 
you were one of the chaps that was trying to help us in those days. 

We were not aware 

The Cuatrman. How do you reconcile what I read with your state- 
ment under the caption “Who Pioneered Aircoach”? You say there: 
“The nonskeds’ claim that they pioneered low-fare service is, indeed, 
misleading.” 

Mr. Harpy. I rationalized that, because they said in their opinion 
“a significant part”; they didn’t say wholly. 

The Cuatrman. The Board went pretty far. 

Mr. Harpy. They didn’t say wholly. 

The Cuatrman, “* * * they risked their capital.” 

Mr. Harpy. The point is not only that they but we did, and tried 
and strained every muscle. But we had these regulations, and could 
not do it. 

The Cuatrman. The CAB said they risked their own capital “to 
pioneer in and develop the field of low-cost coach-type service; and it 
was largely as a result of their successful experimentation that the 
certificated trunkline carriers became active participants in this field.” 

Mr. Harpy. Well, I am pointing out to you what we did on our 
route, Mr. Chairman, and I should think you would condemn—— 

The Cuarrman. You say when the sonskeds claim they pioneered. 

Mr. Harpy. It is misleading. 

The Cuarrman. It is misleading? 

Mr. Harpy. Yes, it is, because we were in there trying to get into 
the coach business. 

The Cuatrman. Would you say that the statement of the CAB 
is misleading ? 

Mr. Harpy. I think the CAB was referring to the transcontinental 
market, and not my market, and that is where—— 

The Cuatrman. What was that? 

Mr. Harpy. I think they were primarily referring to the trans- 
continental market, New York—west coast. My market is another 
one, east coast. 

P The Cuatrman. You think they should have made that statement, 
o you? 

Mr. Harpy. They should have. 

The Cyaan. They should have? 

Mr. Harpy. And I am going to point it out in the passenger fare 
investigation. 

The CrarrMan. Everybody seems out of step but you. 

Mr. Harpy. We have appealed that decision, too, Mr. Chairman. 

If I can go further in explaining it—— 

Mr. Harkins. On page 12, you make the statement that— 


Sack in 1948, National Airlines installed sharply reduced summer excursion 
fares along the east coast of the United States. 
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Mr. Harpy. Yes. 

Mr. Harxrns. Are you saying there that National Airlines was 
inaugurating a coach service? 

Mr. Harpy. No, that was excursion at that time, excursion. We 
put it under 4 cents in the summer period, and later came on in the 
night-coach fare in December of 1948. 

Mr. Harkins. Would you explain for the committee’s benefit the 
difference between excursion service and coach service? 

Mr. Harpy. What excursion is, you use first-class aircraft. You 
use the standard configuration of first-class aircraft. 

Now it is not what we originally proposed; it is higher than what 
National proposed, which the Board allowed. If you buy a first- 
class ticket between New York and Miami, you pay the regular first- 
class fares for your going portion; and for your coming - back, you 
get the 50-percent discount, but you have to buy a round trip. That 
is an excursion fare. 

Mr. Harkins. An excursion also is more or less a one-shot propo- 
sition. It is not a continuous service that is offered to the 

Mr. Harpy. We offer it for the whole summer months’ period to 
develop traffic in the summer months, that is quite correct; but then 
we offered the night coach later, a night coach service. 

Mr. Harxrys. Did you have a coach service before 1948? 

Mr. Harpy. No, we were not permitted to have it; no. The first 
time we filed 

Mr. Harkins. Were the irregular carriers offering coach service 
before 1948 ? 

Mr. Harpy. As I say, it is difficult to tie down. There were some 
in our market operating coach services. What they were charging, I 
don’t know, because they didn’t have to file tariffs in those days. 

Mr. Harrys. Isn’t it a fact that the irregular carriers were offer- 
ing coach service prior to the inauguration | of coach services by the 
certificated carriers ¢ 

Mr. Harpy. By us, they were, because we were delayed a year and 
a half, 2 years, in putting them in, and fighting the Board to do it. 
And T am going to get to those points, Mr. Harkins. 

Mr. Harkins. Then, National did not precede the irregular carriers 
in coach travel ? 

Mr. Harpy. No. I said while we were fighting, they moved in. I 
don’t think you can condemn me in being a pioneer in air coach when 
we were trying and straining every muscle to get it, and the Board 
would not let me. And that is why I say this is a double standard of 
regulation. 

Mr. Harxtns. I am not condemning you, but trying to straighten 
out the record on the basis of your statement that National had a coach 
service before the irregulars had it. 

Mr. Harpy. Yes; I will go on. 

Mr. McCuttocn. I think it is also important to determine whether 
National made an application for coach service before any other com- 
pany had it; if they sought a certificate and it was being heard, and 
finally it was delayed a year or two afterward, and someone moved 
in and instituted the service. I think that is a very important factor 
in all this controversy. 
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Mr. Harpy. Well, you will find—that is why I say it is misleading 
and hard to tie down, and Mr. Celler will no doubt be interested in 
this: If you are operating between New York and Miami on a route, 
and you have a fare in, and you have been operating, say, 3 or 4 years, 
and you propose to reduce that fare, you cannot do that without ap- 
proval = the CAB. They have the right to suspend the tariff and 
make you go to hearing. 

If I had never operated between New York and Miami with a coach 
fare, never operated at all, I could file a coach fare at any price, and 
they could not suspend an initial tariff. 

So the nonskeds came in, some of them had high ones, some had 
low ones, some didn’t file, some had this and had that. We don’t know 
what they had. All I say is, at the time we were fighting to get into 
the coach market, we were put into that market to fight against Eastern 
Airlines; we got certificated in 1944, we activated service immediately. 
But at the time we were certificated, we had only little Lodestars. 

We bought the first postwar DC~ aircraft, we put in the first 
nonstop. We ordered our DC-6’s, mind you, in 1946, with coach 
tracks put inthem. There were tracks put in the aircraft so we could 
put in coach seats. That is what we were thinking about. 

When we got the airplanes, we started applying for these lower 
fares and coach fares, and were delayed by the Board; and the Board 
said, “No, you eannot put them in because of the economics of the 
industry.” 

Now, the nonskeds then really started an appreciable amount of 
service, but we tried to put it in and couldn’t get it in because of the 
fact we have to have our tariffs approved, and they didn’t. 

And that is one of the things I want to point out, and I say when 
we find our night coach tariff in December 1948, my people were not 
aware of any substantial coach service by the nonskeds. But they 
moved in after that and really established nonsked coach services. 

Mr. Quictey. May I interrupt there, Mr. Chairman ? 

Mr. Harpy. Yes. 

Mr. Quieter. When you say that, you mean in your competitive 
market, or in the air industry generally ? 

Mr. Harpy. I am talking about my market. 

Mr. Quictey. In your area. 

Mr. Harpy. I am not fully aware of the other markets. They may 
well have been in the other markets before, but that is my market I am 
talking about. 

a op rate, when we tried to get that, that was suspended by the 
oard. 

It was not until the summer of 1949 that National was permitted to 
install a summer excursion tariff, and not until November 1949 that 
it was permitted to install a night coach operation. 

Even after National obtained authority to operate coach service in 
November 1949, it was restricted by the Civil Aeronautics Board to 
operations departing in the middle of the night—with only one 
stewardess and with no food for the passengers. I want to point this 
out, gentlemen: When they permitted us to go into night coach, they 
said we had to do it at X fare and, as I say, they restricted us to 
operations in the middle of the night, with only one stewardess and 
with no food for the passengers. 
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However, the nonskeds had _ no such restrictions. 

Mr. McCutxocu. Let me ask you again, were the nonskeds given 
authority to fly such operations with no restrictions whatsoever 

Mr. Hise. Except of irregularity. They were not supposed to 
fly regular schedniad service. The other services they could give—a 
free meal, could put two stewardesses in the plane, and they could fly 
airplanes that we could not fly, were not certificated to fly. 

Mr. McCuttocn. And they could depart any time during that 24- 
hour period ? 

Mr. Harpy. They could leave any time they wished. 

Mr. McCuttocu. When you were restricted to departures at night? 

Mr. Harpy. We were limited to between 10 p. m. and 4 a. m. 

Also, gentlemen, I want to point out that we then tried to install 
a daylight coach service. We wanted a daylight coach service in late 
1949 and early 1950. We were not permitted to go into that. 

Then we tried DC-6 daylight coach service, which was revolu- 
tionary, because everybody else was using poe DC-4’s or C46 
aircraft, and we tried to put those in in 1950, and those were suspended 
by the Board. 

And to show our zealousness, we went into court to obtain relief 
from the suspension of the daylight coach, but without success. And 
I want you to note that the Air Coach Transport Association, which 
is the nonskeds’ trade association, filed a complaint against our DS-6 
coach tariff at that time on the ground it was too low. 

Mr. McCutzocu. And during all this time, you were prohibited 
from flying that aircoach service, when the nonskeds were doing 
it and were permitted to do it ? 

Mr. Harpy. Yes, they were, indeed. Yes, they were, indeed. 

Now, it was not until July of 1951, after extensive public hearings, 
that we obtained authority to operate a DC-6 daylight coach service. 

In the meantime, the nonskeds had firmly established themselves 
o -n coach market. In this connection, the C-46 story should be 
told. 

During the same period that the nonskeds moved in with coach 
service, the nonskeds were permitted to fly C-46 airplanes. The 
CAB would not let the scheduled carriers fly C-46 airplanes and still 
do not permit it today in any passenger operations. The nonskeds 
still fly C-46 aircraft. 

Also, the nonskeds could fly coach day or night—we could not. 
Thay gave free meals—we could not. They had no density require- 
ments—we did. And, they got the C46 aircraft at bargain basement 
rates from the Government. 

Mr. McCutiocn. What is the C-46? 

Mr. Harpy. It is a Curtiss aircraft which has about 45-46 seats in 
it, and they wouldn’t let us use it. And they finally let us use it in 
cargo only. 

Mr. OTL OCH. Why would they not permit certificated carriers 
to use it? 

Mr. Harpy. It didn’t comply with the Civil Air Regulations as 
applied to certificated carriers. I am not a technical man, but it had 
something to do with the single-engine performance and its weight. 
They increased the weight, and could fly after they made some 
changes; and they permitted us to use it in 1948 or 1949 for cargo only, 
and not for passengers. 
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One of the things, you see, we had to go and fly new airplanes on 
the airline, because you couldn’t use a DC-—3 because of not enough 
seats, only 18 seats in it. They could use these airplanes for coach, 
and we couldn’t. We had to go and buy new airplanes for coach. And 
when we went into the coach business, we had to put more seats in it. 
We had to put in high-density seats. We could not use it, regardless of 
the time of day, except at night. 

Later they said, “In night coach operations you can use the first- 
class airplanes during the unusual hours, when people normally are 
not traveling.” 

Tn that connection 

Mr. Quietey. Do I understand there was a time when the Board 
did not permit you to use DC-—3’s? 

Mr. Harpy. No. 

Mr. Quictry. C-46’s? 

Mr. Harpy. C—46’s, we couldn’t use them. And those C—46 air- 
craft the nonskeds got at figures like $300 a month from the Govern- 
ment, and bought at very cheap rates from the Army, and they could 
go into very cheap rents, and we couldn’t compete. 

Had we had them, we might well have been able to get in there 
with the low fares, too, but it was an economic proposition with us. 

Mr. Quiatry. Let me ask you another question. At the present 
time, does the Board permit the nonskeds to use C-46’s ? 

Mr. Harpy. Yes. 

Mr. Quietry. For passengers ? 

Mr. Harpy. Yes; they do. They are flying in competition. 

Mr. McCuttocu. You say they are being flown every day? 

Mr. Harpy. Yes, sir; they are. 

Mr. McCuttocu. And you are still not permitted to use them in 
coach service ? 

Mr. Harpy. That is my understanding, unless it has been changed 
within the last few weeks. It has always been that way, is my 
understanding. 

I do not mean to be unduly critical of the Board in reviewing these 
facts about disapproving our coach services. When National first 
proposed lowering the fare and entering the coach market, the in- 
dustry was suffering serious operating losses which involved increased 
mail pay. The Board was of the opinion that such fare reductions 
would result in reduced revenues and heavier operating losses. We 
disagreed. The Board wanted to move slowly, awaiting the outcome 
of the experiments with aircoach service. 

We do not condemn the Board for this policy. They were charged 
with responsibility for the financial soundness of an entire industry 
which was in the throes of a financial crisis. 

They apparently felt that the chances of financial success for air- 
coach service at that time were dubious—and the burden on the Gov- 
ernment might be increased. We think subsequent events have proved 
them wrong, but they had a real problem to face and proceeded with 
caution. 

My point here is that I want to establish that there was no reluctance 
on our part to enter the field of coach service. National was straining 
every muscle to get into the coach business. 

Coach service was not a novel idea of the nonskeds. And please 
do not for a moment believe that National was driven into coach 
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operations by North American. National had coach fares before 
North American came into being. ; 

You heard Mr. Weiss’ testimony here where he testified they didn’t 
come into being until 1950, and there is a point I want to make on 
that, Mr. Chairman. 

The Cuarrman. I must caution you—— 

Mr. Harpy. O. K. ' ; 

The CuarrMan (continuing). We are going to sit until 4:30. This 
committee has been sitting since 10: 30 this morning, with an intensive 
session on the floor, lots of office work to be done, and we are at our 
wit’s end as to how to accomplish those things. And I must indicate 
we will be here until 4:30. I hope you will have your statement read 
by that time. 

Mr. Harpy. All right; fine. I will continue on fast. 

National’s record for progress in the low-fare market is unequaled 
in the industry. We had to abide by the regulations of the Board 
and we did so. We see no reason why the nonskeds should not do 
the same. 

This review of the facts regarding coach services brings out two 
factors which are important here, in the face of what you have heard 
thus far: (1) North American is not the originator of aircoach serv- 
ice; (2) the CAB has been most generous in its treatment of the 
irregular carriers. 

The Board gave these carriers the opportunity to operate without 
the necessity of obtaining certificates. It permitted them to operate 
low-fare services without restriction at a time when the certificated 
carriers were prohibited from operating such services. 

The Board also permitted these nonskeds to use aircraft which the 
certificated carriers could not use in passenger service; and it per- 
mitted themto offer services, such as free meals, which were prohibited 
on the coach service of the scheduled carriers. 

The Board’s action in issuing so-called letters of registration to the 
irregulars has enabled North American and certain other nonskeds to 
violate the Civil Aeronautics Act over a period of years in open de- 
fiance of the Board. 

Finally, the Board gave the nonskeds virtually everything they 
asked for in the recent large irregular investigation. Anyone ac- 
quainted with that case would be flabbergasted to hear—as we have 
heard in these hearings—that the Board favors the certificated car- 
riers. We make no charges on that score, but if there is any evidence 
of favoritism, it is in the favor of the irregular carriers and against 
the certificated carriers. 

If you have any doubt on this point, take a look at the present 
alinement in the court of appeals. There the certificated carriers 
are appealing for reversal of the decision in the irregular case. The 
Board and the large irregular carriers are both vigorously supporting 
the Board’s decision. This includes both the ACTA and IMATA. 

The conspiracy charge by North American is a paranoic symptom 
engendered by North American’s inability, thus far, to parlay its 
flagrant law violation in a superair transport route network far 
superior to that held by any of the law-abiding carriers who have been 
patiently serving the public for periods running back as long as 25 to 
30 years. 
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I want to mention something on construction of airline fares. 

During the initial stages of these hearings, it was brought out that 
the fares charged by National and Eastern between New York and 
Florida are figured over mileages via intermediate points. The way 
the record now stands, it appears that the fare is based over a zigzag 
course via many intermediate points. 

Actually, the first-class fare is based on the mileage over a route 
extending through Norfolk, Va.; Wilmington, N. C.; and Jackson- 
ville, Fla.—even though many flights operate via a more circuitous 
routing. 

It was not brought out by the previous witnesses at that time, how- 
ever, that the coach fares are based on the direct nonstop mileage, and 
by far the larger part of our services are coach on the New York- 
Miami route. 

Mr. Mauerz. Mr. Hardy, suppose a first-class flight flies directly 
from New York to Miami The fare is still constructed, is it not, on 
the basis of a circuitous routing ? 

Mr. Harpy. Yes, sir, and I will get to the reasons for that in a 
moment. 

What I wanted to point out, which has not been brought out by other 
witnesses at the time this was brought up, Mr. Maletz, is that coach 
fares, however, are based on direct nonstop mileage. 

Mr. Maerz. But first-class fares are constructed, using New York 
to Miami as an example, on the basis of a circuitous routing, even 
though a carrier may fly nonstop over a direct route between New 
York and Miami? 

Mr. Harpy. That is quite right, but what I want to point out to 
you, when you are looking at these things—and this is the point I 
wanted to get over to Congressman Celler, because when he asked this 
question before, he did not get this other facet of it, and I think it is 
very important : 

Our coach fares, however, are based on the direct nonstop mileage, 
and I want to point out to you that 70 percent of our fares are coach 
on the New York—Miami route. 

The CHatrman. Why should, then, the first-class passengers be 
penalized ? 

Mr. Harpy. Just a moment, I will get to that, sir. 

I want to point out, also, we do not operate via the direct route even 
on nonstops most of the time. All flights travel more than the direct 
mileage—they have to follow the airways for a part of the distance. 
Many of the first-class flights make stops at points such as Washing- 
ton, Jacksonville, and Tampa. Even the nonstops have to operate 
over Jacksonville on many flights because of weather or missile firings. 
Defense warning areas require detours all up and down the east coast. 

As to the first-class flights—I think this answers your question, 
Mr. Celler—which are theoretically “priced” on the mileage via Nor- 
folk and Jacksonville, I want to point out that the mileage is only an 
arbitrary base upon which fares are built. If the direct mileage were 
used as a base, we would no doubt be justified in charging a higher 
fare per mile. The mileage used for fare construction is not the im- 
portant factor. 

Mr. Materz. What is the basis for that statement ? 

Mr. Harpy. The next paragraph tells you. 
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The really important test is how much we receive for each mile 
operated. This is called the passenger yield. The CAB records 
show that National has the lowest yield in the industry, year in and 
year out. Only TWA challenges us on this score, and they are usually 
higher than National. 

By that I mean, in answer to your question, Mr. Maletz, 6.1 is the 
Board’s standard for first-class fares. The Board has a standard. 
They said first-class fares must be based on 6.1 cents per mile. So then 
they say we can construct them on these routings because this is where 
we had them originally, before nonstops came into existence. If we 
had to construct them on the direct mileage, we are not concerned 
about what the per mile rate is; we are not concerned with what is the 
yield after we get all through; after we get through selling our air 
transportation, how much do we yield a mile? 

National’s average yield is 5 cents a mile, coach and first-class. 

It may well be, to become economic, if you put it on direct mileage, 
we would say we need 8.1 cents. So you have to think of what have 
you got left after we get through. 

We have had a reduction on that since 1950. We have had a 15- 
percent reduction on that yield. 

Mr. Maerz. What you are saying, Mr. Hardy, is that the Board 
limits carriers to 6.1 cents per passenger-mile, and by the device of 
circuitous routing, you are in effect getting more than 6.1 cents a mile, 
because your mileage is not computed on a direct flight ; is that correct ? 

Mr. Harpy. Youcan say that if you want. I think that is 

Mr. Materz. Isn’t this an effective way of getting around a so-called 
Board standard limiting first-class rates to 6.1 cents per mile? 

Mr. Harpy. No, definitely not. 

Mr. Maerz. Why not? 

Mr. Harpy. Here is the situation: We decided we have got to have 
“X” dollars in total yield at the end of the year to make something 
economic. The Board decides that, too. Most of these tariffs were 
established, the basic standards for them were established, over the 
years by a case-by-case method. 

Mr. Keattne. Is that the first thing they decide in the Board, the 
overall amount ? 

Mr. Harpy. They look at the overall amount, how do you come out 
in the overall ? 

In the coach market, we come in and we fly on the direct nonstop 
mileage, and we put our coach fares on a direct nonstop mileage, and 
we put it in originally at 3.9 cents. It is now 4 cents in some instances, 
and 4.5 in the others. 

Now, on the first-class, we take 6.1. There is no magic to that except 
that is what developed in the industry over the years, 6.1 developed 
as the first-class fare rate, and we apply that to the indirect mileage. 

If we were applying it to the direct mileage, we might be talking 
about 8.1. That is how it evolves. 

Originally, as you will recall, the nonstops used to surcharge it, 
because, after all, it is a better service, the fellow flying a nonstop gets 
a better and more expeditious service than the fellow flying circuitous 
routings. 

We had to have an overall plan, and that is what it went to, and I 
ask, Mr. Maletz, particularly when you are reviewing this record, 
thinking of passenger yield, that is what we talked about in OPS, 
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not the price of the can of groceries or the can of meat. What has 
the fellow got at the end? 

And I think you are one of the fellows who wrote that—and what 
does the fellow get ? 

Mr. Materz. I certainly know what you mean. 

Mr. Harpy. You know what I mean. 

Mr. Materz. But is it accurate to tell the airline passenger he is 
paying 6.1 cents a mile for a particular flight when the fare is not 
constructed on a direct mileage between the two points, but rather, 
on a zigzag route ? 

And I think you have answered the question. 

Mr. Harpy. We don’t tell the passenger that, except I say this 
to you, that maybe in this general passenger fare inv estigation, we 

can straighten this whole thing out and put it on a definite basis for 
all of them, and look at the passenger yield. 

I don’t care what you say we charge per mile as long as we get a 
yield that makes it economic, and a 5-cent yield, I submit—I am the 
lowest in the industry, and I submit I have a tough time making it 
go because of that yield. 

Mr. Materz. So, therefore, the 6.1 cents per mile is really a mean- 
ingless figure. 

Mr. Harpy. It is not meaningless, no. I will give you an example. 

Mr. Marerz. I understand. 

Mr. Harpy. I once filed a coach fare from Norfolk to New York. 
Now, the Board has what they call a direct mileage; and I said Norfolk 
to New Yor k, because of a warning area with defense activity existing, 
you never between New York and Norfolk can fly the absolute direct 
mileage route, you never can, it is impossible to fly it. 

Yet the Board made me construct that fare with my coach mileage 
of 4 cents a mile on the direct route, because, they said, “You can 
provide coaches on the direct route.” 

Yet I never can fly it; on that particular fare, I am getting less than 
I am entitled to on direc tmileage. But I pointed out I am concerned 
with the yield at the end. If the yield is economic, that is the key 
figure, and when you look at any of these routes, look at the vield. 

The Board can come to me and apply 3 cents via Los Angeles. Iam 
looking at the yield, and I am looking at the economics that gets me 
there. 

Mr. McCvuttocu. Do I understand the crow doesn’t fly “as the 
crow flies” any more? 

Mr. Harpy. That, as I point out later, National developed the so- 
called Great Circle route between New York and Miami. We were 
the first ones to pioneer that. We had to go up and check the route 
out and convince the CAB we should fly over the Great Circle route. 
We saved 140 miles. 

We did that in 1946 and 1947. We did that to lower the cost, be- 
cause we were in subsidy, and we went in to fly that route, and we 
proved to CAB that it was safe. 

Now we have all these warning areas up and down the coast, and 
the majority of the time we can’t fly the direct route. We have warn- 
ings out there will be missile firings, there will be ship activity, and 
this and that; and if there is a storm, we have to go via the inland area. 
Sometimes we have to go a little longer than our construction. 
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Mr. McCuttocu. It is true you do not have any railways or high- 
ways over which you have a regular certificate of convenience and 
necessity ; is that it? 

Mr. Harpy. Sometimes we run shorter and sometimes longer. 

Mr. McCuttocu. That is reduced to simple country terms. 

Mr. Harpy. That is an excellent analysis. 

Gentlemen, I wanted to talk about competition and monopoly and 
other things, and I wanted to bring the example of my company to your 
attention with respect to these things that you have heard both in 
the industry and by witnesses before this committee, for which I am 
certainly pleased that you have not endorsed most of those statements, 
but I want to comment on them for your education, and hope they will 
be enlightening. 

Strange as it may seem, only 6 years ago National was fighting for 
its life in docket No. 3500, an investigation instituted by the CAB to 
“dismember” National because National’s route structure was not 
strong enough to permit National to become a nonsubsidized carrier. 

Mr. Keartine. May I inquire, do you have any tieup with Capital 
Airlines ? 

Mr. Harpy. We have an interchange agreement which is approved 
by the Board, whereby you can fly on National’s route from Miami 
via intermediate points to Washington, and then Capital’s route to 
Pittsburgh, Detroit, and Buffalo, and that works this way: We use 
their equipment during our peak season, and they use our equipment 
during their peak season. 

That is one of the great problems that faced the Board and the 
industry. We have a seasonality curve that goes like this. We have a 
lot of business in the winter, and nothing in the summer. And air- 
lines can’t buy airplanes to have enough in the winter, and what is he 
going to do in the summer? 

This is the Capital interchange equipment: Capital gives us some 
in the winter, salt en give them back in the summer, and we don’t have 
big airplanes laying on the ground. 

fr. Keatine. There is no financial tie-in with Capital ? 

Mr. Harpy. None whatever, and that is approved by the Board sub- 
ject to the Board’s disapproval at any time, reopening at any time. 
We have to file all schedule changes with the Board. 

The Cuarrman. I want to say this: I always found National ren- 
dering excellent service. In my book, it is a good airline, if it will be 
of some comfort to know that. 

Mr. Harpy. I am, indeed, delighted to know that. 

The Cuarmma.n That does not prevent me from offering some criti- 
cism when I feel the criticism should be made. 

Mr. Harpy. I would expect it. 

Important to note is that no nonskeds filed for National’s routes at 
that time, when we were up for dismemberment. Now, ironically, the 
question is before us whether the only profitable route on National’s 
system is sufficiently strong to stand more competition. 

North American and these others have talked about their firsts, 
and what they have done to pioneer and develop. I would like to tell 
you something about that. 

National has pulled itself up by its bootstraps since the Board tried 
to dismember it in 1950, to the healthy position it now enjoys in the 
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industry, and that didn’t happen by accident. That has required 
initiative, aggressiveness, and capacity for hard work on the part of 
National’s entire organization. 

A quick review of what National has done to make itself subsidy- 
free supplies the answer to our recent traffic development. 

I ask this committee to mark National’s program to develop its 
small route system. 

(1) National put in the first nonstop four-engine service be- 
tween New York-Miami. 

(2) National was the first carrier to start a large-scale re- 
duced-fare air-travel program. These fares were repeatedl 
opposed by other carriers, including the nonskeds, and it too 
almost 4 years of continuing effort, or until 1952, before National 
was permitted to operate fally its reduced-fare program. 

(3) National carried the ball singlehandedly on daylight coach 
service. 

(4) National developed the cooperative Florida summer pack- 
age vacation program. 

(5) National led the way in providing real first-class, two- 
abreast luxury service. 

(6) National kept in the forefront of the industry with the 
latest, fastest, and finest equipment for service on this route. 

(7) National outadvertised the industry. 

(8) National was first in operating DC-7, 314-hour service, 
New York-Miami. 

(9) National developed the overwater Great Circle routin 
which reduced the New-York Miami mileage by 140 miles xe 
the flying time by nearly one-half hour. 

The above are just a few of National’s accomplishments. We went 
after the traffic—created the demand—and made a go of it, as the 
record proves. 

I also want to point out that National’s subsidy requirement was 
a problem for the Board in 1948-49. National has, temporarily at 
least, solved that problem by private enterprise and without Govern- 
ment aid. 

The Government cannot now foster and develop a sound transpor- 
tation system by additional and useless competition. No industr 
can long survive when the reward for the effort required to establish 
self-sufficiency is to receive crippling competition. Facts and circum- 
stances on each route segment must be verified in public hearings. 

What is the competitive situation on our route. And there again 
T submit that you will find on the competitive situation on our route— 
because you were concerned about competition and the type that does 
exist—these are the stubborn facts: 

(1) The New York-Florida route has as adequate and as fine 
air service as any in the world. 

(a) It is served with and will continue to be served with 
the finest aircraft available. 

(6) This route has more coach service and National pro- 
vides better first-class service than now provided on any 
route in the country. 

(c) The New York-Florida route has the largest amount of 
available space of any major route in the country. 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2205 


(2) The New York-Florida route has the benefit of the most 
intensive competition in the world today. 
(a) Whatever measure is used to determine effective com- 
etition, Eastern and National more than meet the test. 
odern equipment—we have it. Coach service in large 
volume—we have it. Low fares—we have them. Superior 
service—we have it. Advertising and sales—we have it. 
Frequency of service and nonstops—we have them. 
But now I want to get to something that I think this committee 
ought to look at very thoroughly. 
r. McCut.ocn. Mr. Chairman, I would like to ask one question 
before the witness proceeds. 
Mr. Harpy. Yes. 
Mr. McCutiocn. On page 19, subparagraph (2), and marked with 
the numeral (2) 
Mr. Harpy. Yes. 
Mr. McCutxocu (continuing). There is this statement, and I quote: 


These fares were repeatedly opposed by other carriers, including the non- 
a? ©; 

Mr. Harpy. That is right. 

Mr. McCuxtocu. Do I read that correctly ? 

Mr. Harpy. You do. 

Mr. McCutiocu. That nonscheduled carriers opposed your pro- 
posal to give reduced fare trips on your lines? 

Mr. Harpy. Yes; they did. 

Mr. McCutxocu. And that was in 1950, 1951, and 1952? 

Mr. Harpy. That is right. They did. They filed petitions. 

Mr. McCuttocn. And at the same time, they are offering reduced 
fare travel programs. 

Mr. Harpy. Yes, sir. 

Mr. McCuttocn. That is all. 

Mr. Harpy. I wish to go on now to page 21, and go into the future, 
as we see it, Mr. Chairman. 

National has officially committed the expenditure of $105 million 
which, among other things, includes the purchase of new aircraft of 
the latest types available. 

Under present plans, this calls for the purchase of 6 Convair 440’s 
and 4 DC-7’s to be delivered in mid 1956 and 1957—a minimum of 6 
jet aircraft for delivery in 1959 and 1960, with option for delivery 
of an additional 6 in 1961 and 1962; the purchase of 23 turboprops for 
delivery in 1959 and 1960. 

These are very important facts for you to look at. 

The DC-7 aircraft, with spare parts, will cost approximately 
$2,400,000 each. National schedules this airplane between New York 
and Miami in 3 hours and 30 minutes. 

The standard configuration seating capacity is 69 seats, and it has 
a coach capacity of 89 seats. 

Our turboprops will have cruising speeds of 450 miles per hour, 
seat-mile costs comparable to present equipment, and will operate 
nonstop New York-Miami. The turboprops, with spare parts, cost 
$2,500,000 each. 

The CHamman. How long will the turbojet take from New York 
to Miami? 
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Mr. Harpy. the turboprop, the one with the propeller is turboprop, 
that will be 3 hours; and the turbojets, 2 hours and 20 minutes. 

Jets, including spare parts, will represent an investment of $6 
million per aircraft. They will operate at a speed of about 550 
miles per hour, and will be scheduled between New York and Miami 
in a little over 2 hours. 

They will have seating capacities from 85 to 130, depending on the 
type of service. 

The fleet of 6 jets should provide utilization of 9 to 10 hours per day 
per aircraft. 

Mr. McCutiocn. Has your company made an absolute commit- 
ment for this program ? 

Mr. Harpy. We signed the equipment contract and made a down 
payment. 

I think we paid around $3 million in the purchase. We have to pay 
so much down, so much each month, and before you take delivery you 
have to have 35 percent paid, before delivery date, and we have to 
pay the balance before delivery is made. 

Mr. McCctxocn. You are a little bit more optimistic than the 
author of the Fortune magazine article, I take it. 

Mr. Harpy. I am optimistic in my confidence in the United States, 
and our confidence in having due process and hearing, as exemplified 
by the fact we laid $105 million on the line. 

aes National has a good record of having planned and pre- 

are 
' The CHarrman. You will get everything you can in, won’t you. 
[Laughter. ] 

Mr. Harpy. As a result of service innovations, we have succeeded 
in competing effectively with Eastern Air Lines. 

The Cnarrman. It is also conceivable, if it does not pan out that 
optimistic way, that you naturally will go on subsidy, won’t you? 

Mr. Harpy. That is when we really will get hooked, because when 
you go to subsidy, they will go up to CAB and they will say, “You 
didn’t need those jets,” and will disallow those and not put them in 
our investment base, and “You don’t need them for subsidy.” 

By the time we get to the airmail cases, they will disallow them. 

The Cuatrman. I fervently hope you will be successful, Mr. Hardy. 

Mr. Harpy. We sure do, and if we get a litle trouble, we will be in 
real trouble, because if you put these jets on the ground for 4 months, 
you could perhaps wipe out our industry, like those 6’s were on the 
ground for 4 months in 1947-48, and it did an awful job in this 
industry. 

Mr. McCoutiocu. Do I understand that the CAB has the right of 
second-guessing you on these things? 

Mr. Harpy. Do they exercise that right? 

Mr. McCottocn. In renegotiating contracts and in fixing—— 

Mr. Harpy. Oh, sure. 

Mr. McCuttocu (continuing). Fixing your tariffs, and so on. 

Mr. Harpy. They can come in in a mail-rate case. 

In the mail-rate case they recaptured recently $400,000 for a back 

riod, and in that case we proved we were the lowest cost operator 
in the industry. 

They said, “All right, in all the items where you are the lowest cost 
operator, we allow them for mail rate, and the items where you are 
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high,” they said, “we will allow you only the average of the industry 
for that.” 

And they dissallowed these other expenses. We were the highest in 
advertising, for instance. We think advertising made us, took us off 
a subsidy. They second-guessed us and said, “You shouldn’t have 
spent that much for advertising.” 

We put in a trial schedule. If it does not run X load factor, they 
say, “You scheduled too much, and you should have disallowed it in 
your rate base,” and they disallow other things which are important 
public services, such as Red Cross, and so on. 

But many of the normal costs, they will disallow. 

We had a strike, and they disallowed all our strike expenses, on 
the ground it was not an efficient management operation. 

That is part of the hazard of doing business, but they second-guess 
and, as our record proves, in 1946 and 1947 we lost great sums of 
money, despite subsidy in mail pay. 

As to this second-guessing that is done, that is why we don’t want 
to go into subsidy, Mr. Celler. When we determine to advertise, to 
sell a ticket, and we think it is panning out for us, if we get second- 
guessing, keep me out of subsidy, please. I don’t want any more 
of it. We had all we want. 

The CHarrman. Let me ask you, are these turbojets made by 
Douglas or Boeing? Who makes them? 

Mr. Harpy. We have ordered the turboprop which is Electra made 
by Lockheed and we have ordered the jet i Douglas. 


Boeing is also making a jet for concurrent delivery times. That is 
one of the problems we have which I am going to get to in a moment, is 


how you guess now what to buy. 

The Cuatrman. The Viscount that Capital uses is Rolls-Royce. 

Mr. Harpy. Rolls-Royce engine and it is made by Vickers which is 
a British company. 

Mr. Keatine. When you had that strike by National were all your 
planes grounded ? 

Mr. Harpy. No, they were back in full operation within a month 
with nonunion fliers. 

Mr. Keating. Nonunion fliers? 

Mr. Harpy. Nonunion fliers. 

Mr. Keratine. That strike is all settled now? 

Mr. Harpy. Oh, Lord, yes; it has been settled since 1949. 

Mr. Keattne. Oh, no, you had a strike recently. 

Mr. Harpy. Oh, no, we did not have a strike recently. You are 
thinking of Western Air Lines out on the coast. 

They had a long one recently that just ended. 

Mr. Keatine. I thought some line that flies into this airport here 
had a strike within the last year or two? 

Mr. Harpy. American had one a year ago or a year and a half ago, 
the strike lasted about 30 days. 

I want to point out that we have a good history of having planned 
and prepared soundly. As a result of service innovations, National 
has succeeded in competing effectively with Eastern. But, in a highly 
competitive market, it is necessary for any carrier to make equipment 
commitments several years in advance in order to retain its share of 
the traffic and compete effectively. If National is to have turboprop 
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and jet aircraft in service to match Eastern in 1957 and 1960, National 
had to commit itself in 1955. 

This new equipment purchase program is National’s judgment as to 
what will be necessary in order to maintain its competitive position 
on the New York-Miami route. 

When 1957 and 1960 arrive, National will place in service new fleets 
purchased in 1955. The total commitment for new aircraft under 
this program will total about $100 million. All airlines will have to 
make larger and larger investments in flight equipment as turboprops 
and jets are placed in service. 

Here is a most interesting factor. We have heard talks about unit 
cost and so forth. The cost per seat of each new type of aircraft has 
steadily increased; but more or less moderately until the advent of 
the jets. 

The economics of these matters are, no doubt, of vital interest to 
this committee. 

The Lodestar at time of original purchase cost approximately 
$6,000 per seat; the DC-4 approximately $8,700 per seat; the DC-6 
approximately $11,000 per seat; the DC-6B approximately $17.000 
per seat; and the DC~7 approximately $24,000 per seat, but the DC-8 
or Boeing 707 will cost approximately $46,000 per seat. 

It is obvious, therefore, that the airlines must secure higher utili- 
zation and greater seat-mile production from them in order to make 
their operation economically justifiable. 

Mr. Krattna. These seats in the airliners are almost as high as the 
stock exchange seats. 

Mr. Harpy. This makes it necessary that an air carrier have avail- 
able a large traffic potential in order to justify the purchase and intro- 
duction of the new type airplanes being proposed. 

The seriousness of the risks involved in the proposals mentioned 
before this committee can be judged in the light of the following fig- 
ures. In 1949, National, for example, had an investment of roughly 
$7 million. By the close of 1954, investment had increased over 300 
percent to more than $27 million. In 1949, a net operating income of 
$952,000 was required to pay National 7 percent return after taxes on 
its 1949 investment. National only made from operations $136.098 in 
1949. In 1954, a 7-percent return on investment required $3,780,000 
net operating income. 

oe Keating. That was your investment as charged off down to 
1954 

Mr. Harpy. That is right. 

Mr. Keatina. In other words, it was your then return on your 
investment at that time? 

Mr. Harpy. That is right, but that year we needed that to get a 7 
percent return; we only made $2.9 million, as I point out in the next 
sentence. 

National only made from operations $2,987,761 in 1954. 

The capital expansion program of $100 million mentioned above 
will result in a total investment for National in 1960—roughly three 
times as great as in 1954. Net operating income required to provide 
National with 7 percent net income after taxes on such an investment 
will exceed $11 million. 
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I insist that National, or any carrier, would be derelict not to plan 
to meet future service requirements. Uneconomic competition in the 
jet age promises to be exceedingly expensive to the public. _ 

I believe very strongly that where an important airline route is self- 
sufficient at the present and where that route is well and adequately 
served at the present there must be careful and detailed study made 
before competition is added, especially when it is clear that no impor- 
tant public benefit would result from the added competition. 

A carrier’s ability to meet its present and future capital require- 
ments is a real element of competitive balance. Our present funded 
indebtedness requires the payment of approximately $2,2000,000 an- 
nually. If our funded debt reaches $25 million as it may under the 
expansion program, we must make annual repayments approximating 
$6 million. 

We believe we can meet these requirements if we are not subjected 
to useless competition, and if we are not subjected to serious economic 
reversals, but it is apparent that we will have a substantial financial 
burden to carry during the next several years. 

The advent of jet equipment creates an entirely new route program 
for the Civil Aeronautics Board. A minimum route mileage with 
sufficient traffic density to support long-haul nonstop operations will 
be required for jet operation to avoid subsidy. There is no alterna- 
tive—failure to enter the jet field is suicide for a carrier pitted against 
aggressive competition. Any carrier which does not operate jets can- 
not survive against jet competition. 

Mr. Keating. Do all the airlines recognize that, all the scheduled 
airlines? 

Have they all contracted to buy jets? 

Mr. Harpy. Most, a long list of them. Most of them have. We were 
the first to get really in the business because we have had a tough job. 
We started off from no‘hing to compete against Capt. Eddie Rick- 
enbacker and his big outfit. 

We think we have done a good job. Mr. Celler has commended us. 
We try to get in first with them. That is one of the big problems 
we have. A chance to get fat, they get obsolete and you have to put 
on another $6 million. 

The Cuatrman. Are you going to use this testimony in your ad- 
vertisements now ? 

(Discussion off the record.) 

Mr. Harpy. In an attempt to bring this present situation into 
proper perspective I want to recall some of the errors of the past which 
occurred during a similar transition period. 

I don’t think you have had the benefit of this referral. 

The Board and the industry are not without experience as to the 
corer effect resulting from an abrupt increase in seat-mile pro- 
ductivity. 

These are the things the Fortune article were talking about. 

The weight of the warning in this industry is so great that a review 
of the Board’s own annual reports to the Congress for 1946, 1947, 
and 1948 should be made a part of this record. 

I did not include them in here because they are lengthy but if you 
will get those reports they will show what happens when a short- 
range decision is made. 
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Mr. Harpy. This industry is now old enough to begin to avoid these 
rags-to-riches cycles with proper planning. Because of the far greater 
equipment investment involved, the next such swing of the pendulum 
will be vastly more critical for the industry and hasty action at this 
time could well result in the drain on the public treasury being many 
times greater. 

Another very serious question the CAB always has before it for 
consideration is just what effect new route awards will have upon 
existing competitive balance. Relevant factors are different in each 
case—a keyhole approach must be avoided. 

Size of competitors in a given market is relevant to future delibera- 
tions. Likewise, the test in the public interest is not a carrier’s ability 
to compete in time of prosperity—rather it is the carrier’s ability to 
compete and operate self-sufficiently in times of adversity. 

The need for economic strength, in order to survive periods of eco- 
nomic stress, is apparent if we look back only a few years to the sum- 
mer of 1948. 

During the winter of 1946-47, and early spring of 1947, National 
was operating profitably without subsidy. Over the Memorial Day 
weekend in 1947 and within a few days thereafter there were three 
serious and highly publicized accidents involving DC-4 aircraft oper- 
ated by United, Eastern, and Capital. Thees accidents were followed 
during the balance of the summer by two DC-6 accidents which kept 
the issue of safety in air travel constantly before the public in a most 
adverse light. 

Coincident with the beginning of this series of accidents, Eastern 
began accepting deliveries on its Constellations and National on its 
DC-6’s. Thus, we had a very substantial increase in service while the 
traffic experienced a very serious decline. 

Asa result National lost $1,139,000 during the period June through 
October 1947, with a resultant reduction in its working capital. As 
it happened, the decline in traffic demand occurred at the exact time 
when we were most in need of maximum revenues in order to weather 
our heaviest period of capital requirements. i 

On top of this adverse period we had the unfortunate experience of 
having our DC-6 fleet grounded in November 1957. They grounded 
them all in the industry trying to find out what caused the accidents 
that the other carriers had, and the grounding continued through the 
following Florida season so that we had no opportunity to recoup our 
summer losses during the high season. Jet operations could experi- 
ence, God forbid, the same hazards. ; . 

Next, we had the pilot strike which began in February 1948. This 
development coming on top of the grounding and our prior losses 
knocked us completely out of the market during the winter season. 
The combination of the factors which I have noted, namely the general 
decline in traffic which continued throughout the year 1948 and into 
1949, the grounding of the DC-6 aircraft, and the pilot strike at the 
height of the winter season, all combined to place National in a seri- 
ous financial position. ; 

I am reviewing this relatively recent history to illustrate the fallacy 
of assuming that a carrier can be presumed to be able to weather 
future economic crises merely because its current position is profitable. 
This is especiall important if a small carrier is competing against a 
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large carrier which has accumulated very substantial financial re- 
serves. 

Convinced as we are of the truth of these statements we believe this 
problem of added competition presents a clearly defined test of the 
foresight of the Civil Aeronautics Board. In our opinion the ques- 
tion is, will the Board have the courage to withstand the rather obvi- 
ous political and other pressures to which it is being subjected and 
assert sufficient independence of judgment to maintain a sound route 
program adapted to the current technological developement of the 
industry. 

The psychological effect of repetition is a potent factor. When this 
is coupled with widespread efforts by some of the applicants before 
the CAB to enlist the support of Members of Congress and city offi- 
cials the facts and essential issues become hidden in a maze of con- 
tinuing allegations. 

The future of the jet age in this industry can be assured only by 
following a wise and informed course with the overall public inter- 
est being the decisive factor. 

In the early stage of this hearing the committee has heard many 
incorrect statements regarding profits, rates of return, and the overall 
financial status of the certificated airline industry. 

Certain materials submitted to this committee contain inaccurate 
figures, as well as studies, based upon improper economic assumptions, 

Mr. Maerz. Mr. Hardy, are you referring to the material sub- 
mitted by the Civil Aeronautics Board to this committee ? 

Mr. Harpy. Yes, sir. 

The Cuarman. The Civil Aeronautics Board ? 

Mr. Harpy. Yes;I am. 

Mr. Matetz. You are saying that those materials are inaccurate ? 

Mr. Harpy. Yes. 

Mr. Maerz. They are based upon improper economic assump- 
tions? 

Mr. Harpy. Yes, clearly. I wish to refer to prove that, Mr. Celler, 
this is the one part of my presentation that I have spent an awful lot 
of time studying with my economists, and in 15 minutes I cannot 
review it. 

If I could come back at your next session, this is the part that I 
really want to have you have because this is the most important part 
of my testimony. 

No matter what happens to nonskeds or anybody else, this economic 
part I want you to really understand, because the economics of our 
industry I do not think has been put to you in the fashion it should 
have been. 

The CHarrman. I think you should have that opportunity. 

Mr. Harpy. I would like to have that opportunity to come back at 
your next session. 

The CHarrMan. Suppose we go as far as we can and we will hear 
you at the next session. 

Mr. Harpy. Could I be first at the next session and skip over this 
investment part now and go to my other part and then go back and 
take it in continuity ? 

The Cuatrman. As you wish. I want to be very fair. 

Mr. Harpy. I really want to give you what I think is an education 
on that process. I have made these statements about misleading, and 
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I have made them with great deliberation and great study on the basis 
of my economists and I think I will impress you I am right. 

If I could pass over that for a moment, I would like to go to page 
33, the general passenger-fare investigation. 

Mr. Keating. You are in favor of that? 

Mr. Harpy. That is the most important part of my testimony in the 
finances, and I appreciate your giving me the opportunity to come 
back, 

Much to do has been made for the need of a general passenger fare 
investigation in these hearings before this committee. On behalf of 
National Airlines, I want to state that we are not “ducking” from, 
nor are we afraid of, a passenger-fare investigation. We opposed it 
in 1953 as being unnecessary and burdensome. Our experience since 
that time has proved us right. Our passenger-mile yield has con- 
tinually declined since 1950. It is now about 85 percent of our 1950 
yield. 

We are not seeking fare increases now—but, I am sure that an objec- 
tive full-fledged investigation will justify the need for higher fares 
to meet increasing costs, 

Any time the CAB orders a general passenger-fare investigation it 
must be prepared to permit fare increases as well as reductions. The 
public’s beeie buy today is an airline ticket. Our aim is to maintain 
the low-level fares we have now by developing further cost innova- 
tions to avoid increasing the price in the jet age. 

Don’t forget we refused to increase fares in 1948 when the CAB 
asked us to increase our fares by 10 percent; and we refused CAB 
coach fare increases of 12144 percent in 1950. But the CAB forced 
them on us—and in that connection I would like to submit for your 
record an article in 1948 of the Wall Street Journal, how we received, 
and an article in American Aviation for August of 1950, how we 
received the coach fare increase and you will see there the blame 
is not on our doorstep on increasing these fares. 

We opposed it and opposed it as hard as we could. 

The CuarrMan. You will have the right to put them in the record. 

(The documents referred to are as follows :) 


[From the Wall Street Journal, September 23, 1948] 


Arr FARE WARFARE—LINES ScrRAMBLE To Cut Rates AND Fiitt Seats DESPITE 
FrepERAL Poticy—THEY Dopce 10 Percent Hike; Orrer Cuts to CONVENTION 
Gorrs, COMMUTERS AND FamIties—Bic PLANS FoR COACH SERVICE 


(By Richard P. Cooke and M. M. Diefenderfer ) 


The airline ticket office, which used to sell seats to travelers at uniform rates, 
is developing as much price confusion as an oriental bazaar. 

“Never in the history of United States commercial air travel has there been 
so much confusion,” complains one airline executive. The family man, the 
roundtripper, the air “commuter,” the Elk attending a convention, and the 
ordinary unclassifiable man in the plane are being offered special bargain pack- 
ages by steamed up airline space salesmen. 

It’s happened for the simple economic reason that more airline seats are avail- 
able than airminded travelers. Yet only last month the Civil Aeronautics Board 
called managements of the financially sick air carriers to Washington to prod 
them into a 10 percent fare boost which was to replenish their tills. 

No sooner was the boon granted than airline executives began to reconsider. 
“Why boost fares when the big need is to fill our empty seats?” the dissenters 
wondered. American led the break away from the straight 10 percent increase 
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patter by declining to hike fares on its fastest ships. Eastern, low-cost coastal 
operator, later reneged at any rise at all. Now special discounts are sprouting 


all over the lot. 
TAKE IT OUT ON TAXES 


The most ingenious innovation has been hatched by little Mid-Continent Air- 
lines, which fans out from Kansas City. Its traffic experts have been working 
very quietly since last March on a loophole they'd discovered in the Internal 
Revenue Code. This would let them eliminate the obnoxious 15 percent Federal 
transportation tax for many customers. The beauty of such a scheme is that 
substantial benefits can be passed along to patrons at no cost to the line. Here’s 
the idea: 

Mid-Continent’s Vice President H. W. Coburn and Counsel John W. Cross have 
just obtained a ruling from the Internal Revenue Bureau permitting them to sell 
books of “commuter” tickets, good for a month, at big savings for consistent 
travelers because the law does not tax commuters. The Bureau intimated two 
or more regular round trips monthly constitute “commutation,” although a sep- 
arate ruling must be obtained from the Government covering each “trip pattern.” 

The result, for example, is that beginning October 15 you can purchase a 30-day 
book of 4 tickets between Kansas City and Tulsa at an average of $12.85 for 
each ride, saving 18 percent. If you buy an 8-ticket book, the saving is 21 percent. 
These percentages are achieved by a slight discount bestowed by Mid-Continent 
on top of Uncle Sam’s contribution. Ten other routes of this line will get a 
similar break. 

“Why didn’t we think of that?” asks an excited offical of one of the big airlines, 
Others are feverishly figuring where and how they might install cutrate commuter 
fares of their own. In the East, New York to Boston seems a natural, says one 
expert. 

While in passenger-miles commutation won't bulk large, since many trips will 
be fairly short, the major carriers think a lot of people will use the commuter 
trip. The scheme seems destined to drive another nail in the coffin of rising 


airline fares. 
FLYING “COACH” SERVICE 


“The present special fare confusion marks the start of an era of experiment,” 
according to one aviation authority. He reveals his own large line is starting an 
intensive study of a plan to offer “coach” or second-class air travel. 

If his market research experts come up with the right answers, a new low-cost 
service may be started next spring. This line is keeping mum now; it doesn't 
want to promise anything definite. The head man of another airline says his 
directors and officers don’t know it yet, but he’s going to spring a similar propo- 
sition at the next director’s meeting. 

“Coach” travel means that hot meals, special baggage handling, and super- 
solicitious service by stewardesses will be scratched out of the airline bouk. 
Planes offered will be of older, slower types. 

There's no intention of slashing sharply at fees for riding the 300-mile-an-hour 
pressurized planes like the DC-—6, the Constellation, or Convairliner. These are 
for folk who will pay for “deluxe” service. But the general public’s price-con- 
sciousness has made a big impression on airline chiefs. 

The impression has deepened with the success this summer of nonscheduled 
carriers which have plugged transport coast to coast at $99 or less plus tax, in 
coach style. 

PAN AMERICAN’S OFFER 


One big scheduled line, Pan American, has announced coach service for its 
New York-to-Puerto Rico run. It is taking out the galley and some bacgiage racks 
and starting tomorrow will carry you to San Juan for $75 plus tax. The previous 
rate was $133 plus tax. The first week of this daily shuttle is already booked 
solid out of San Juan and the southbound bookings are building up fast. 

This is Pan American’s answer to cutrate irregular “charter” carriers which 
were draining off half of the 24,500 monthly in-and-out passengers to and from 
the island. 

The “charter” lines are now advertising fares on this run as low as $28 one-way, 
and as low as $100 round-trip. That’s nonsense arithmetically, but practical 
business because a lot more folks want to get away from Puerto Rico than want 
to go there. The cheapest one-way rate is offered southbound only. 
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With 63 seats instead of the usual 52 in its Puerto Rico-bound planes, Pan 
American believes it can make money, because of its regularity and prestige. 

This line is also giving a 25 percent discount on the Alaskan run during the 
winter months, and has put in special cuts for Latin American travel in off- 
season summer months. 

All transatlantic carriers—American, TWA, Pan American, and the foreign 
operators—are offering round trips this winter at 114 times the price of one-way 


passage. 
THE FAMILY PACKAGE 


On the mainland, American Airlines has made an auspicious start with 
its offer of a family package. On any Monday, Tuesday, or Wednesday a husband 
who pays full fare may take along his wife and children under 21 for half fare. 

American couldn’t advertise the plan ahead of its inauguration on September 
13 because CAB approval was obtained only at the last moment. But in the 
first week there was a boost in load factors (proportion of seats occupied) out 
of New York of 10 percent or more, and a hike was noted in the system generally. 
For this week preliminary figures show American hauled 744 “family packaged” 
people out of New York, 40 percent more than last week. Out of Chicago there 
were 242 packaged passengers, more than double the record for last week. 

Northeast Airlines likes the family package, too; it grants discounts from 
Monday noon through Friday noon. 

TWA has countered with a 20-percent discount for groups of 10 or more travel- 
ing to and from conventions and other meetings, effective next month. This, 
contends a rival, is a real rate cut—for it will give discounts to people who 
would fly anyway, in contrast to the family package which is set up to induce 
nonfiyers to fly. TWA doesn’t agree; it expects more customers. 


A DISORGANIZED STRUCTURE 


Such special fares are superimposed on an already disorganized rate structure. 
Here’s what has happened to the “general’’ 10-percent rate increase which the 
CAB so hopefully announced was in the offing: 

Eastern has declined to advance fares at all, and continues to charge 5.5 cents 
a passenger-mile for its DC-3 and DC-4 and 6 cents a mile for its premium 
Constellation craft. Eastern’s action is credited to the disinclination of its 
competitor, National, to boost rates. Delta Air Lines, which also competes with 
many routes of Eastern and National, won’t advance either. Braniff and Chicago 
& Southern, still further to the west but overlapping some sectors of the other 
3 are likewise sticking so far to a 5.5 cents basic fare. 

This stand-pat attitude has posed a difficult problem for American, about 
one-third of whose traffic competes with these hold-the-line carriers. American 
which early this month had stabilized its whole rate structure at 6 cents a 
mile by moving up all] but the premium DC-6 fares, may soon have to meet the 
threat or lose business. It was American in the first place which broke the 
10-percent pattern by refusing to advance DC-6 fares beyond 6 cents. Capital 
Airlines also has jumped into the stand-pat pool by holding the line at 5.5 cents 
for several important competitive routes between New York-Washington and 
Detroit and Chicago. 

United Air Lines is charging 6 cents for all types of planes at present. Only 
Transcontinental & Western Air exacts a 10-percent surcharge for its fast Con- 
stellations and 6 cents for everything else. Northwest Airlines charges 6 cents 
for its DC-3’s and DC—4’s (the faster Martin transports are temporarily ground- 
ed). Western Air Lines wanted keep the surcharge on de luxe-type ships but 
can’t unless United does on its west coast routes. 


COST CONTROL 


Maybe the airlines are just cutting their own throats by reducing rates, but 
there are some statisticians who figure they can afford it—at least if they attract 
more customers. 

The gist of this argument is that the cost of production for an airline seat- 
mile (or a space to be carried 1 mile) is actually no higher now than in 1940— 
despite sharp boosts in wage and fuel costs. Economies have been achieved 
by introducing bigger and better planes and by trimming fat off ground costs. 
By one rather rough calculation American Airlines, for instance, had a produc- 
tion cost of 4 cents per seat-mile in 1940, and about 3.3 cents today. The 
improvement today reflects some help from cargo, however. 
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Present fares probably now average around 5% cents a mile, figured on a 
1-way basis, up to small fraction of a cent from 1940. The differential is actually 
widened somewhat because round-trip discounts are smaller than prewar and 
the old 15-percent discount air-travel card has not yet been restored. 


{From American Aviation, August 1950] 


$40 MILLION MARKET AT STAKE—AIRCOACH OPERATORS FEAR RESULTS OF F'ARE 
RAISE ORDER 


(By William V. Henzey) 


Aircoach development has exceeded all expectations for the first 8 months of 
1950 and a $40 million market is in sight for scheduled coach operators this year. 
But there is concern among the coach lines over the gamble to be taken next month 
when the majority increase coach fares from 4 cents to 4.5 cents per mile in com- 
pliance with a Civil Aeronautics Board directive. 

CAB said the increase should be made because its studies indicate that coach 
operations are diverting traffic from 6.1 cents per mile first class services. Just 
how much diversion is involved was not revealed by the Board but the airlines’ 
alternative to increasing the fares is cessation of coach operations pending a 
formal investigation. 

Whether in accord with the directive or not, the majority will go along rather 
than have their coach services suspended. And when it is considered that 10 
lines have grossed over $26 million in coach revenue from January through 
August, their decision is understandable. 


EXPENSIVE SUSPENSION 


Eastern Air Lines, for example, carried 196,707 coach passengers during the 
first 8 months this year and received $7,509,717 in coach revenue, according to 
statistics filed with CAB. Obviously, it could not afford to suspend operations 
during a Board investigation which might take up to 6 months to complete. 

similarly, carries such as Northwest, TWA, Capital, Western, National, Delta, 
and United feel that the 12% percent increase is worth a try if suspension of 
service is the only alternative. 

Sut there are serious arguments against a fare hike at this time which reduce 
the Board’s directive to a gamble which might see scheduled airline coach de- 
velopment stagnated at its most progressive stage. 

In such lucrative markets as New York-Miami, Chicago-Miami, and Los 
Angeles-San Francisco, scheduled carriers succeeded in curtailing sharply the 
nonscheduled airline competition which existed prior to inauguration of scheduled 
coach operations. 

Primarily responsible, was the fact that certificated airlines were offering a 
stripped-down service at fares comparable to those of the nonskeds. But a 
1214 percent fare hike by the scheduled carriers is an important selling tool for 
the nonsked industry which long has maintained that coach fares would be in- 
creased if the large irregular carriers were eliminated from the field. 

National Airlines, which has had to overcome severe nonsked competition for 
Minami business, said that the increase ordered by the Board “doesn’t make sense.” 


TEMPTING THE NONSKEDS 


At the present 4-cent fare level last January, February, and March, big months 
in the Miami tourist season, National and Eastern combined grossed $2,167,053 
in coach revenue on the New York-Miami segment alone. This is a healthy 
market which is not unattractive to nonsked operators if they have a chance 
for it. 

Another serious situation is between Los Angeles and San Francisco where, 
during the month of July, 32,337 passengers traveled on coach planes of Western 
and United at the well-known $9.95 fare. On a monthly basis, no coach segment 
in the country is as productive passengerwise. 

Yet the increase directive is, according to CAB, to be applied to that segment 
when the Western and United tariffs come up for approval in December. 

One official of Western said that “8 or 10” nonskeds will get in the intra- 
California market if CAB enforces the increase order in that area. 

Another argument against the Board’s proposal is the ability of the market 
to stand a 12% percent upward fare adjustment. In many cases today, air coach 
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fares are under first-class rail fares and, in a few instances, approximate rail 
eoach fares. With the time advantage, there is a new class of air passengers 
which reportedly have been developed by air coach which may be lost if the 
rails’ fare advantage is reestablished. 


DIVERSION QUESTION 


Still another point to be considered is, if these is diversion, does the answer 
lie in increasing coach fares a half-cent a mile? Instead of a 2-cent differential 
between coach and first-class air fares, there will be a cent and a half differ- 
ential. There are arguments pro and con as to whether that change is substan- 
tial enough to compel a would-be coach rider to use first-class services or, con- 
versely, convince a would-be first-class passenger that the amount to be saved 
by buying a coach ticket isn’t worth the service sacrificed. 

On the other hand, if the increase is successful in minimizing alleged diversion, 
without retarding coach progress, the potential coach market may be several 
million dollars more in 1951 than the $40 million estimate for 1950. 

It must be remembered that one of the key operations in the entire coach 
experiment, the DC-6 and Constellation transcontinental service conducted 
by American and TWA, is not involved in the increase argument as yet. 


Scheduled air coach traffic and revenues, January through August 1950 

















Revenue Coach-plane revenue 
Carrier Revenue passenger 
passengers miles 
Passenger Cargo 
Thousands 
PR 1 ee ene AA Ty 34, 365 61,014 $2, 800, 300 $111, 230 
Canital 136, 424 72, 762 2, 887, 252 | 259, 714 
Chicago & Southern !. 1, 430 664 28, 490 8, 203 
Delta . 31, 082 30, 468 1, 197, 179 31, 306 
Eastern 196, 707 187, 746 7, 509, 717 444, 750 
National 47, 49, 806 2, 043, 307 111, 554 
Northwest (2) 118, 047 4, 603, 070 243, 771 
OME beta cosdedincdanttanéaneeekabntane akute 76, 283 84, 768 3, 683, 336 129, 102 
United 3 33, 776 12, 942 407, 246 12, 661 
Western 4 1, 35, 555 1, 260, 164 33, 993 





; Cpivaee & Sota figures available only for July, inaugural month of its coach service. 

Not available. 

§ T'nited’s figures available only for Los Angeles-San Francisco coach operation which started in June. 
4 Western’s totals do not include coach services conducted prior to June as intrastate California carrier. 


Mr. Kratrnc. Did any other airlines oppose it ? 

Mr. Harpy. Oh, yes; most of them did. The 1948 report of the Wall 
Street Journal says: 

Air fare warfare. Lines scramble to cut rates and fill seats despite Federal 
policy, They dodge 10-percent hike, offer cuts to convention goers, commuters and 
family service. Big plans for coach service September 23, 1948. 

Mr. Keatine. What was in general the attitude of the CAB, that 
your lines were mistaken ? 

Mr. Harpy. They said a lot of lines were on subsidy and they did 
not want to have more subsidy. Their policy as I sometimes refer to it 
in jest was they wanted high fares and low load factors and we wanted 
high load factors and low fares. 

The Cuarrman. You felt you could do more business? 

Mr. Harpy. Sure. We thought we could get off the subsidy hook 
if we could provide the service to the people. They had the responsi- 
bility, they had the tough job. If they had guessed wrong they were 


the ones who would have had to pay out the Federal subsidy and I don’t 
condemn them for that. , 
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All I say is we are condemned for not getting into coach when we as 

an industry tried and these two articles exhibited that real effort on our 
art. 

. Now National opposed the passenger fare investigation in 1953 for 

the reasons set forth in our motion to dismiss. I submit a copy for the 

record and request that the committee read our motion to dismiss for 

it will cast another light on the entire matter. 

(National Airlines motion to dismiss in CAB Docket No. 5509 
appears at p. 2235.) 

Mr. Harpy. I want to point out that National never asked for a 
dollar fare increase. When the industry got it we went along. We 
did not pursue or prosecute for it and we would have gone without it 
but the industry came in and showed the Board where they needed an 
additional dollar and we took it, too. 

We could use it but we did not prosecute for it and that is in my 
motion to dismiss. 

As of today, National does not oppose a passenger fare investiga- 
tion, but believes it would result in higher fares, not lower fares, 
because of the economics I outlined earlier. 

Mr. Keatine. Do you think that the Chairman ought to recon- 
sider his position on favoring this general fare investigation. 

Mr. Harpy. Unfortunately the Chairman did not get a chance to 
hear me before and the Board has already ordered it so whether I 
can impress or not does not make much difference now. 

The Cuatrman. This probably was written before the Board 

Mr. Harpy. I started to write this before the Board did, yes. 

The Cuarrman. Before the Board issued its orders ? 

Mr. Harpy. And as I say in the next sentence, we will welcome it 
even though I had not known the Board was issuing it. 

Mr. Keatrne. If this committee brings about a raise in the fares 
of all the airlines in the country they are all going to be on our necks. 

Mr. Harpy. It could well result in that, and I think if we get a 
fair full-fledged hearing and point out the true economic facts that 
might be the result. 

If you will save that question on the unit cost until I get to that 
airline profits when I am back in your next session tomorrow or the 
next day, Mr. Maletz, I will give you my views on that, too. 

I want to point out 

Mr. Maerz. Mr. Hardy, you must be gazing into tea leaves be- 
cause I had not even intended to ask you that question. 

Mr. Harpy. Well, I wish you would. I want to clear the air of 
the implication that we are “gouging” the public. A passenger fare 
investigation will do it. On the other hand—and here is some of 
the things you have got to worry about—I believe such an investiga- 
tion will merely be a waste of time, money, and energy and that it will 
result in a freezing of present airline prices—halting the downward 
trend which has been taking place since 1950. 

This investigation will take 214 years or so. 

Mr. Matetz. Mr. Hardy, you know the staff of the Civil Aero- 
nautics Board has continually recommended a general fare investi- 
gation? Isn’t that right? 

Mr. Harpy. That is right, 1 or 2 people. 

Mr. Matetz. And you think the staff is haywire on this? 

Mr. Harpy. I think they are misguided, let’s put it that way. 

Mr. Maxerz. You were a member of the CAB staff? 
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Mr. Harpy. Yes, sir. 

Mr. Maerz. As a member of the CAB staff did you or did you not 
join with the recommendation of the staff for a general fare investi- 
gation ? 

Mr. Harpy. That was after my time. 

Mr. Maerz. After your time? 

Mr. Harpy. That was after my time. But I did many things 
as a zealous young Government lawyer that I sometimes am embar- 
rassed by today. 

I want to say I also fear that such an investigation may end up in 
a continuing order under which no changes in fares can be made 
without a proceeding before the Board. 

We have such an order in the field of air-freight rates now. If 
anyone wants to reduce air-freight rates below a certain level he must 
petition the Board for adjustment of the minimum rate order and 
often this requires formal hearings. I do not believe the public would 
be benefited by such a straitjacket on passenger fares. 

Despite all the conversation about a general fare investigation the 
Board controls the level of fares on a very strict basis—down to the 
last 25 cents. The Board has suspended certain of our tariff filings 
because the fare was as little as 25 cents different from their standard. 

In final analysis, I believe, the Board’s program of controlling fares 
by the common law “case” method and staff study has been very 
successful and much more effective than a formal investigation. 

Mr. Materz. Mr. Hardy, the staff of the Civil Aeronautics Board, 
as you know, has never completed this staff study of the overall fare 
level. Secondly, isn’t the staff in a better position to know whether 
it has adequate information on which to make recommendations with 
respect to the overall fare level than say any individual airline? 

Mr. Harpy. Well, I have to now delve into my general knowledge 
as well as my airline knowledge. 

I think the staff has everything it needs before it to write a staff 
study. I think they wrote one and called it a preliminary staff study 
and I think that was so convincing they did not need to waste their 
time going any further. 

Mr. Materz. You are talking about the September 1954 preliminary 
study are you not? 

Mr. Harpy. Yes, it was this thick [indicating]. 

Mr. Maerz. Are you saying that study was the kind of study or- 
dered by the Board in 1953? 

Mr. Harpy. I thought it was the study after they had issued it. I 
did not think there was any need for further study. On that point 
re is one thing I want to bring out that I wish if you censure the 

B 

Mr. Maerz. Did the staff think it was the kind of study the Board 
directed in 1953? 

Mr. Harpy. Pardon? 

(Question read by the reporter.) 

Mr. Harpy. I thought it was. Apparently Mr. Roth said he did not 
but I thought it was and I thought i. had a very complete study. As 





a result of it, I think they were convinced from the preliminary study 
they did not need anything further. 
ut now we have got the fare investigation. 





» SS amb aia 


—e_bt 2 OF 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2219 


The CHarrMAn. Suppose you go on with the balance of your state- 
ment because we are reaching 4: 30. 

Mr. McCuttocn. I would like to ask one more question. 

Did I understand someone to say that this general fare study or 
whatever it is called is going to take 214 years? 

Mr. Harpy. By the time they get through with cross-examination 
and examination and every carrier gets the right to be heard, I get the 
right to present all my economics and I get the right to do this and do 
that and then they have got an examiner’s report. 

Then it goes before the Board and it goes for oral argument. It will 
take a long time. 

Mr. Keatine. That sounds like civil-rights legislation. 

Mr. Harpy. Par for the course in a competitive hearing before the 
Civil Aeronautics Board takes weeks and weeks and weeks and weeks. 

Mr. McCutiocw. How many people will participate in this in- 
vestigation ? 

Mr. Harpy. I think that the fare investigation could well cost 
National Air Lines alone a couple of hundred thousand dollars. I 
think it would cost the industry 4 or 5 million in lawyers’ fees, exhibits. 
They will be this high when they are through. 

Mr. Matetz. Won’t that depend in large measure on how narrowly 
or broadly the Board defines the issues ? 

Mr. Harpy. You would not want us to define the issues so we could 
not put in the facts and the facts in a fare investigation are very 
extensive. 

Mr. Materz. That very matter is to be argued before the Board on 
June 12, as I understand it. 

Mr. Harpy. That is right. 

Mr. McCuttocn. Mr. Chairman, I just cannot refrain from com- 
menting that if it is going to take 2 years and a half to determine 
whether or not we are charging proper fares by the airlines, that is 
about the best argument that I can think of that Government does not 
know how to get a job done promptly and efficiently and well. 

Mr. Harpy. That is true. 

The CHarrman. Go ahead. 

Mr. Harpy. Mr. Chairman, I pointed out with the common-law 
method and staff study they have come up with standards. 

From this process exact standards have evolved. However, I repeat 
that National does not object to a formal investigation because we are 
anxious to prove that there is no substance to the implied charges that 
~ airlines are conspiring with the CAB to keep fares unreasonably 
igh. 

It is misleading and inappropriate to compare airline profit, opera- 
tion, and competition with traditional public-utility standards. 

The CHarrman. We had considerable evidence on that score from 
Mr. Gewirtz with some very interesting charts. 

I imagine your statement 

Mr. Harpy. First, history has shown that air carriers profits are un- 
stable when compared with traditional public utilities such as gas 
and electric companies, telephone companies, and pipelines (even 
railroads). 

The basic reason for this is that airlines are not monopolies. Tra- 
ditional pene utilities are regulated monopolies whereas airlines are 
regulated competitors. 
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Airlines have to compete with other airlines on all major routes— 
and of equal, if not of greater, importance is the competition with 
busses, passenger trains, and the private automobile. 

When gas companies, electric companies, telephone companies, and 
comparable utilities experience declining profits they can raise their 
prices and the users of their service have no practical alternative since 
these traditional public utilities are real monopolies. 

To a somewhat lesser degree railroads can assure themselves of a 
profit by increasing freight rates for there are many shipments for 
which there is no practical alternative to the users of rail service. 
This is not true of airlines. 

It is not always possible for airlines to prevent crippling losses by 
adjusting their prices upward. In practice it is seldom possible to do 
so. Hence, unlike other public service companies, it is necessary to 
permit air carriers to make a larger return when conditions are fav- 
orable if they are to carry on successfully when conditions are un- 
favorable. 

This is especially important when we consider that the air carriers’ 
ability to produce a satisfactory service depends on their ability to 
buy the fabulously expensive aircraft I referred to earlier. 

Another thing to remember—and air carrier’s ability to make a 
reasonable adequate profit in favorable times in also extremely im- 
portant to the preservation of competition. Financial stress and in- 
adequate reserves for the smaller carriers breed monopoly. 

One neded only look back to 1948 and 1949 to see what happens 
when the weaker carriers come on bad times. The idea of the larger 
carriers taking over their smaller competitiors was most popular 
even in the Congress and certain routes fell to larger competitors in 
the process, e. g., American Overseas went to Pan American and West- 
ern’s Route 68 went to United. 

At that time National was casually placed on the auction block by 
the CAB for parceling out to Pan American and Eastern—and there 
was scant opposition to the idea either in the Congress or elsewhere. 

Second, airlines have a much more rapid turnover of their capital 
than do the traditional public utilities. Airlines must be prepared to 
replace their basic plant (aircraft) within a period of 5 to 10 years. 
Heavy utilities can plan to use their basic plants for periods of 20 to 30 
years. Because of such difference a relatively small decline in airline 
revenues can wipe out the earnings accumulated over many years 
within a period of less than a single year. That actually happened to 
National over a period of 6 months in 1947. 

Third, the theory that airlines are guaranteed a profit under the 
mail-rate provisions of the Civil Aeronautics Act is not borne out by 
experience. The industry lost large amounts of money in 1946 and 
1947 despite mail-pay subsidy. National sustained serious net losses 
in fiscal year 1948 despite mail-pay assistance. 

Fourth, by any objective standard airlines are much more compar- 
able to bus aid trucking companies than to other public service com- 
panies. And, to be sure bus and trucking companies do not require 
the continual heavy capital investment and persistent technological 
cae required of airlines. 

“ven so, airline profits have been much smaller than bus and truck- 
ing line profits during the past several years. The CAB data reflecting 
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this comparison, as well as the comparison with other public service 
companies, is most revealing and speaks for itself. 

For the years 1947 through 1953, the only complete data available 
at the CAB for all the industries set forth below, the airline industry 
did not make the high profits that some of the prior witnesses would 
have you believe. 

The Cuairman. What do you mean by this: 

At that time National was casually placed on the auction block by the CAB 
for parceling out to Pan American and Kastern—and there was scant oppusition 
to the idea either in the Congress or elsewhere. 

Mr. Harpy. Well, in 1948 the Board out of a clear blue sky issued 
an order for an investigation to determine whether National Air Lines 
should be dismembered and whether their route should be given to 
Pan American or Eastern. That is what I meant. 

Mr. Keatrnc. That was in 1949? 

Mr. Harpy. 1948, and National tried that case vigorously for 2 
years and it was finally dismissed. 

I also want to point these other things out but I want to get to page 
38. 

Mr. McCutxocn. I would like to ask one question. 

At that time were both Pan American and Eastern on subsidy ? 

Mr. Harpy. Pan American was. Eastern, the question whether they 
are on subsidy or off is a nebulous thing. 

I could give you an argument on that ad infinitum. 

They claim they never were. I want to point out on page 38 in the 
CAB data they reflect the comparison between public service com- 


pocity in their published reports and I sent my man down to get the 
asic cs and come out with those published reports. 


All they had was the years 1948 through 1953 complete for all the 
paint set forth below, and he did then the study bringing up these 
res. 

“That the airline industry’s high profits, and I compared them to the 
other industries, here you find something significant. The airline in- 
dustries compared to bus, trucking, and other public service industries, 
there you will find over those periods of years what our earnings were 
for those same periods of years compared to bus and truck lines and 
you will see that we were in a very, very low position and that this 
claim we are making high profits relative to industry, I think these 
figures here go to dispute that. 

The airline earning compared to bus, trucking, and other public 
service industries are as follows: 
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on invest- 
ment 


Percent 
Airlines 
EE ee eee 
pO Saas 


AM nom n 
S8Ssyege 


| Electric and power 
Natural gas 
wonnenoee| Telephone 


| 


Source: Civil Aeronautics Board. 
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Mr. Matxetz. Mr. Hardy, you are familiar, of course, with a de- 
cision of the Board, the majority of the Board, May 14, 1953, dismiss- 
ing the general-passenger-fare investigation where the Board said 
that the earnings of the airlines industry for recent years “must be 
considered excessive when measured by any reasonable standard appli- 
cable to a regulated industry.” 

Mr. Harpy. That is right, they said that. 

Mr. Materz. I take it that you would take sharp issue with that 
statement ? 

Mr. Harpy. My dispute of the facts that they submitted to you 
which we are going into the next session, I will cover that in the next 
session, too. That is all related. 

I have one section here—Do the antitrust laws apply to the scheduled 
airlines? 

I am sure, Mr. Celler, you will find me pointing out something that 
I don’t believe you have heard before from the Board or any other 
witness. 

I want to point this out to you because I think it is important be- 
cause of the bill you introduced, and I think that the bill you intro- 
duced was with the idea that the Board should have to look to the anti- 
trust laws for guidance and conduct themselves the way the antitrust 
laws talk. 

I want to point out to you that the Board already has the express 
mandate to enforce the antitrust laws of this country. 

Most people don’t realize it. I bring it up to lawyers that have 
been working on the CAB for years and these particular sections of 
the Civil Aeronautics Act they have not reflected on. 

Section 2 of the Clayton Act (15 U.S. C. 21) provides in part: 

That authority to enforce compliance with sections 2, 3, 7, and 8 of the act 
by the persons respectively subject thereto is hereby vested * * * in the Civil 
Aeronautics Authority where applicable to air carriers and foreign air carriers 
subject to the Civil Aeronautics Act of 1938; * * *., 

Mr. Maerz. Mr. Hardy, you are talking about 4 sections of the 
Clayton Act and only 4 sections of the Clayton Act? 

Mr. Harpy. That is right. 

Mr. Materz. Is there any provision in the Civil Aeronautics Act 
itself requiring the Board to consider antitrust principles in deter- 
mining whether or not to certificate a new carrier ? 

Mr. Harpy. Well, I say this: that recognition of this enforcement 
mandate that I have read from section 11 of the Clayton Act 

Mr. Materz. Section 2 of the Clayton Act deals with price discrim- 
ination, section 3 with tie-in contracts, section 7 deals with mergers, 
and section 8 deals with interlocking directors. 

Mr. Harpy. That is right; the significant sections of the antitrust 
aws. 

Mr. Maerz. I must repeat the question. 

Is there anything in the Civil Aeronautics Act which requires the 
Civil Aeronautics Board to consider antitrust principles in determin- 
ing whether or not to certificate a new applicant? 

Mr. Harpy. I say yes, and I say it for this reason. 

Mr. Materz. Would you point that out? 

Mr. Harpy. I say that they have this mandate under section 11 and 
I say then section 1107 (g) of the Civil Aeronautics Act vests the au- 
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thority again into the Board to enforce the Clayton Act, and it has 
been physically incorporated in the Civil Aeronautics Act. 

Therefore that mandate is as much a part of the Civil Aeronautics 
Act as any other provision in that act. 

That is a basic rule of law that I remember from law school. 

Now I say, however, the CAB has this right. They can, under sec- 
tion 414, immunize a carrier from the antitrust laws under section 414 
of the act just as much as a part of any other act. 

The CHairMAn. Well, we will take that into consideration. 

Mr. Harpy. Now in conclusion, Mr. Chairman, subject to my com- 
ing back at the next session to give you this economic data, I trust 
that at the next session and this session you have been enlightened 
somewhat by my testimony. 

After these hearings have been concluded I feel certain that the 
committee will realize that there is strenuous and effective competition 
in this industry and that the Civil Aeronautics Act has accomplished 
the purpose for which it was enacted by Congress. 

_In a commendation to the CAB and the certificated air carriers 
is in order. 

Every American can look with pride to the fact that the air-trans- 
port system of the United States is the best in the world. The com- 
petitive routes and added carriers certificated by the CAB since 1938 
have been set forth in detail in the CAB testimony. Even unsuccess- 
ful applicants cannot come forward and seriously state that the Civil 
Aeronautics Board has eliminated competition by bureaucratic edict. 

It is respectfully urged that this committee move forward to inves- 
tigate thoroughly and to expose North American Airlines’ activities 
directed to pressure this Government into condoning flagrant and con- 
tinuing violations of law. 

North American’s smear of the certificated industry has gone far 
enough. The cleverly laid smokescreen cannot hide North American’s 
past guilt nor can it be successful in perpetuating North American’s 
continuing violations of law. 

I feel sure that this Committee on the Judiciary will act with dis- 
patch to stop such disregard for law and order. 

The CuatrMan. All right; we will now adjourn and we will again 
hear you on Wednesday, Mr. Hardy, at 2: 30, the day after tomorrow. 

Mr. Harkins, do you wish to put something in the record? 

Mr. Harkins. Yes. Mr. Chairman, I offer for the record a docu- 
ment entitled “Corporate and Securities Data of National Airlines, 
Inc.,” secured by the staff from the CAB. 

The CHarrman. It will be accepted. 

(The document referred to is as follows :) 


NATIONAL AIRLINES, INCORPORATED 
CORPORATE AND SECURITIES DATA, YEAR ENDED DECEMBER 31, 1955 


(1) Give the exact name by which the air carrier was known in law at the 
close of the year. 
National Airlines, Incorporated. 
(2) Give the date of incorporation of the air carrier. 
July 8, 1937. 
(3) State or other sovereign power under which incorporated. 
Florida. 
(4) Date of termination of charter. 
99 years from July 8, 1937. 
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(5) Date and place of annual meetings. 

First Friday in November, Miami, Florida. 

(6) Give hereunder a complete statement, including dates, of all consolidations, 
mergers, reorganizations, changes in corporate name, etc., occurring during the 
year. If, during the year, an original charter of incorporation or a modification 
of an existing charter was granted, give the name of each Government, State, 
or Territory, and reference to each statute under which the grant was made. 

None. 

(7) As to any options outstanding at the close of the fiscal year to purchase 
securities of the air carrier from the air carrier: (a) State the amount, with 
the title of the issue, called for by such options; (b) outline briefly the prices, 
expiration dates, and other material conditions on which such options may be 
exercised; (c) give the name and address of each person holding such options 
calling for more than 5 percent of the total amount subject to option, and give 
the amount called for by the options of each such person; and (d) for each class 
of such options not previously reported state the consideration for the granting 
thereof. 

Restricted options to purchase 37,400 shares of the company capital stock 
were outstanding at December 31, 1955, under a stock option plan for 
officers (excluding the president) and supervisory personnel. 9,700 shares 
are under option at a purchase price of $11.83 per share, and 27,700 shares 
are under option at $15.56 per share, these prices being 85 percent of the 
average market price on the dae of granting the options. 


Balance sheet as at Dec. $1, 1955 























ASSETS 
| 
Ac- | 
count Amount 
No. 
Current assets: Cash, working fends, and special deposits: | 
1010 CRE cies acini mnie macoekonens qinteek onsets ckenitat wn=--22----------| $3, 227, 889 
1020 Working fund advances... -.......-.-.---...--.---.-- ee eee ee 26, 555 
1030 Special deposits __-........-..- Se pEGKdnamarhanwaRkUeovesaceeabenaraet dass eee es 
tie a a he | 8, 254, 444 
Marketable and short-term securities: ne aad 
1110 United States Government securities. -..................----.-- Jeacmoat 4, 999, 063 
1120 Otiver ancien (53.74 .is i adle. reese el dg ALES PUTS, Libs ce3) chai 
OI nn 5h on caida penny Sones aonehnn siebattsetisade cc dhetsacsebeccsayht a 
1210 SL Sn unas a cacunds Mkaicosncts exe tape aeaEenGedr ae eta iM x oe 
Current receivables: 
1220 United States Government._._...........-.-- Ma catia aie Ae 524, 002 
1239 Foreign governments. siccdbedade couds she deeihbgaictds aoc thi atbbshtnneeteekeenne 
1240 WEEE th Sk 5s hh eddcbadbibe dub obenmis sats Groban dh geanchnabiniedets ety died eae 4, 228, 725 
1250 NINN i nance sade <neeeakes 30, 370 
1280 Subscriptions to capital stock -- Lite kedvmee ince hd: debi aabeboana Gd ate 
1270 Interest and dividends receivable _- ri senll ic iene AMS wrersasee laa ea acetal 23, 973 
1290 Other current receivables................... FE Fok Dateien dustades 311, 724 
Total notes and accounts reativatle............ 252-8 e ence 5, 118, 794 
2510 RO TECEPD TIE BO I il hi cS so hte ds Se 34, 573 
Notes and accounts receivable (net)..............------------222--2-5---. 5, 084, 221 
Materials and supplies: a, 
1310 Motor fuels.........- jobs enh ben kastaiasinénaakuab anaes 96, 580 
1320 Lubricating iinctnsihiemmte aiid Rite een te BBL | 8, 115 
1330 Raw materials and miscellaneous supplies __ ST idk aeieepa st abanen | 512, 940 
ce, REE SOL ee ae CS 
1410 Short-term prepayments.. Et dudds ahiewsth dea aa pices <haheinkenasban deed 325, 436 
1420 Other current and accrued assets.....-.-.----.-----------------------.--..... 443 
I inthe tccdatankidhettnbheedinieensndnenentemianante 14, 281, 242 
Investments and special funds: Ee 
1510 Investments in and advances to affillates.............-...--.------ 2... eee eee 171, 189 
1520 Investments in and advances to separately operated divisions................-.|--.----------- 
1530 BO VORIORI GE ches dh datentsh Geobsteeeds dunt ubectensddcd icicodoboubbndbie’ 32, 607 
1540 PE SOS SONI oo demiwnnduchtnuedsbicsiiaideaabsbscdsasdne teens diiesducbia 
1550 NI in sicsocspnsinenntticatibe nisms ep miminicirileeaieeliamineataisiiianineic ttt 581, 000 
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Balance sheet as at Dec. 31, 1955—Continued 


ASSETS—Continued 


Operating property and equipment: 
| Flight equipment (including spare parts) - 
Less reserve for depreciation. 
Ground property and equipment. 
Less reserve for depreciation -- 
Land... 
Construction work in progress. 


Operating property and equipment (net) - 


Nonoperating property and equipment. , 
Less reserve for depreciation. adasinks comenia 


Nonoperating property and equipment (net) - - 


Deferred charges: 
Long-term prepayments_. 
Extension and development 
Unamortized discount and expense on debt 
Other deferred charges__-.-- ne 


} Total___ 
| Intangibles: 
j Property acquisition adjustment 
} Other intangible assets. -..........-- 
Total... a eaten 
Capital stock discount and expense: 
Capital stock discount... _-..-- 
Capital stock expense-_..-_---- 
Total_. 


Total assets 


2225 


Amount 


$34, 629, 197 
13, 400, 562 
3, 297, 381 
1, 772, 139 
47, 153 

194, 032 





Current liabilities: 
Notes payable 
Accounts payable: 
| er 
Collections as agent_ aia ‘ 
Airline traffic accounts - - 
Affiliated companies 


ee tite encncasecsen 


Accrued salaries and wages -- 
Accrued interest...........- 
Accrued taxes---....-- 

Dividends declared __- 

Air travel plan liability _- as 
Unearned transportation revenue. ; 
Other current and accrued liabilities 


Total current liabilities_.........- 


Long-term debt: 
Long-term debt 
Advances from affiliates 
Advances from separately ope rated divisions... .__-. ‘i 


TONE ..c02 
Deferred credits: 
Installments on capital stock - -. 
Unamortized premium on debt_--. 
Other deferred credits - ‘ 


iccnaes 


1 Includes $1,089,000 deferred Federal income taxes. 


$2, 329, 210 
654, 843 

1, 874. 796 
39, 951 





2226 


| 


Ac- 
count 
No. 


| 





2410 
2420 
2430 
2440 


2810 


2840 


2860 


2910 
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Balance sheet as at Dec. 31, 1955—Continued 
LIABILITIES AND CAPITAL—Continued 


REGULATED INDUSTRIES 

















Amount 
Operating reser ves: 
Reserve for aircraft overhaul $496, 654 
Reserve for engine overhaul. . 
Reserve for pensions_.----- 
CORN CET NON oo 5 ccc dccnsnncccuccenedbbemaddoudbiata dh Ditks dies 
DO iii cities Hache teedsaisaneikivantinspveabeds Oiidaad Busses 
Capital stock: a 
Preferred stock, $.... par value per share: Outstanding, .... shares... .......--|........-.-... 
Preferred stock, no par value: Outstanding, .... shares.............-...--------}......-.-.-... 
Common stock, $1 par value per share: Outstanding, 1,026,452 shares (1,600,000 
EE do ccncnenccphabseusbepebasasenedhbaswepcccoesad-cnccadodsanediacs 1, 026, 452 
Common stock, no par value: Outstanding, .. hey “arene Jaca De tess endstdcecncdes 
Capital stock IEE «on. sccuralensicin aciaaaeanemnciomense sade celceateaaaaen 
TE. ineneicenwdvedivhiticcptadtdencaetinmiausadeladacbinite asap 1, 026, 452 
Surp 
"apital surplus-_.--. ecewkon Siena aiVWeWuiiiawentwie panemestneaat sdudniis see 6, 281, 031 
— 
Earned surplus: 
Reserve for uninsured losses. .........-..-.--- = ahsirare eda tagicas ac oo gs sania 435, 000 
eee I NEU silica cs tewere ew enscialadusebn ca usubhddiadseslcbocssodebain 
Unappropriated earned surplus-_-._-.......---...------- edibiten todas Sieh tits | 10, 261, 606 
Ee Sr TE Wh I hon Sais o he Sst Secece reese etc Sate 3, 331, 724 
Total earned surplus. ---_..-.-- Licbeabbae ssenennwanwausgn cece etiannaie caseascsieais 14, 028, 330 
Tete SUNG. g. woos sewecesiccvccans hbebsnusseccsesdenulweerssduceeni 20,3 309, 36 1 
SSS—— 
38, 839, 796 





NIE AGS NN iso os nnceticnteneccdebedbubvunwscazenas | 





Nan 


Nan 


Nal 


Nal 


Nal 


Nal 


Inv 
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Investments and advances (details of accounts 1510, 1520, and 1580), as at 
Dec. 31, 1955 


Wee af Gee 5-5 
Balance at beginning of year __- 
Additions during year. 
Deductions during year - _- 


Balance at close of year_- 


Name of affiliate ___ sis edible 
Balance at beginning of year___- 
Additions during year - . 
Deductions during year - - ---- 


Balance at close of year_- 


Name of affiliate 
Balance at beginning of year__.....----- 
Additions during year-- ec 
Deductions during year _ - 


Balance at close of year_..-.....---- : 
NR A in cn tunnnnenacwenn 
Balance at beginning of year-__- 
Additions during year- 
Deductions during year 
Balance at close of year 
Name of affiliate__........--..- 
Balance at beginning of year__......----- 
Additions during year - - 
Deductions during year 
Balance at close of year__--..--.--- 


Name of affiliate ___ 


Balance at beginning of year. 
Additions during year 
Deductions during year- --....--.-- 


Balance at close of year 
Investments (other): 


Affiliated companies and separately operated divisions 


Amount 


Aereolineas Nalair, S. A. 
$10, 000 


Amount 


Aeronautical Radio, Ine. 
$11, 668 
532 





10, 000 


| Radio Aeronantica, S. A. 
i $11, 372 


4, 072 


12, 200 


Air Cargo, Inc. 
$600 





7, 300 


Airlines, Clearing House, Inc. 


$101 


| 101 


Central Air Terminal 


13, 790 





--| East Side Airlines Terminal 


Corp. 
$35, 805 


35, 805 





Public Service 
Television, Inc. 
$55, 018 


Indian Creek Country Club-_----- monte 


Deposit on 2 Panagra aircraft 





600 
Airlines Terminal_Corp. 
$7, 765 


Combined Airlines Ticket 
Office 
$2, 200 
500 


2, 700 


West Side Airlines Terminal 
Corp. 
$3, 000 

22, 803 


25, 803 


On Time, Inc, 


Number of 
shares or 
principal 
amount 





Aoveetingss Noteit, GS. A....~...0000..-.<...-- 


Aeronautical Radio, Inc 
Radio Aeronautica, 8S. A-.....-.-.--- 

Air Cargo, Inc_-- — 

Airline Clearing House, Inc 

Central Air Terminal -__- : 

Combined Airlines Ticket Office _-_------ 
East Side Airlines Terminal Corp- ------- 


West Side Airlines Terminal Corp 
Public Service Television, Inc 
On Time, Inc 


Indian Creek Country Club 


Cost or book 
value 
(indicate 
amount 
pledged) 


$10, 000 
10, 000 
2, 200 
7, 300 
600 
101 

10 
700 
5, 000 
, 805 
000 

, 803 
2, 500 
9. 841 
500 

49 

3, 000 
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Carrier: National Airlines, Inc. ( 
Operations: System. ( 
Period ended: Dec. 31, 1955. ‘ 
Statement of profit and toss and earned surplus ! 
?— Description 13 —_— to Quarter - 
eee J 
PROFIT AND LOSS - 
Operating revenues: 
3100 Transportation: 
3101 Eb anititdienes ta aauxn wang teitidaincolion $46, 643, 100 $10, 442, 312 
3102 Mail, Cnited initeniinkao-seenetinkind== ceeeeue 553, 853 1 120, 322 
3103 SE cainnccunnainredaences realities sss uaree 230 110 
3105 Express patiiGenensnnecmadssnyensdacdetuuneneses nkeed 315, 034 23, 489 
3106 DU iksksnchamctuhtampaedhmees dammmieehannheae 1, 238, 527 323, 197 
3107 TROSEE VAGEANO. «ono cccwecesecccnenswonenescnecssuce 1, 169, 953 260, 067 
Total, scheduled transportation revenues. . --_.-..- 19, 910, 737 11, 962, 896 
3108 Nonscheduled transport services....................- 165, 028 101, 653 
3109 Ee Cc ccceoncsnccuaecceneustenesclcese 109, 078 21, 198 
I TIEN 2 « ooicernwnonip mature taadone 50, 164, 813 11, 155, 039 
3000 | MN so La a ccndncccnenpssensasensonenaticbantakncd [eacshsaheeeernt ee oss. 
4100 | Incidental revenues, net (schedule B-1)-...............-.--.-- 699, 817 121, 0930 
Total, operating revenues...........-.-.-.--- iibcat 50, 364, 660 | 11, 276, 132 
| Operating expenses: a awe 
5100 | Flying operations... <page nae ecco” | 14, 577, 058 3, 587, 611 
5200 | Direct maintenance, flight ‘equipment... aaeeeaes eae 4, 933, 678 | 1, 321, 972 
5900 | Depreciation, flight equipment. .--.-.-..........--.-.....-- | 3, 862, 314 | 972, 356 
NE ccchnnwiesnucian a cs aascan ee 23, 373. 050 | 7, 940 
6100 | Ground operations-.. - - - ‘ pads 4, 844,307 | 2, 228, 350 
6200 Ground and indirect maintenance ee ea 2, 670, 066 000, 352 
6300 TE cticnksanwebkesneasuonencedecd Le 2) 527, 407 630, 156 
6400 Traffic and sales__.-_-- oa st. J guest 5, 473, 907 | 1, 590, 234 
6500 Advertising and publicity _ eer cise 2, 033, 372 530, 060 
6600 General and administrative____. oy 2, 355, 125 | 543, 258 
6900 Depreciation—ground equipment eaebie teat aoa 318, 504 | 92, 578 
WU cbncenine am Selvacnsssantactecn.ccd’ ~San 5, 277, 956 
Total, operating expenses... _.._-_._-_-- ee 7 49, 595, 606 | tt 11, 020, 604 
Net operating income... -. 7, 259,051 | 255, 231 
7100 Net nonoperating income (schedule B- 1)... ast | 11, 275, 320 | 1 563, 482 
Net income before income taxes... : sicmsaaneall 677, 774 | 211, 656 
9100 I Sdn snionctwesnnadesas . 7 | 1, 564, 000 | 49, 900 
|— eRe ¢ | cnet eesise 
Net profit or loss for period ---... 9, 331, 724 123, 256 
EARNED SURPLUS 
Earned surplus, beginning of period _- 11, 254, 544 13, 355, 274 
Profit or loss for period. 3, 733, 724 | 128, 256 
Adjustments to earned surplus (schedule A-1).. apilanactiaa 
Net changes in oes reserves wrsumamatee A- %) 360, 000 45, 000 
Dividends (schedule A-1)-.........-.- = 815, 238 ome 
Earnei surplus, close of period as sini ti 14, 028, 330 “14, 023, 330 
9100 | Deferred Federal income taxes charged... - : ealenes - 101, 500 








1 Negative figure. 
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Carrier: National Airlines, Inc. 
Operations: Trunk line. 
Service: All services. 

Period ended: Dec. 31, 1955. 


Statement of profit and loss and earned surplus 





12 months to 
date 


Description 


PROFIT AND LOSS 
Operating revenues: 
Transportation: 
Passenger 
Mail, United States 
Mail, foreign 


1, 072, 436 
46, 057, 129 
09, 


Total scheduled transportation revenues 
Nonscheduled transport services 
Other transportation 


Total momepertetinn 
Federal subsidy 


Operating expenses: 
Flying operations 
Direct maintenance, flight equipment 
Depreciation, flight equipment 


Ground operations 
Ground and indirect maintenance 


Traffic and sales 

Advertising and publicity 
General and administrative 
Depreciation, ground equipment 


Total operating expenses 
Net operating income 
Net nonoperating income (schedule B-1) 


Net income before income taxes 
Income taxes 


Net profit or loss for period 
EARNED SURPLUS 


Earned surplus, beginning of period 
Profit or loss for period 
Adjustments to earned surplus (schedule A-1) 

| Net changes in surplus reserves venue A san 
Dividends (schedule A-1) ; 
Earned surplus—close of period -_--- 

| Deferred Federal income taxes charged... 





1 Negative figure. 


pt. 1, vol. 3———52 


DUSTRIES 


2229 


| 


Quarter 


$9, 632, 161 
1 128, 332 
Jooanceeenneena 
88, 924 
307, 644 
237, 125 
10, 167, 522 
66, 501 
a1 198 


10, 225, 221 
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Carrier: National Airlines, Inc. 












































Operations: Foreign or overseas. 
Period ended: Dec. 31, 1955. ¢ 
& 
Statement of profit and loss and earned surplus : 
9 
Agepams Description | 2 — to | Quarter 
eg [ee — eS ne ene enna eee ———— 
PROFIT AND LOSS 
Operating revenue: 
3100 Transportation: | | i 
3101 DE ili dacckinnns Aenea se wouniesmanweuokbawia $3, 569, 357 $810, 223 
3102 | I Cis Sociscrcina or dpincects in apoeemieg seeds eae ee 39, 592 13, 492 
3103 | IIL... ciel 53a wun al asgerd.o oes utpunerteuet aarnaiatece’ 230 110 
3105 i cncninngn dstreknsnahicns oaenun neee naar means 15, 8°0 4, 506 
3106 IR Ds een eee en een eeemnee 131, 027 33, 463 
3107 EE Is oc onduunneneccescwetebeucukwuwsausing 97, 522 32, 942 
Total scheduled transportation revenues-------_---- 3, 853, 608 894, 736 
3108 Nonscheduled transport services..........-...------- 35, 082 35, 082 
3109 Other transportation___.....__--- a> shane ails omen Saaseek Laralachiiiaeaeei as hectare Etdeeaee a Eee 
SE SUNN iin cad cnt pinn pine cusmdppnbenane 3, 888, 690 929, 818 
3900 | NIN 88 oh Oke ewia coh. sino s ceasasoosencacane slr emennnenn amen |-----------2--5- 
4100 Incidental revenues, net (schedule B-1)_....-...-.-...--- 10, 851 3, 154 
IEE TOUONIII occ ccncvncicncianenddiunananad 3, 899, 541 32, 972 
Operating expenses: F me aay Peas ae 
5100 IS... Sic tk ettietiingninhane os connects eekaniohal 1, 101, 739 236, 47: 
5200 Direct maintenance, flight equipment__........-......-.- 464, 619 130, 874 
5900 Depreciation, flight equipment -_-_-.........-.-----..--.--- 375, 376 96, 661 
I scsteichidsbclibaseieRdee Sf aesocmnemienel 
BM renacvdaslesaukssrqucuucswuescuuuduucdeanan 1, 941, 734 | 464, 008 
6100 hg, hie t re acannnhundaghnndaswaki i, 127 eis 99, 134 
6200 Ground and indirect maintenance. -___............-..-... 246, 606 63, 968 
6300 | ects Dui vasln nisms neuen Aabamece pie 220, 901 64, 276 
6400 CTR Rad pines Seperate ean eid pala n gL yal 574, 708 152, 480 
6500 EE GING ID ooo cncccecnencuancanvacnuapigg | 164, 122 41, 504 
6600 Gelteral Od edministrative....... 2-26... 2 concn towne 286, 540 64, 040 
6900 Depreciation, ground equipment__...........-...--..-..- 35, 681 9, 209 
is nisi cakes inapeheisahwcesadegnrahimebanead 1, 960, 685 494, 611 
Total operating expenses-_-_------ seb nebancenpuaaeaaiac arrae 3, 902, 419 re 958, 619 
og ee Seonevadonis 1 2, 878 1 25, 647 
7100 Net nonoperating income (schedule B-1).....-.........-- 1 25, 846 18, 815 
Net income before income taxes...........------------- é ‘498,720 1 84, 462 
91090 | Income taxes enim ine mine on eanaeaantiat nana | 114, 938 1 17, 920 
| i = Tian ee ee ee 
Deer pee 00 NI IG owas con dn cece cecccvesdaakes 113, 786 116, 542 
EARNED SURPLUS ’ 2 
a CI, OI BOI iho nc oicncdercccucucdncup lacnasancedasanedisnenweseceabeans 
Cee ee ne ond lane chaser nen amacaauaenaes 
| Adjustments to earned surplus (schedule A-1)-_.........-.--.]-...---.-.-.-.-.|.-----.--------- 
1° BUGS OR BS GRID PERNT VOR GRCIOGED BPG) 2.8 oc cnc ncn] cnacocemarasencelnenuncocanccccon 
FE SEE nec adenenaiucswccdcsoanssghesnetenctonne napareEasopalsesietsenceua tt 
1* SENG: GUNENTED IONENE.. wc nance ncapucmusaemaanmensalanabennaaianeund tennss delkicndwh -e 
| | 
1 Negative figure. 
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Carrier: National Airlines, Inc. 
Operations: Trunk line. 
Services: All services. 

Aircraft type: All equipment. 
Period ended: Dec. 31, 1955. 


REGULATED INDUSTRIES 


Quarterly ens and traffic statistics 


Item 





Aircraft miles: 

Passenger, property and United States mail, regular trips 

Passenger, property and United States mail, extra sec- 
tions 

Property and U nited States mail only, ‘regular trips. 

Property and United States mail only, extra sections-... 

Passenger and anys only cata 

Property only 

Nontransport 


tees aenkienepehos = 


Total revenue miles flown. 
Nonrevenue miles... .........---- 


Total miles fown 
Passenger traffic: 
Number of revenue passengers carried 


Revenue passenger-miles (in thousands) 
Nonrevenue passenger-miles (in thousands) 


Total passenger-miles (in thousands) 
Available seat-miles operated (in thousands) 
Revenue passenger load factor 


Ton-miles on revenue flights: 
Passenger (including free baggage) 
United States mail, letter__-—-_- 
United States mail, parcel post - 
Foreign mail 
Express 
Freight. ____-. 

Excess baggage 


Total revenue ton-miles_.- 
Nonrevenue 


Total revenue and nonrevenue ton-miles_..........__- 
Available j . 
Percent revenue to available ton-miles_.............._..- 
Operating performance factor: 

Scheduled m _ . 
Scheduled miles flown 
Percentage completed 
Use of aireraft: 
Number of aircraft days assigned ; 
Average revenue hours of use per day per aircraft_ 
Aircraft hours: 
Revenue hours 
Nonrevenue hours: 
Ferry flights 
Personnel training flights - 
Extension and development flights : ; 
Other nonrevenue flights............c...sesses- 


Patel MOMTOVEIMS BOMB ic accsccccncnccedeigcl omit 
TE os tis dit ercaccaciccncmmnacintecnuaadadadak 
Number of employees: 
Based in continental United States aa 
Based outside continental United States __- 
Total number of employees. 
Miscellaneous: < ‘ 
Tons of revenue express and freight carried... 


Aircraft engine fuel consumed (gallons) 
Aircraft engine oil consumed (gallons) 





to date 


12 months 
| 
i 


| a, 386, 910 
579, 442 | 


130, iss | F 


22, 046, 737 | 
303, 995 | 


22, 350, 732 


87 6, 379 | 
1, 330, 496 | 
64. 08 } 


85, 259, 7% 
3, 138, 812 


, 262, 543 
1, 599, 698 | 


94, 969, 531 | 
2, 378, 183 
97, 347, 714 
151, 487, 752 





22, 153, 971 
21, 408, 168 
96. 63 


13, 037 | 
7.03 


95, 863 
376 | 


| 
| 
| 
| 


| 





7,710.0 | 
33, 683, 396 


1, 205, 712 | 


2231 


Quarter 


5, 122, 274 
115, 092 


5, 271, 744 
104, 970 


5, 376, 714 


278, 658 
188. 475 
5, 512 
193, 967 
323, 368 
58, 28 


18, 847, 463 
946, 518 


354, 2! 
21, 598, 212 
551, 160 


22, 149, 372 
36, 671, 533 


2, 258. 6 
8, 130, 850 
81, 775 
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Carrier: National Airlines, Inc. 
Operations: Foreign. 

Service: All services. 

Aircraft type: All equipment. 
Period ended: Dec. 31, 1955. 


Quarterly flight and traffic statistics 























12 months 
Code Item to date Quarter 
Aircraft miles: 
1 Passenger, property, and United States mail, regular 
| EERIE SSF SPER TS WP BOGS RLS LR ESTE ea OP eT. 1, 351, 615 334, 419 
2 Passenger, property, and United States mail, extra sec- 
a a a aa i eae 1, 283 235 
3 Property and United States mail only, regular trips_.....|........-....---]---------------- 
4 Property and United States mail only, extra sections...._|.........--..---|---------------- 
5 oo) Se EE aL ee 411, 544 94, 978 
6 I kl ti Sesriem aidan deinen 
7 NI ii ch Staion sich acinccicisacciteanscsemertnieidinsaeeaminenicin ieee niennsekeatne 
8 OR OREM MNS BOG. «onc cne swe ccennndetvieseeis 429, 632 
9 i ini ccncrnncninisintiaiicenatoinnaeindaenin cell 5, 340 
10 ieee aeeieeel 434, 972 
ooo 
| Passenger traffic: 
ll Number of revenue passengers carried ---.......--..---.- 25, 385 
——_————————————_—_—_— ——————————————————— 
12 Revenue passenger-miles (in thousands) ---_......-.....-- 14, 244 
13 Nonrevenue passenger-miles (in thousands) ...-.......--- 552 
14 Total ger-miles (in thousands) ---_-__-- 14, 796 
15 Available seat-miles operated (in thousands). 26, 998 
16 Revenue passenger load factor -_--............--.--------- 52. 76 
Ton-miles on revenue flights 
17 Passenger (includ tree DRRUIOA) qo. .cccanssacwacstbtliiads 1, 424, 437 
18 ea eas 89, 566 27, 184 
19 United Statesmail, Sed DIES oo dncousdocconsctendnenulbaccasaaiel pecenngadidopeniion 
20 Fore " 181 83 
21 Express. ..-. 41, 181 11, 814 
22 Freight_-.- 507, 604 133, 217 
23 i issn cencinnide inihigemecaheiaiaueaaaadl 148, 502 , 
24 enh DENIIGD......... <....< sn euncsbedebeasbbnteee 6, 344, 120 1, 645, 975 
25 Fe rthdsccknnceumitcnnnsetdéeaneeeenseceaniesen 266, 163 » 
26 Total revenue and nonrevenue ton-miles.........--.-.- 6, 610, 283 1, 701, 173 
27 DID i ic ickicissebidaniinteatidnsachtsdahicandssdhbaddad 13, 444, 360 93, 966 
28 Percent revenue to available ton-miles--_-_...........-..-- 47.19 51. 53 
Operating performance factor: 
29 ai i ai ian te asin idinbubie bagi eaten 1, 794, 709 431, 377 
30 I STN sc; cis. nn cweiuovewtmanranled 1, 751, 783 418, 731 
31 SELES DITTO EY 97. 61 97. 07 
Use of aircraft: 
32 Number of aircraft days assigned - _...-.........-.--.---- 798 214 
33 Average revenue hours of use per day per aircraft. .-.-.-..-. | 8:43 7:55 
Aircraft hours: 
34 itis cnn ke pata nh agi makeananal | 6, 961 1, 696 
Nonrevenue hours: 
35 ET TE. . . cnccdscnncscesecredalas daedeee fekni 20 4 
36 Persomnel Grating Bights.........ccocecetnbwss<ncwe 37 19 
37 NE Bl PEIN SID veda cintcnccdcnnnventbeskaccncenscnen | Sbteeabesaaabace 
38 Other nonrevenue flights...............-.--.-- ese 12 3 
39 Total nonrevenue hours...........-------.-- a anaale 69 _% 
40 I ic ee ie Gi | 7, 030 1, 722 
Number of employees: 
41 RE IS TINO CI ois renin cecccnucclasnnedscacseeens Stcemaneenesnsee 
42 Based outside continental United States.............-...|--------------.-|---------------- 
43 | "TORRE ANS CE CUO sininn osc iin cnc ncccdsnn cnc ]oec os cn QR ade ao secssuece 
Miscellaneous: 
44 Tons of revenue express and freight carried........-..- Sebi 932. 8 290. 6 
45 | Aircraft engine fuel consumed (gallons) ...........-..-.-- 2, 877, 469 688, 170 
46 Aircraft engine oil consumed GR ..-~--- === 0 = non) 29, 227 7, 293 
| ox 
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Dividends declared for the year ended Dec. $1, 1955 


If dividends were payable in any manner other than cash, explain in a foot- 
note; if an obligation of any character has been incurred for the purpose of re- 
plenishing the treasury of the carrier after the payment of any dividend, give 
the full particulars in a footnote. 





Description of stock on which dividend was Annual 
declared rate Amount 


Declared Payable 


1,019,252, common, par $1-__--.--_-- bisnincie . $152,888 | Jan. 7,1955 | Jan. 27,1955 
1,019,827, common, par $1 -6 152,974 | Apr. 8,1955 | Apr. 28, 1955 
1,023,427, common, par $1 ; 255, 857 | Jume 30, 1955 21, 1955 
1,026,077, common, par $1 , 256, 519 | Sept. 22, 1955 








List of stockholders as at Dec. 31, 1955 


Show separately the name, address, and number of shares of each class of 
stock held by all persons holding 5 percent or more of the issued and outstand- 
ing capital stock of the carrier as of the close of the year. Where stock is held 
by nominee, state below who has the beneficial interest. 








Number 
Address and class 
of shares 

held 


Gyre een scnense~ National Airlines, Inc., 3240 Northwest 163, 464 
27th Ave., Miami 42, Fla. 

Oona i Gaia o cs dcigsen nde sand ono 519 Market St., Wilmington, Del 68, 600 

Merrill Lynch Pierce Fenner & Beane 7e Fae Bt. OW TH, Ih. ZS cceeei--ks--- 81, 202 
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Persons other than directors, officers, and employees receiving compensation for 
personal services in excess of $10,000 during the calendar year 





Compen- 


‘ | Services ‘ . 
Name and address Period covered sation 


rendered 





Cummings, Stanley, Truitt & Cross, 920 Southern g f Jan, 1-Feb. 28, 1955. - $10, 592. 94 
Bldg., Washington, D.C. 

John W. Cross, 920 Southern Blag., Washington, D. C.|_-- Mar. 1-Dec. 31, 1955_- 36, 595. 45 

Scott, McCarthy, Preston, Steel & Gilleland, Post |.....do_......| Jan. 1-Dece. 31, 1955....] 31,116.17 
Office Box 1069, Miami 6, Fla. 

oa Crawford, Post Office Box 5574, Washington, 


BEFORE THE ClIvit AERONAUTICS BOARD 
WASHINGTON, D. C. 
(Docket No. 5509) 


In the Matter of the General Passenger Fare Investigation 


MorTION oF NATIONAL AIRLINES, INC., To DISMISS 


National Airlines, Inc., respectfully moves that the Board dismiss this pro- 
ceeding. 

The proceeding is a needless and wasteful burden upon the Board, its staff, 
and the respondent carriers. 

The trend of profits for the domestic trunkline industry is sharply downward 
since the time when this proceeding was inaugurated in early 1952. 

The level of passenger fares has been reduced by the reduction in coach fares 
from 4% cents to 4 cents per mile and by the broadening of coach services. Na- 
tional’s passenger-mile yield for the first seven months of the current fiscal 
year (July 1952—January 1953) averaged 5.186 cents per mile—a reduction of 
seven percent from the yield during the seven-month period ended January 1, 
1953—when the yield was 5.582 cents. 

Operating expenses have followed an upward trend while unit revenues have 
declined in 1952. This trend of higher costs is continuing. National’s operating 
expense per plane-mile increased from $1.39 for the calendar year 1951 to $1.50 
for the calendar year 1952—an increase of approximately 8 percent despite a 
1.75¢ decline in aircraft depreciation. 

The majority of the domestic trunkline carriers have experienced a sharply 
declining trend of profits since the end of 1951. Of the 14 domestic trunkline 
carriers, 10 experienced sharply declining profit trends during the first three 
quarters of 1952. Of the four showing a favorable trend (TWA, UAL, NWA, 
C&S), two (C&S and NWA) were still in the ‘‘need” class at the end of the third 
quarter of 1952. There is no sign that the upward spiral of operating expenses 
has abated. 

The air carriers are presently engaged in an extensive program of acquiring 
new, larger, faster aircraft in extensive quantities. Inauguration of service with 
these additional aircraft will in all probability have the effect of reducing load 
fuctors with a consequent increase in passenger-mile costs and a decrease in unit 
profits. It is an obvious—but too often overlooked axiom of air transportation 
economics—that unit costs and profits are governed in large part by the rela- 
tion between demand for air transportation and the supply of service. During 
recent months the demand for air transportation has been relatively heavy in 
relation to the supply producing high load factors and good profits. The “sup- 
ply” is being increased tremendously by new aircraft deliveries and there are 
strong indications that load factors will drop very substantially in the coming 
months with consequent reductions in profits. 

The Government has recently lifted price controls on many products on the 

heory that the law of supply and demand would take care of the problem. There 
is ample evidence that the same force is at work in the airline industry. 

During the months of November 1952 to January 1953, National took delivery 
on eight DC-6B aircraft—more than doubling its DC—6 fleet. It has scheduled 
for delivery in 1953—eight Convair 340 and 4 DC~7 aircraft. Eastern has aug- 
mented its fleet during the past year, adding a large number of Super Constella- 
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tion and Martin 404 aircraft. Other carriers are also adding substantial num- 
bers of new aircraft. 

These new aircraft not only portend declining load factors, but they also 
present the problem of very heavy financial commitments for the carriers. 
Nation’s current equipment program including the DC-6B aircraft recently ac- 
quired, the Convair and DC-7 aircraft (including spares) involves a total com- 
mitment of more than 28 million dollars. To liquidate this amount in five years 
would require earnings (including depreciation) of more than four and one-half 
million dollars annually. It is also necessary to accumulate reserves for the 
purchase of the gas turbine aircraft which are already entering the operational 
phase. Under such circumstances it would be almost unthinkable to further 
reduce the carrier’s profits. 

The very existence of this proceeding tends to impair the confidence of the 
public in airline securities. Airline securities are always classed as speculative 
in the investment field. The profits of the past two years have permitted the 
payment of dividends and the building up of some confidence in these securities 
as an investment. An investigation of this sort—threatening the very profits 
which are necessary to a stable dividend policy—tends to impair the confidence 
of the investing public in the industry at the very time when such confidence is 
most needed to secure the tremendous new capital needed to finance the shock- 
ingly expensive gas-turbine aircraft which will be required in the very near 
future. 

The time and effort necessary to carry out this investigation should be devoted 
to other matters which are of more importance to the development of air trans- 
portation. It is quite clear that the level of passenger fares is not unreasonably 
high and there are strong indications that the profits of the industry will be 
reduced further in the coming months as a result of the trend of increased costs 
and the probability of declining load factors with deliveries of additional new 
aircraft. 

National did not seek this investigation. It did not request the one dollar 
increase and did not install such increase until after the Board approved it for 
the industry. Nor did National file for the removal of the round-trip discount. 
Nevertheless, National finds itself a party to this large and cumbersome investi- 
gation. National has a very small economic and statistical staff which has been 
reduced to a minimum in order to cut operating expenses. It would be most 
burdensome and expensive for National to participate in this proceeding, and 
National respectfully submits that there is no reasonable justification under the 
facts for continuation of the proceeding. 

In view of the importance of the issue raised by this and similar motions 
recently filed by other carriers, it is respectfully requested that oral argument 
on this motion be granted. 

Wherefore, National moves that the proceeding be dismissed. 

Respectfully submitted. 

JOHN W. Cross, 

RIcHARD A, FITZGERALD, 

CuMMINGS, STANLEY, TruITT & Cross, 
Attorneys for National Airlines, Inc. 


CERTIFICATE OF SERVICE 


A copy of the foregoing motion has been served upon counsel for all parties 
of record by mailing a copy to them, properly addressed, postage prepaid. 


Riciwagp A. FrrzGERap. 

March 10, 1953. 

The Cuatrman. The witnesses in addition to Mr. Hardy for Wed- 
nesday at 2:30 will be American Society of Travel Agents and the 
Conference of Local Air Lines. 

I hope that you will take into consideration the two other witnesses 
besides yourself, Mr. Hardy. 

Mr. Harpy. I will, Mr. Chairman. 

Thank you for your fairness in giving me the opportunity to put 
all of my chestnuts here in the open for you. 





Vv 


s 


—se he Oot ok .* ew se CO eee 


—— ae a 





MONOPOLY PROBLEMS IN REGULATED INDUSTRIES 2237 


The Cuarrman. The committee is now adjourned. 

(Whereupon, at 4:35 p. m., the committee was adjourned, to recon- 
vene at 2:30 p. m., May 23, 1956.) 

(Mr. Hardy’s printed statement is as follows :) 


STATEMENT OF ALEXANDER G, Harpy, SENIOR VICE PRESIDENT, NATIONAL AIRLINES, 
INC. 


I am Alexander G. Hardy, senior vice president of National Airlines. I thank 
you for the privilege of appearing before you today to tell our side of the story. 

First, I want to talk about the moral issue. 

I should not be here were it not for the kind of testimony that has been 
presented on behalf of the nonsked North American Airlines and the misleading 
and inaccurate testimony thus far presented by other witnesses. 

The charges made before this committee that the certificated industry is one 
big monopoly are false and misleading. We who have the burden of fighting 
against large and strong competitors, day in and day out, find such charges pretty 
ridiculous. 

I want to make it clear that I am not here as a representative of any giant 
airline—to the contrary, I represent National Airlines, an airline which, since 
1938, has fought hard and long for its present route system, which, by the way, 
we operate totally free of subsidy. 

To illustrate the vigorous competition which exists in this industry I propose 
to tell you something about my company. 

National Airlines started out in 1934 with two Ryan 4-passenger single-engine 
planes, not much larger than Lindberg’s Spirit of St. Louis. These operated over 
a 150-mile route between Daytona Beach and St. Petersburg, Fla. When the Civil 
Aeronautics Act was passed in 1988 National was the smallest air carrier in 
the United States in terms of revenue and traffic. It certainly was not a trunk 
line. From the map you can see just how small we really were in those days. 
We then were awarded a route from Daytona Beach to Miami via St. Petersburg, 
Tampa, and other intermediate points. 

From that small local service beginning, National has grown to its present 
trunkline position, but National is still the smallest trunkline in the country, 
in terms of route miles, with only 2,800 route miles. Nevertheless, we carry the 
mail at the same nonsubsidized service rate as the larger carriers, and we carry 
it for that rate into some of the leanest stations in the entire country. 

I give you this background to acquaint the committee with the fact that I 
am speaking for one of the smaller carriers, a carrier which has grown and 
prospered under the Civil Aeronautics Act, and which has devoted itself to 
providing a real service to all of the public which it is authorized to serve. We 
are the carrier which has been most aggressive in providing the public the best 
service at the lowest cost. 

We are not a company begging special protection from the competition. 

We ask only one thing—that the rules which apply to us apply to everybody 
else. 

It amazes me to find North American Airlines, of all people, before this com- 
mittee. This is a subcommittee of the Judiciary Committee—our congressional 
guardian of fair play. 

It distresses me that this committee is not demanding that North American’s 
illegal activity be stopped now and that law and order be preserved. 

North American’s history is a financial fairy tale. It is a real lesson in 
“how to get rich by violating the law.” 

To hear the lawbreaker’s talk, the North American combine should be re- 
warded for its wholesale violation of the law by being singled out as the only 
earrier in the United States to receive the authority to operate all of the major 
routes in the Nation without showing a need for such service in a proceeding 
before the Civil Aeronautics Board, and without proving it is “fit, willing, and 
able” to provide the service. 

We had to doit. Why shouldn’t they? 

Let’s analyze North American. It is really the “Case of the Four Multimil- 
lionaires,” Fischgrund, Weiss, Levin, and Hart. And, “pressure” is their most 
important product. 

I heard testimony here which alleged that the certificated carriers are, in 
effect, “pressure artists.” North American’s millionaire Weiss made the charge, 
and accused the Government, as a result of such pressure, of a “conspiracy” to 
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do the nonskeds in. Well, gentlemen, your questions to Mr. Weiss revealed that 
he could cite no evidence to prove his outlandish, demagogic, and erroneous 
statements. Nor was his learned counsel, in extended testimony, able to bail 
him out. 

Other committees of the Congress are aware of North American’s pressure 
game. It is, no doubt, new to this committee. I suggest that this committee 
complete the record and investigate North American thoroughly—by so doing it 
will be obvious that the pressure tactics used to perpetuate their illegal activity 
is the type of activity which this committee should, and will, condemn most 
vigorously. 

Gentlemen, please investigate the facts and report to the American people 
how four multimillionaires, equipped with lobbyists, public relations experts, and 
lawyers can add to their millions while flaunting the law and making a monkey 
out of the United States Government and its agencies. 

For some years the nonskeds have been given favored treatment. They have 
been allowed to conduct so-called irregular, “but regular,” services without com- 
pliance with the law. This has resulted in a double standard of regulation. 
The certificated carriers have been precluded from operating over any routes 
except those covered by their own certificates. At the same time, some of the 
nonskeds have operated over the best routes in the United States on a regular 
basis in defiance of the Board and the courts. 

We do not advocate the exclusion of the nonskeds from air transportation, nor 
does the Civil Aeronautics Board. The Board has set up regulations within 
which these carriers can live, and many are doing it. Many of the nonskeds have 
testified before your committees of Congress that they have operated successfully 
under the Board’s present regulations. And now the new CAB decision gives 
the nonskeds even more latitude. Even so, North American, as you heard here, 
still wants to operate scheduled services without complying with the provisions 
of the act. 

North American now contends that this definance of the law should be re- 
warded by the Congress. They have the audacity to propose the perpetuation 
of the status of the nonskeds by giving the nonskeds in general, and North Amer- 
ican in particular, a special status which would exempt them from the rules 
which apply to everyone else. 

North American’s position is exactly like the proposition that the biggest and 
most successful bootlegger should be given a preferred position in the issuance of 
liquor licenses and that he should not even be required to satisfy the normal 
requirements for obtaining a liquor license. 

If anyone thinks I am overstating the case against North American and some 
of its counterparts, I want to make it clear that I charge North American with 
a deliberate campaign of wholesale violation of the law and defiance of the Civil 
Aeronautics Board—the agency set up by Congress to administer the act. They 
have gone far beyond the limits of their authority in their operations and so have 
many other nonskeds. 

North American openly admits and brags that they are violating the law. 
You heard millionaire Weiss brag here about his profits—he talked in the mil- 
lions. His partner, millionaire Fischgrund, bragged under oath about the same 
thing before a Senate committee. The shocking part of it is that these same men 
brag that they made those millions while violating the law. I submit that it is 
not hard to get rich if you’re not too careful how you earn your money. There 
are, no doubt, ways of violating the law that even seem, for a brief while, re- 
spectable. 

The four millionaire owners of North American and their crafty counsel would 
have believe these “poor little fellars” didn’t know what thelaw was all about. 
The CAB never made it clear to htme, the nonskeds holler. They claim that they 
were misled into their ill-gotten gains. This is so much tommyrot. 

Such misrepresentations cannot go unanswered. The CAB made the non- 
skeds place in the industry clear and definite. Make no mistake about it. If 
there can be any criticism of the CAB it is that the CAB was much too lenient 
with the lawbreakers. 

The Civil Aeronautics Act says that an air carrier must have a certificate 
before it can operate in air transportation. North American has no certificate 
and it has never gone through a certificate proceeding to get one until just 
recently. When the act was first passed, the Board issued an exemption regula- 
tion so that small fixed-base operators would be relieved of the necessity of ob- 
taining certificates, or complying with the other burdens of regulation prescribed 
by the act. The nonskeds began their operations in 1946 under that regulation 
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bee full knowledge that their operations could not be conducted on a regular 
sis. 

It was never a secret, as they'll now try to have you believe. Three key de 
cisions of the CAB defined the regulation with specificity. They were (1) The 
Investigation of Nonscheduled Air Services, (2) The Page Airway Investigation, 
and (3) The Transmarine Airlines Investigation. All three decisions, dated 
May 17, 1946, are in volume 6 of the CAB reports. 

Please read them. There you will find that the function and role of the non- 
skeds is set down in precise and specific terms. 

Those basic rules have not been changed. However, North American and 
other outlaw nonskeds have used that exemption as the base for their operations. 
The only reason they have been able to operate at all is because the CAB gave 
them limited authority. Certainly, the Board should not be criticized by North 
American for doing that. 

Using the color of authority created by the Board’s exemption to operate on 
an irregular basis, the North American combine has repeatedly and flagrantly 
violated the act. The Board didn’t terminate the authority of all these violators 
right away. The nonskeds were given repeated opportunities to comply with the 
regulations. Most of the nonskeds have complied and they are operating suc- 
cessfully within the scope of the Board’s irregular carrier rules. 

But not so North American. This group saw that they could clean up if they 
went into the coach business on a full-blast basis. So they cast aside any pre- 
tense of compliance with the Board’s regulations. They began to operate daily 
schedules departing at a definite time every day. That was in direct violation 
of the law. They are still doing it. 

Faced with this flagrant defiance of the act, the Board instituted enforcement 
proceedings against the nonskeds who make up the North American group. What 
else could it do? Despite all the Board’s efforts to exact compliance, North 
American goes on its merry way operating regular, scheduled services, and ad- 
vertising itself as one of the major airlines of the country. 

What are they complaining about? The act says they can’t operate without 
a certificate. The Board created a regulation which permitted them to conduct 
a limited service. Using that, they proceeded to conduct a regular service. 
They have made a large fortune in their illegal operations when many legitimate 
carriers have received little or no return for their stockholders. 

Has it been established in this hearing who owns this North American com- 
bine? How many stockholders are involved? The answers to these questions 
are necessary to see just how a few individuals got rick quick while defying 
this Government. 

The North American technique has been masterful. Whenever they are 
exposed—they switch the shell. Now their tune is “freedom of entry” and why 
should the horrible “grandfather carriers” get all the routes? Who whistles this 
tune for the four millionaires? 

I noted this committee requested from the Civil Aeronautics Board a list of 
former CAB personnel now with the scheduled carriers and vice versa. This 
list will no doubt, be used by North American to support the “conspiracy” charge 
leveled against the CAB by millionaire Weiss. What of North American and 
its representatives and lobbyists? 

I urge this committee to ask North American to supply a list. Such a list 
would show North American attorneys Hardy McClay and William C. Burt to 
have been top level lawyers at the CAB. Also, the list would show Senator 
Joseph P. O’Mahoney as a North American lobbyist, lawyer, and director. The 
list will show the name of Laurance Henderson, formerly staff director of the 
United States Senate Small Business Committee—and while on that job Hen- 
derson directed the preperation of several reports highly favorable to the North 
American cause. Henderson is now North American’s executive in charge of 
congressional affairs. Also, he has acquired a new assistant with excellent 
connections—a Mr. Bill Sturtevant. 

The list does not end there. What is the role of Maurice Rosenblatt, a high- 
powered North American lobbyist here in the halls of Congress? Mr. Rosen- 
blatt has another job—he is campaign director of the National Committee fur 
an Effective Congress. In that capacity, as I understand it, Mr. Rosenblatt 
raises money and makes contributions to the campaign of candidates favored 
by his committee. How does he separate the two jobs? 

The active role on behalf of North American by Gardner Jackson, a well- 
known figure here on the Hill, would also be interesting to determine. Mr. 
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Jackson is an effective lobbyist and a top officeholder in the Americans for 
Democratic Action. 

North American’s lobby force also has been graced by a feminine set. The past 
and present affiliations of the charming Misses Margaret Tucker, Kate Alfriend, 
Laura Barone, and Joan David also need looking into. 

Add to the list the politically well-connected Murray Chotiner and Raimond 
Bowles and it is little wonder that the copyrighted biweekly Independent 
Editorial Services’ newsletter in January 1954 said of the nonsked airlines’ 
lobby activities : 

“The strongest lobby under scrutiny in the incoming Congress is reputed to 
be that of the nonsked air operators. They boast a powerful ex-Senator on the 
payroll at $50,000 a year; a New York promoter who operates mainly from 
Capitol Hill; an attaché of a junior Senator, about whose activities the Defense 
Department has complained to the McCarthy Government Operations Committee ; 
and, last but not least, a White House aid and a nationally known columnist.” 

The master plan has worked. The four multimillionaires, behind the smoke- 
sereen of their lobbyists, lawyers, and public relations experts, have been posing 
as “small business.” ‘The smoke screen has permitted them to take several 
million dollars out of their illegal operations during very short periods without 
any real risks—compare the lot of North American’s millionaires with that of 
thousands of law-abiding, public-service-minded stockholders of the scheduled 
airlines. 

Let’s face it. North American Airlines is an out-and-out lawbreaker. It has 
not only violated the constituted law of this land—it has gone further and defied 
the duly constituted authorities whenever they have tried to exact compliance. 

This is an important issue, gentleman. This committee of Congress should do 
something to stop it. 

There is a simple question which this committee should ask itself. It is the 
issue of whether air transportation is to continue to be regulated or not regulated. 

It has been suggested that there has been a growing concentration on the part 
of those trunkline carriers—if you can call them trunkline carriers—who were in 
business in 1938 and who have become larger in 1955. It has also been suggested 
that there is a place in this scheme of air things for the so-called “pioneer” air- 
coach operator. And that operator will not offend the air transport economy or 
disclocate it if he confines his services to 21 of the top traflic-producing cities of 
this country. The only solution that I can suggest to those who would urge this 
type of operation is to propose legislation which would remove air transportation 
from any regulated status. Under this system, the North Americans of the 
United States could then compete in the atmosphere of free enterprise which they 
so constantly exalt. 

I can assure you that, despite the fact that National Airlines considers it a 
privilege and a duty to serve the small cities on our route which are marginal or 
unprofitable, we should be delighted to adjust our operation so that we fly north/ 
south, and east/west picking up the rich traffic at Boston, New York, Philadelphia, 
Washington, Los Angeles, San Francisco, Denver, Dallas, and Chicago destined 
for Miami and Habana. That would be the only equitable way to provide for 
what the North American crowd has in mind and urges before you. 

It is interesting that never in the course of any of their arguments have they 
suggested the elimination of regulation. And for a very wise and interesting 
reason. That reason, surprisingly enough, is that, without regulation, they 
would perish. It is startling that the only unfair competition which now exists in 
air transportation is the result of the operations of combines like North American 
who would talk out of one side of their mouth about free enterprise and out of the 
other side about the necessity that they be protected. 

If there are any rich routes that are going to be parcelled out, National Airlines 
should stand close to the front of the line and North American at the very rear. 
Further, the law-abiding, public-service-minded local service carriers of today 
might well be considered before the North American lawbreakers. 

What National Airlines has today, it fought for in the regulatory forum. 
There has been a lot of loose talk before this committee about the trunk lines of 
1938 and the trunk lines of 1955. We’re apparently one of those in both instances 
and, if we were a trunkline at the time of the passage of the Civil Aeronautics 
Act, then the local service airlines of today are indeed, by comparison, giant far- 
flung monopolies. 

“Freedom of entry,” the North American millionaires shout. Certainly no one 
would advocate gross discrimination against any and all American citizens—be 
they nonskeds, “grandfather carriers,” or the feeder airlines. “Freedom of 
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entry” in a regulated industry should mean “equal opportunity” under the 
standards of the act. The facts and reguired statutory tests should be weighed 
in the overall public interest. After all, the CAB is not regulating supermarkets. 

I am sure that you have the impression that the so-called pioneering of air- 
coach has been a brainchild of the nonscheduled airlines. I will not go into the 
question of the fact that this low-fare service is not an ingenious invention, but 
merely the application of certain economic principles to air transportation. 

Coach service is neither novel nor due to any particular group of people having 
a monopoly on it. Back in 1948, National Airlines installed sharply reduced 
summer excursion fares along the east coast of the United States. That tariff, 
which proposed rates at under 4 cents a mile, was suspended by the Board, justifi- 
ably or otherwise. The fact of the matter is that National filed a Miami-New 
York night coach fare in December of 1948, even before the nonskeds became 
aware of the long-haul transportation gold in that market. We were not given the 
authority by the CAB to operate under those fares until a year later in November 
of 1949. 

Would any member of this committee applaud us if we had defied the Board 
in that situation? Certainly, we had as much justification to disregard the 
Board’s order as North American has had in its disregard of law and order. We 
felt that the Board’s order was wrong, but we obeyed it because it is the law of 
our country. At the time we were laboring under Board prohibition, the non- 
skeds moved in and established their own low fares. 

I would like to submit a National Airlines’ flight schedule to be included in the 
record in this proceeding. Nothing more graphically illustrates the nature of 
our approach to public service. About 70 percent of all our trunk schedules are 
coach and the accommodations are commodious and comfortable, not cattle-car 
arrangements. You will also note in this schedule that we provide excellent 
service to the smaller cities on our route system regardless of the small amount of 
traffic generated at those points. This is the real test of public service. 

It would be downright shameful, if, in the face of National’s respect for the 
law, the richest routes in the United States were turned over to the greatest law- 
breakers. The Government would be setting a precedent which would constitute 
an invitation to continued and increasing violations of civil aviation law. 

I feel that the Congress has the responsibility to stop the continuing illegal 
operations of the nonskeds. How long are you going to permit the nonskeds to 
flaunt the laws of our country? 

Gentlemen, the law should remain as itis now. Even a nonsked should prove 
public convenience and necessity, and that it is fit, willing, and able to provide the 
service. 

It is the duty of the Congress to see that the law is enforced. No more is 
required. 

WHO PIONEERED AIR COACH? 


The nonskeds’ claim that they pioneered low-fare service is, indeed, misleading. 
The origin of low-fare services is somewhat difficult to tie down due to the fact 
that many nonskeds filed neither tariffs nor reports in the earlier days. As a 
matter of fact, during the postwar equipment shortage, the nonskeds were goug- 
ing the public during the peak seasons with fares substantially higher than our 
first-class fares. Any seasoned traveler will tell you that nonskeds in peak 
periods right after the war exacted as much as $100 one-way for a trip when our 
fare was $56 for the same trip. 

As I said before, we do know that National Airlines tried to install sharply 
reduced summer excursion fares in early 1948, but the Civil Aeronautics Board 
felt that such a fare cut was not warranted, so our tariff was suspended. 

National was not aware of any appreciable coach services by the nonskeds 
at that time. Nor were we aware of any substantial coach services by the non- 
skeds when we filed our first Miami-New York night coach fare in December 
1948. That was also suspended by the Board. 

It was not until the summer of 1949 that National was permitted to install 
a summer excursion tariff and not until November 1949 that it was permitted to 
install a night-coach operation. 

Even after Nationa) obtained authority to operate coach service in November 
1949, it was restricted by the Civil Aeronautics Board to operations departing 
in the middle of the nicht, with only one stewardess and with no food for the 
passengers. However, the nonskeds had no such restrictions. 

National’s efforts to install a daylight coach service in late 1949 and early 
1950, and to install DC-6 daylight coach service in mid-1950 were suspended by 
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the Board. We even went to court to obtain relief from the suspension of our 
DC-6 daylight coach tariff, but without success. It is significant to note that 
the Air Coach Transport Association (the nonskeds) filed a complaint against 
National’s DC-6 daylight coach tariff at that time. It was too low. 

It was not until July 1951, after extensive public hearings, that we obtained 
authority to operate a DC-6 daylight coach service. In the meantime, the non- 
skeds had firmly established themselves in the coach market. In this connection 
the C46 story should be told. 

During the same period that the nonskeds moved in with coach service the 
nonskeds were permitted to fly C-46 airplanes. The CAB would not let the 
scheduled carriers fly C-46 airplanes and still do not permit it today in any 
passenger operations. The nonskeds still fly C-46 aircraft. Also, the nonskeds 
could fly coach day or night; we could not. They gave free meals; we could 
not. They had no density requirements; we did. And they got the C—46 aircraft 
at bargain-basement rates from the Government. 

I do not mean to be unduly critical of the Board in reviewing these facts. 
When National first proposed lowering the fare and entering the coach market, 
the industry was suffering serious operating losses which involved increased 
mail pay. The Board was of the opinion that such fare reductions would result 
in reduced revenues and heavier operating losses. We disagreed. The Board 
wanted to move slowly, awaiting the outcome of the experiments with air-coach 
service. 

We do not condemn the Board for this policy. They were charged with respon- 
sibility for the financial soundness of an entire industry which was in the throes 
of a financial crisis. They apparently felt that the chances of financial success 
for air-coach service at that tme were dubious and the burden on the Govern- 
ment might be increased. We think subsequent events have proved them wrong, 
but they had a real problem to face and proceeded with caution. 

My point here is that there was no reluctance on our part to enter the field 
of coach service. National was straining at every muscle to get into the coach 
business. Coach service was not a novel idea of the nonskeds. And please do 
not for a moment believe that National was driven into coach operations by 
North American. National had coach fares before North American came into 
being. National’s record for progress in the low-fare market is unequaled in the 
industry. We had to abide by the regulations of the Board, and we did so. We 
see no reason why the nonskeds should not do the same. 

This review of the facts regarding coach services brings out two factors which 
are important here: (1) North American is not the originator of air-coach serv- 
ice; (2) the CAB has been most generous in its treatment of the irregular 
carriers. 

The Board gave these carriers the opportunity to onerate without the necessity 
of obtaining certificates. It permitted them to operate low-fare services without 
restriction at a time when the certificated carriers were prohibited from operat- 
ing such services. The Board also permitted these nonskeds to use aircraft 
which the certificated carriers could not. nse in passenger service: and it per- 
mitted them to offer services such as free meals which were prohibited on the 
coach services of the scheduled carriers. 

The Board’s action in issuing so-called letters of registration to the irregulars 
has enabled North American and certain other nonskeds to violate the Civil 
Aeronautics Act over a period of years in open defiance of the Board. 

Finally, the Board gave the nonskeds virtually everything they asked for 
in the recent large irregular investigation. Anyone acquainted with that case 
would be flabbergasted to hear—as we have heard in these hearings—that the 
Board favors the certificated carriers. We make no charges on that. score, 
but if there is any evidence of favoritism it is in favor of the irregular carriers 
and against the certificated carriers. 

If you have any doubt on this point take a look at the present alinement 
in the court of appeals. There the certificated carriers are appealing for 
reversal of the decision in the Irregular case. The Board and the large irregu- 
lar carriers are both vigorously supporting the Board’s decision. This includes 
both the ACTA and IMATA, 

The “conspiracy charge” by North American is a paranoic symptom engendered 
by North American’s inability, thus far, to parlay its flagrant law violation in 
a super air transport route network—far superior to that held by any of the 
law-abiding carriers who have been patiently serving the public for periods 
running back as long as 25 to 30 years. 
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CONSTRUCTIONS OF AIRLINE FARES 


During the initial stages of these hearings it was brought out that the fares 
charged by National and Eastern between New York and Florida are figured 
over mileages via intermediate points. The way the record now stands, it 
appears that the fare is based over a zigzag course via many intermediate points. 
Actually, the first-class fare is based on the mileage over a route extending 
through Norfolk, Va., Wilmington, N. C., and Jacksonville, Fla., even though 
many flights operate via a more circuitous routing. 

It was not brought out by the previous witnesses at that time, however, 
that the coach fares are based on the direct nonstop mileage, and by far the 
larger part of our services are coach on the New York-Miami route. It should 
also be carefully noted that we do not operate via the direct route. All flights 
travel more than the direct mileage—they have to follow the airways for a 
part of the distance. Many make stops—even on nonstops—at points such 
as Washington, Jacksonville, and Tampa. Even the nonstops have to operate 
over Jacksonville on many flights because of weather or missile firings. De- 
fense warning areas require detours all up and down the east coast. 

As to the first-class flights, which are theoretically priced on the mileage via 
Norfolk and Jacksonville, I want to point out that the mileage is only an 
arbitrary base upon which fares are built. If the direct mileage were used as 
a base we would no doubt be justified in charging a higher fare per mile. The 
mileage used for fare construction is not the important factor. 

The really important test is how much we receive for each mile operated. 
This is called the passenger yield. The CAB records show that National has 
the lowest yield in the industry—year in and year out. Only TWA challenges 
us on this score and they are usually higher than National. 


WHAT ABOUT COMPETITION ? 


Is the industry competitive? Is competition balanced? Do the antitrust laws 
apply to this industry? Has monopoly developed under the Civil Aeronautics 
Act? All these questions have been asked of witnesses in this hearing—the 
record of my company can best answer most of those questions. 

Strange as it may seem, only 6 years ago National was fighting for its life 
in docket No. 3500—an investigation instituted by the CAB to “dismember” 
National because National’s route structure was not strong enough to permit 
National to become a nonsubsidized carrier. Important to note is that no 
nonskeds filed for National’s routes at that time. Now, ironically, the ques- 
tion is before us whether the only profitable route on National’s system is suf- 
ficiently strong to stand more competition. 

Since 1950, National has pulled itself up by its bootstraps to the healthy posi- 
tion it now enjoys in the industry. This didn’t happen by accident. This has 
required initiative, aggressiveness, and capacity for hard work on the part of 
National’s entire organization. 

A quick review of what National has done to make itself “subsidy-free” sup- 
plies the answer to our recent traffic development. 

I ask this committee to mark National’s program to develop its small route 
system. 

(1) National put in the first nonstop four engine service between New 
York-Miami. 

(2) National was the first carrier to start a large scale reduced-fair 
air travel program. These fares were repeatedly opposed by other car- 
riers including the nonskeds, and it took almost 4 years of continuing effort 
or until 1952 before National was permitted to operate fully its reduced- 
fare program. 

(3) National carried the ball single handedly on daylight coach service. 

(4) National developed the cooperative Florida summer-package vacation 
program. 

(5) National led the way in providing real first-class, two-abreast luxury 
service. 

(6) National kept in the forefront of the industry with the latest, fastest, 
and finest equipment for service on this route. 

(7) National out-advertised the industry. 

(8) National was first in operating DC-7—3% hour service—New York-— 
Miami, 
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(9) National developed the overwater Great Circle routing which reduced 
the New York-Miami mileage by 140 miles and the flying time by nearly one- 
half hour. 

The above are just a few of National’s accomplishments. We went after the 
traffic, created the demand, and made a go of it, as the record proves. 

National’s subsidy requirement was a problem for the Board in 1948—49, 
National has, temporarily at least, solved that problem by private enterprise 
and without Government aid. The Government cannot now foster and develop 
a sound transportation system by additional and useless competition. No indus- 
try can long survive when the reward for the effort required to establish self- 
sufficiency is to receive crippling competition. Facts and circumstances on each 
route segment must be verified in public hearings. 

What is the competitive situation on our route? These are the stubborn facts: 

(1) The New York-Florida route has an adequate and as fine air service 
as any in the world. 

(a) It is served with and will continue to be served with the finest 
aircraft available. 

(b) This route has more coach service and National provides better 
first-class service than now provided on any route in the country. 

(c) The New York-Florida route has the largest amount of available 
space of any major route in the country. 

(2) The New York-Florida route has the benefit of the most intensive 
competition i nthe world today. 

(a) Whatever measure is used to determine effective competition, 
Eastern and National more than meet the test. Modern equipment— 
we have it. Coach service in large volume—we have it. Low fares—we 
have them. Superior service—we have it. Advertising and sales—we 
have it. Frequency of service and nonstops—we have them. 


WHAT FOR THE FUTURE? 


National has officially committed the expenditure of $105 million which, among 
other things, includes the purchase of new aircraft of the latest types available. 

Under present plans this calls for the purchase of 6 Convair 440’s and 4 DC~7’s 
to be delivered in mid-1956 and 1957—a minimum of 6 jet aircraft for delivery in 
1959 and 1960, with option for delivery of an additional 6 in 1961 and 1962. The 
purchase of 23 turboprops for delivery in 1959 and 1960. 

The DC-7 aircraft with spare parts will cost approximately $2,400,000 each. 
National schedules this airplane between New York and Miami in 3 hours and 30 
minutes. The standard configuration seating capacity is 69 seats, and it has 
a coach capacity of 89 seats. 

Our turboprops will have cruising speeds of 450 miles per hour, seat-mile costs 
comparable to present equipment, and will operate nonstop New York—Miami. 
The turboprops with spare parts cost $2,500,000 each. 

Jets, including spare parts, will represent an investment of $6 million per air- 
craft. They will operate at a speed of about 550 miles per hour and will be sched- 
uled between New York and Miami in a little over 2 hours. They will have seat- 
ing capacities from 85 to 130, depending on the type of service. The fleet of 6 jets 
should provide utilization of 9 to 10 hours per day per aircraft. 

National has a good history of having planned and prepared soundly. As a 
result of service innovations, National has succeeded in competing effectively 
with Eastern. But, in a highly competitive market, it is necessary for any car- 
rier to make equipment commitments sevéral years in advance in order to retain 
its share of the traffic and compete effectively. If National is to have turboprop 
and jet aircraft in service to match Eastern in 1957 and 1960, National had to 
commit itself in 1955. 

This new equipment purchase program is National’s judgment as to what will 
be necessary in order to maintain its competitive position on the New York—Miami 
route. 

When 1957 and 1960 arrive, National will place in service new fleets purchased 
in 1955. The total commitment for new aircraft under this program will total 
about $100 million. All airlines will have to make larger and larger investments 
in flight equipment as turboprops and jets are placed in service. The cost per 
seat of each new type of aircraft has steadily increased ; but more or less moder- 
ately until the advent of the jets. The economics of these matters are, no doubt, 
of vital interest to this committee. 
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The Lodestar at time of original purchase cost approximately $6,000 per seat; 
the DC-4 approximately $8,700 per seat ; the DC—6 approximately $11,000 per seat ; 
the DC-6B approximately $17,000 per seat; and the DC—7 approximately $24,000 
per seat, but the DC-8 or Boeing 707 will cost approximately $46,000 per seat. It 
is obvious, therefore, that the airlines must secure higher utilization and greater 
seat-mile production from them in order to make their operation economically 
justifiable. This makes it necessary that an air carrier have available a large 
traffic potential in order to justify the purchase and introduction of the new- 
type airplanes being proposed. 

The seriousness of the risks involved in the proposals mentioned before this 
committee can be judged in the light of the following figures. In 1949 National, 
for example, had an investment of roughly $7 million. By the close of 1954 invest- 
ment had increased over 300 percent to more than $27 million. In 1949, a net oper- 
ating income of $952,000 was required to pay National 7 percent return after 
taxes on its 1949 investment. National only made from operations $136,098 in 
1949. In 1954, a 7-percent return on investment required $3,780,000 net operating 
income. National only made from operations $2,987,761 in 1954. 

The capital expansion program of $100 million mentioned above will result in 
a total investment for National in 1960—roughly three times as great as in 1954. 
Net operating income required to provide National with 7 percent net income after 
taxes on such an investment will exceed $11 million. 

I insist that National, or any carrier, would be derelict not to plan to meet 
future service requirements. Uneconomic competition in the jet age promises to 
be exceedingly expensive to the public. 

I believe very strongly that where an important airline route is self-sufficient 
at the present and where that route is well and adequately served at the present 
there must be careful and detailed study made before competition is added, espe- 
cially when it is clear that no important public benefit would result from the 
added competition. 

A carrier’s ability to meet its present and future capital requirements is a real 
element of competitive balance. Our present funded indebtedness requires the 
payment of approximately $2,200,000 annually. If our funded debt reaches 
$25 million as it may under the expansion program, we must make annual repay- 
ments approximating $6 million. We believe we can meet these requirements if 
we are not subjected to useless competition, and if we are not subjected to seri- 
ous economic reversals, but it is apparent that we will have a substantial finan- 
cial burden to earry during the next several years. 

The advent of jet equipment creates an entirely new route program for the 
Civil Aeronautics Board. A minimum route mileage with sufficient traffic density 
to support long-haul nonstop operations will be required for jet operation to avoid 
subsidy. There is no alternative—failure to enter the jet field is suicide for a car- 
rier pitted against aggressive competition. Any carrier which does not operate 
jets cannot survive against jet competition. 

In an attempt to bring this present situation into proper perspective I want 
to recall some of the errors of the past which occurred during a similar transi- 
tion period. The Board and the industry are not without experience as to the 
devastating effect resulting from an abrupt increase in seat-mile productivity. 
The weight of the warning in this industry is so great that a review of the Board’s 
own annual reports to the Congress for 1946, 1947, and 1948 should be made a 
part of this record. 

The foregoing three successive annual reports of the Board show what happens 
when a short-range decision is made. This industry is now old enough to begin 
to avoid these rags-to-riches cycles with proper planning. Because of the far 
greater equipment investment involved, the next such swing of the pendulum 
will be vastly more critical for the industry and hasty action at this time could 
well result in the drain on the Public Treasury being many times greater. 

Another very serious question the CAB always has before it for considera- 
tion is just what effect new route awards will have upon existing competitive 
balance. Relevant factors are different in each case—a keyhole approach 
must be avoided. 

Size of competitors in a given market is relevant to future deliberations, 
Likewise, the test in the public interest is not a carrier's ability to compete 
in time of prosperity—rather it is the carrier's ability to compete and operate 
self-sufficiently in times of adversity. The need for economic strength, in 
order to survive periods of economic stress, is apparent if we look back only 
a few years to the summer of 1948. During the winter of 1946-47, and 
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early spring of 1947, National was operating profitably without subsidy, Over 
the Memorial Day weekend in 1947 and within a few days thereafter there 
were three serious and highly publicized accidents involving DC—4 aircraft 
operated by United, Eastern, and Capital. These accidents were followed 
during the balance of the summer by two DC-6 accidents which kept the issue 
af safety in air travel constantly before the public in a most adverse light. 
Coincident with the beginning of this series of accidents, Eastern began accept- 
ing deliveries on its Constellations and National on its DC-6’s. Thus, we had 
a very substantial increase in service while the traffic experienced a very 
serious decline. 

As a result National lost $1,139,000 during the period June through October 
1947, with a resultant reduction in its working capital. As it happened, the 
decline in traffic demand occurred at the exact time when we were most in 
need of maximum revenues in order to weather our heaviest period of capital 
requirements. 

On top of this adverse period we had the unfortunate experience of having 
our DC-6 fleet grounded in November 1947, and the grounding continued 
through the following Florida season so that we had no opportunity to recoup 
our summer losses during the high season. Jet operations could experience, 
God forbid, the same hazards. 

Next, we had the pilot strike which began in February 1948. This develop- 
ment coming on top of the grounding and our prior losses knocked us com- 
pletely out of the market during the winter season. The combination of the 
factors which I have noted—namely, the general decline in traffic which con- 
tinued throughout the year 1948 and into 1949, the grounding of the DC-6 
aircraft, and the pilot strike at the height of the winter season—all combined 
to place National in a serious financial position. 

I am reviewing this relatively recent history to illustrate the fallacy of assum- 
ing that a carrier can be presumed to be able to weather future economic crises 
merely because its current position is profitable. This is especially important 
if a small carrier is competing against a large carrier which has accumulated 
very substantial financial reserves. 

Convinced as we are of the truth of these statements we believe this problem 
of added competition presents a clearly defined test of the foresight of the Civil 
Aeronautics Board. In our opinion the question is, Will the Board have the 
courage to withstand the rather obvious political and other pressures to which 
it is being subjected and assert sufficient independence of judgment to maintain 
a sound route program adapted to the current technological development of the 
industry? 

The psychological effect of repetition is a potent factor. When this is coupled 
with widespread efforts by some of the applicants before the CAB to enlist 
the support of Members of Congress and city officials, the facts and essential 
issues become hidden in a maze of continuing allegations. 

The future of the jet age in this industry can be assured only by following 
a wise and informed course with the overall public interest being the decisive 
factor. 

ARE AIRLINE PROFITS TOO HIGH? 


In the early stage of this hearing the committee has heard many incorrect 
statements regarding profits, rates of return, and the overall financial status 
of the certificated airline industry. 

Certain materials submitted to this committee contain inaccurate figures, 
as well as studies, based upon improper economic assumptions. Again, keyhole 
judgments carry great risk of very serious error; also, the broad, industry aver- 
uge approach doesn’t fit particular situations. 

For your consideration I am going to make some general observations re- 
lating to the economics of my company’s operations so as to acquaint this com- 
mittee with an individual example to contrast with the industry figures submit- 
ted by the CAB and the ATA. 

First of all, the CAB’s material submitted in answer to your request con- 
veys the impression that National in recent years has had the highest rates 
of return in the industry. Pinpointed, proper rate of return figures based upon 
accepted economic analysis just don’t support any such conclusion. 

National has been a trunkline carrier since 1944 (the time of National’s award 
of the New York-Miami route). Since 1944 National’s operating profits related 
to investment for the 12-year period have resulted in an average rate of return 
en investment of 7.1 percent. 
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For the past 2 years—1954 and 1955—National’s rate of return on invest- 
ment has been 8.4 percent. And, for 6 of the past 8 years (omitting 1948 and 
1951) National’s rate of return on investment has been 8.3 percent. 

The year 1951 has been omitted in the above computation because operating 
results during 1951 were a direct result of the Korean war stimulus to traf- 
fic superimposed upon the surging buildup of coach traffic. Sound economic 
analysis dictates the omission of such unusually abnormal years so that an 
accurate trend can be established. However, for the opposite reason the 
year 1948 has been omitted—our operating experience in 1948 was unusually 
subnormal. 

The following figures on file with the Civil Aeronautics Board support the 
above computations: 


National's rate of return on investment (system operations) * 


Rate of return 
on invest- 
ment 


‘ | Net operat- | Average 
Fiscal ye a pees Ane t 
seal year | ing income 2 | investment 3 


Thousands | Thousands 
$5 | $1,118 | 
158 | 2, 335 
115 3, 890 


Percent 
| 
400 5. 509 | 
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Average rate of return, last 2 years, 1954-55......_........___- , 796 56, 697 | 


1 CAB form 41 reports. 
2 Net operating income after taxes. 
3 Computed on CAB system used in CAB Quarterly Operating Factors. 


As you can see above, when National’s earnings are thus properly evaluated, 
the company’s rate of earnings in recent years is found to be no more than ap- 
propriate. In fact, it will require a hercuiean effort on our part to fulfill the 
commitments I have outlined to the committee in order to maintain the required 
competitive balance against our aggressive and rich competitor, Eastern. 

True, we have realized nonoperating profits (plowed back for new equipment) 
from the sale of obsolete equipment, but a proper evaluation of National’s ca- 
pacity to compete in the future must sever nonrecurrent factors and must focus 
upon rates of return on operations. Anticipation of nonoperating profits from 
equipment sales would be unsound and speculative. To base future planning on 
assumed nonoperating profits would be akin to diving into a swimming pool in 
the dark without knowing whether there is water in the pool. 

The facts in National’s case demonstrate the fallacy of the widespread notion 
that this industry realized a very high rate of return on investment. 

As can be seen in the above computation, National’s rate of return for the past 
2 years has been 8.4 percent; for 6 of the last 8 years it was 8.3 percent; and 
for the entire length of our trunkline existence (12 years) it was 7.1 percent. 

In. 1951, great argument would have been founded upon National’s high rate of 
return during 1951, but the experience of the years following prove that added 
competition, reduced fares, or the like at that time would have proven to be a 
mistake. As you will note our rate of return in 1954 slipped to 5.4 percent. 
Such a contrast is an excellent example how a keyhole judgment of such matters 
carries great risk of very serious error. 

The 1951 experience may well never be repeated. Korea supplied the stimulus 
and our investment was relatively small. If I leave nothing else with this com- 
mittee, I urge that it is sound and important in evaluating a carrier’s future 
earnings, to keep one eye fixed upon prospective increases in the carrier’s invest- 
ment base required to stay competitive and the other eye on the increases in 
revenues which will be necessary to sustain an adequate pattern of service over 
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the routes in question in the jet age. Whether profits are too high in each indi- 
vidual case must be determined on the basis of the facts in each individual 
case—general application can never be a cure-all for each case. 

In considering the ability of any carrier to withstand profit reductions, rate 
changes, added competition, or what have you, it would be unsound to rely on the 
syllogisms alluded to in this hearing. The fallacy of syllogistic argument is 
quite obvious. Profit and multicompetition are woven together. If a route 
produces only a relatively small part of the revenues of the carriers serving it, 
the question of adding yet another carrier would not make much difference. 
However, if the route produces the large part of the revenues of any carrier 
— the route, the question of adding com,yetition would be a very different 
ssue, 

Little National in competition with big Eastern is a good example. Over 70 
percent of National’s revenues come from the New York-Miami route. It is 
National’s backbone route whereas it is only one of many choice routes for 
Eastern. National is probably unique in being the only trunk carrier to have such 
complete dependence upon a single route. But, unlike the nonskeds the profits 
from that single route must support a large network of short-haul, short-hop, 
low-load-factor, deficit-producing operations. 

National must have its east coast gains to carry the losses of its short-haul 
operations. If the profits of the east coast are lost by added competition, the 
public must pay the subsidy required to sustain and continue these loss operations 
which National presently supports out of its east coast net. There can be no 
question as to the public need for the short-haul services which National provides 
up and down the Atlantic coast, within Florida, to and from Cuba, and all along 
route 39. The operating characteristics of this extensive short-haul system are 
such that they will require either public or private support for the foreseeable 
future. 

In my opinion, it is completely contrary to Government policy to add the costs 
of this extensive loss operation to the public subsidy bill. As matters stand, 
National supports these losses out of east coast long-haul profits, but the pro- 
posals I have heard here will so seriously dilute or destroy National’s east coast 
profits that the support for our short-haul services will come from the Public 
Treasury—and in 1954 the total loss for these services was $3,300,000. National 
bore that brunt. 

The above facts and circumstances simply prove that National does not have 
a surplus rate of earnings. 

In considering profits from National’s operations and its future financial self- 
sufficiency, it is most important to consider the fact that the relatively modest 
operating profits of the past few years have been achieved under ideal conditions. 
The period since 1949 has been a period of unparalleled and surging prosperity 
stimulated very substantially by the sharply increased national defense program, 
resulting in remarkable increases in personal income and vacation travel. 

If, as is certainly a real possibility, the economic climate should level off or 
take a turn for the worse—it is clear that National or any other carrier will 
have a real burden in keeping its operations on a profitable level in competition 
with a tremendously dominant and financially strong competitor. The new 
non-sked award by the Board is worry enough. 

This committee and the Civil Aeronautics Board must study the competitive 
environment for any carrier. Exhaustive study and expert analysis in each 
individual case is required. Sweeping statements such as “freedom of entry,” 
‘Jack of multicompetition between major points,” “high profits,’ and many 
others such as I have heard in the last few weeks are always impressive, but 
they will not stand the statutory test required by the Civil Aeronautics Act. 

On the basis of facts such as I have reviewed, it is clear that careful study 
must be made to support lower fares, reduced profits, or added competition. 
The many vacuum-packed slogans voiced here must be taken with a grain of 
salt. 

GENERAL PASSENGER FARE INVESTIGATION 


Much to-do has been made for the need of a general passenger fare investiga- 
tion in these hearings before this committee. On behalf of National Airlines, I 
want to state that we are not ducking from, nor are we afraid of a passenger- 
fare investigation. We opposed it in 1953 as being unnecessary and burden- 
some, Our experience since that time has proved us right. Our passenger-mile 
yield has continually declined since 1950. It is now about 85 percent of our 
1950 yield. 
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We are not seeking fare increases now—but, I am sure that an objective full- 
fledge investigation will justify the need for higher fares to meet increasing 
costs. Any time the CAB orders a general passenger-fare investigation it must 
be prepared to permit fare increases as well as reductions. The public’s best 
buy today is an airline ticket. Our aim is to maintain the low-level fares we 
haye now by developing further cost innovations to avoid increasing the price 
in the jet age. Don’t forget we refused to increase fares in 1948 when the CAB 
asked us to increase our fares by 10 percent; and we refused CAB coach-fare 
increases of 12% percent in 1950. But the CAB forced them on us. 

National opposed the passenger-fare investigation in 1953 for the reason set 
forth in our motion to dismiss. I submit a copy for the record and request that 
the committee read our motion to dismiss for it will cast another light on the 
entire matter. 

As of today, National does not oppose a passenger-fare investigation, but 
believes it would result in higher fares—not lower fares—because of the econom- 
ics I outlined earlier. 

I want to clear the air of the implication that we are gouging the public. A 
passenger-fare investigation will do it. On the other hand—I believe such an 
investigation will merely be a waste of time, money, and energy and that it will 
result in a freezing of present airline prices—halting the downward trend 
which has been taking place since 1950. 

I also fear that such an investigation may end up in a continuing order under 
which no changes in fares can be made without a proceeding before the Board. 
We have such an order in the field of airfreight rates now. If anyone wants to 
reduce airfreight rates below a certain level he must petition the Board for 
adjustment of the minimum rate order and often this requires formal hearings. 
I do not believe the public would be benefited by such a straitjacket on pas- 
senger fares. 

Despite all the conversation about a general fare investigation the Board 
controls the level of fares on a very strict basis—down to the last 25 cents. The 
Board bas suspended certain of our tariff filings because the fare was as little 
as 25 cents different from their standard. 

In final analysis, I believe the Board’s program of controlling fares by the 
common law case method and staff study has been very successful and much more 
effective than a formal investigation. From this process exact standards have 
evolved. However, I repeat that National does not object to a formal investiga- 
tion because we are anxious to prove that there is no substance to the implied 
charges that the airlines are conspiring with the CAB to keep fares unreasonably 
high. 

HOW DO AIRLINES COMPARE WITH OTHER PUBLIC UTILITIES 


It is misleading and inappropriate to compare airline profit, operation and 
competition with traditional public utility standards. 

First, history has shown that air-carrier profits are unstable when compared 
with traditional publie utilities such as gas and electric companies, telephone 
companies, and pipelines (even railroads). The basic reason for this is that 
airlines are not monopolies. Traditional public utilities are regulated monopo- 
lies whereas airlines are regulated competitors. 

Airlines have to compete with other airlines on all major routes—and of equal, 
if not of greater, importance is the- competition with buses, passenger trains, 
and the private automobile. When gas companies, electric companies, telephone 
companies, and comparable utilities experience declining profits they can raise 
their prices and the users of their service have no practical alternative since 
these traditional public utilities are real monopolies. To a somewhat lesser 
degree railroads can assure themselves of a profit by increasing freight rates 
for there are many shipments for which there is no practical alternative to the 
users of rail service. This is not true of airlines, 

It is not always possible for airlines to prevent crippling losses by adjusting 
their prices upward. In practice it is seldom possible to do so. Hence, unlike 
other public service companies, it is necessary to permit air carriers to make 
a larger return when conditions are favorable if they are to carry on successfully 
when conditions are unfavorable. This is especially important when we consider 
that the air carriers’ ability to produce a satisfactory service depends on their 
ability to buy the fabulously expensive aircraft I referred to earlier. 

Another thing to remember—an air carrier’s ability to make a reasonably 
adequate profit in favorable times is also extremely important to the preserva- 
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tion of competition. Financial stress and inadequate reserves for the smaller 
carriers breed monopoly. 

One need only look back to 1948 and 1949 to see what happens when the weak 
carriers come on bad times. The idea of the larger carriers taking over their 
smaller competitors was most popular even in the Congress and certain routes 
fell to larger competitors in the process, e. g., American Overseas went to Pan 
American and Western’s Route 68 went to United. 

At that time National was casually placed on the auction block by the CAB 
for parceling out to Pan American and Eastern—and there was scant opposition 
to the idea either in the Congress or elsewhere. 

Second, airlines have a much more rapid turnover of their capital than do the 
traditional public utilities. Airliens must be prepared to replace their basic 
plant (aircraft) within a period of 5 to 10 years. Heavy utilities can plan to 
use their basic plants for periods of 20 to 30 years. Because of such difference 
a relatively small decline in airline revenues can wipe out the earnings accumu- 
lated over many years within a period of less than a single year. That actually 
happened to National over a period of 6 months in 1947. 

Third, the theory that airlines are guaranteed a profit under the mail rate 
provisions of the Civil Aeronautics Act is not borne out by experience. The 
industry lost large amounts of money in 1946 and 1947 despite mail pay sub- 
sidy. National sustained serious net losses in fiscal year 1948 despite mail pay 
assistance. 

Fourth, by any objective standard airlines are much more comparable to bus 
and trucking companies than to other public service companies. And, to be 
sure bus and trucking companies do not require the continual heavy capital 
investment and persistent technological improvement required of airlines. Even 
so, airline profits have been much smaller than bus and trucking line profits dur- 
ing the past several years. The CAB data reflecting this comparison, as well as 
the comparison with other public service companies, is most revealing and 
speaks for itself. For the years 1947 through 1953, the only complete data avail- 
able at the CAB for all the industries set forth below, the airline industry did 
not make the high profits that some of the prior witnesses would have you believe. 


Airline earnings compared to bus, trucking and other public service industries ‘ 


Rate of return 
Industry on investment, 


1947 through 1953: percent 
III saci ns nsereaspers aan ab ew kes aaa abled ded acaba hata connate 5. 89 
a ie ce el eB ae A ee 10. 67 
Trucklines 
Railroads 
Electric and power 
Natural gas 
Telephone 


DO THE ANTITRUST LAWS APPLY TO THE SCHEDULED AIRLINES? 


In connection with Chairman Celler’s bill, H. R. 8762, it is significant to note 
that the Civil Aeronautics Board now has the express mandate to enforce the 
“antitrust laws” of this country. 

Section II of the Clayton Act (15 U. 8. C. 21) provides in part: 

“That authority to enforce compliance with sections 2, 3, 7, and 8 of the act 
by the persons respectively subject thereto is hereby vested: * * * in the Civil 
Aeronautics Authority where applicable to air carriers and foreign air carriers 
subject to the Civil Aeronautics Act of 1958; * * *” 

Recognition of this mandate appears in section 1107 (g) of the Civil Aero- 
nautics Act wherein the vested authority to enforce the Clayton Act has been 
physically incorporated into the Civil Aeronautics Act. Unless the CAB immu- 
nizes a carrier from the antitrust laws under section 414 of the act the antitrust 
laws are just as much a part of the act as is any other provision thereof. 

Accordingly, it is my view that the passage of H. R. 9762 is unnecessary. 


2 Source : CAB. 
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CONCLUSION 


I trust that this committee has been enlightened somewhat by my testimony. 
After these hearings have been concluded I feel certain that the committee will 
realize that there is strenuous and effective competition in this industry and 
that the Civil Aeronautics Act has accomplished the purpose for which it was 
enacted by Congress. 

In fact, commendation to the CAB and the certificated air carriers is in 
order. Every American can look with pride to the fact that the air transport 
system of the United States is the best in the world. The competitive routes and 
added carriers certificated by the CAB since 1938 have been set forth in detail 
in the CAB testimony. Even unsuccessful applicants cannot come forward and 
seriously state that the Civil Aeronautics Board has eliminated competition 
by “bureaucratic edict.” 

It is respectfully urged that this committee move forward to investigate 
thoroughly and to expose North American Airlines’ activities directed to pres- 
sure this Government into condoning flagrant and continuing violations of law. 
North American’s smear of the certificated industry has gone far enough. The 
cleverly laid smokescreen cannot hide North American’s past guilt nor can it be 
successful in perpetuating North American’s continuing violations of law. 

I feel sure that this Committee on the Judiciary will act with dispatch to stop 
such disregard for law and order. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, June 18, 1946. 
JOHN W. Cross, Esq., 
1518 K Street NW., Washington, D. C. 

Dear Sir: In reference to your inquiry relative to National Airlines, Inc., 
please be advised that this Department has declined prosecution under the Civil 
Aeronautics Act of 1938, sections 488 and 622, title 49, United States Code, and 
we consider the matter now closed. 

Very sincerely, 
JAMES P. McGRANERY, 
The Assistant to the Attorney General. 


Crvit AERONAUTICS BOARD 
OFFICE OF COMPLIANCE 
Docket No. 6588 


In the matter of National Airlines, Inc., and G@. T. Baker, enforcement proceeding 
PETITION FOR ENFORCEMENT 


In the opinion of the undersigned, Chief of the Office of Compliance, there are 
reasonable grounds to believe that certain provisions of the Civil Aeronautics Act 
of 1938, as amended, and requirements thereunder have been and are being vio- 
lated by the above-named respondents as alleged in the attached complaint 
verified by Robert Burstein, Compliance Attorney of the Board, and that formal 
investigation of the alleged violations by the Board is in the public interest. 

Therefore, this petition for enforcement is docketed under the provisions of 
Rule 205 of the Rules of Practice in Economic Proceedings and an enforcement 
proceeding thereby is instituted so that the Board may determine whether any 
violations have been or are being committed as alleged in said complaint and 
whether the relief requested therein should be granted. 

Answer to the complaint is required by Rule 207 to be filed within fifteen (15) 
days after date of service of this petition. 

RosertT L. GRirritx, 
Chief, Office of Compliance. 
Docketed: March 15, 1954 
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BEFORE THE Civit AERONAUTICS BoARD 
WASHINGTON, D. C, 
Docket No. 6588 


In the Matter of National Airlines, Inc., and G. T. Baker, Enforcement 
Proceeding 


COMPLAINT 


The undersigned Compliance Attorney makes this complaint against National 
Airlines, Inc., and G. T, Baker, who is its President and Chairman of its Board 
of Directors, pursuant to the provisions of the Board’s Rules of Practice in 
Economie Proceedings, and on information and belief, based upon informal 
investigation by members of the Board’s staff, alleges as follows: 

« oo oe * % ed ae 


4. Aerovias Internacionales, 8. A. (Aerovias), was at all times herein men- 
tioned and now is a corporation organized and existing under the laws of the 
Republic of Cuba and having its principal office and place of business at Habana, 
Cuba. Aerovias has been since on or about December 15, 1946, and is now en- 
gaged in maintaining and operating National’s sales offices in Habana; selling 
transportation on National; performing for National all government clearance 
services and ground services, including the handling and processing of passengers, 
cargo, express and mail, and the receiving and dispatching of aircraft in Habana; 
and performing accounting, financial and other special services in connection 
with National’s air transportation operations to and from Habana. Aerovias 
has been since on or about December 15, 1946, and is now a person engaged in 
a phase of aeronautics within the meaning of the Civil Aeronautics Act of 1938, 
as amended (the Act). 

* a * * *” * * 


16. National’s approval has been required for the hiring by Aerovias of 
personnel. National’s auditors have been periodically checking the books of 
Aerovias, including the cash drawers of the individual agents. National’s em- 
ployees at Habana have been countersigning all checks issued by Aerovias. All 
monies received from sales of transportation have been deposited by Aerovias 
in an account of National. Most, if not all, of the equipment used by Aerovias 
has been owned by National. 

17. Under the circumstances described in paragraphs 12 through 16 herein, 
Aerovias’ operations should have been carried on National’s books as direct 
station operations of National. 

18. By failing to disclose to the Board his ownership of the shares of stock 
in Aerovias, Baker has violated Section 407 (c) of the Act and Part 245 of the 
Board’s Economic Regulations. 

19. By failing to report to the Board the holding by it, or for its account, of 
any shares of stock, or other interest, in Aerovias, National may have violated 
Section 407 (b) of the Act. 

20. By failing to treat the operations of Aerovias as direct station operations 
of National and to keep the entries on its books with respect to such operations 
in accordance with the Uniform System, National has violated Section 407 (d) 
of the Act and Part 241 of the Economic Regulations. 

21. By refusing duly credited special agents and auditors of the Board access 
to Aerovias’ books and records, National has violated Section 407 (e) and 
Part 240 of the economic regulations. 

22. It is alleged that National and Baker will continue to violate the Act 
and the Economic Regulations as described in this complaint unless and until 
they are required by the Board to cease and desist from such violations. 

Wherefore, upon the basis of the violations alleged herein, the undersigned 
Compliance Attorney respectfully prays that the Board enter an appropriate order 
requiring National and Baker to cease and desist from such violations, and that 
the Board grant such other or further relief as the Board may deem necessary 
or appropriate. 

RosertT BURSTEIN, 
Compliance Attorney. 
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City OF WASHINGTON, 
District of Columbia, ss: 

Robert Burstein, being first duly sworn on oath deposes and says that he is a 
Compliance Attorney of the Civil Aeronautics Board; that he has read the 
foregoing complaint and knows the contents thereof; and that the matters and 
things therein stated are true of his own knowledge except such matters therein 
stated upon information and belief, and as to such matters he believes them to 
be true. 

Rosert BURSTEIN, 
Compliance Attorney. 


Subscribed and sworn to before me this —— day of March 1954. 
[SEAL] 


Notary Public, D.C. 


My commission Expires January 14, 1958. 


CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the attached complaint and petition 
for enforcement upon respondents in this proceedings by mailing to each of them 
a copy of said complaint and petition for enforcement in a properly addressed, 
franked envelope. 

RosertT BURSTEIN, 
Compliance Attorney. 
WASHINGTON, D. C., March 15, 1954. 


BEFORE THE CIVIL AERONAUTICS BOARD 
WASHINGTON, D. ©. 
Docket. No. 6588 


In the Matter of National Airlines, Inc. and G. T. Baker, Enforcement Proceeding 
ANSWER OF NATIONAL AIRLINES, INC. 


National Airlines, Inc., makes the following answer to the complaint filed in 
the above-entitled case: 


NATIONAL HAS NO STOCK INTEREST IN AEROVIAS INTERNACIONALES, 8. A. 


It is alleged in the complaint that National has not at any time reported to the 
Board the holding by National, or for its account, of any shares of stock, or 
other interest, in Aerovias. This allegation is completely without merit in fact 
and in law. 

National does not own any stock of Aerovias, nor does anyone else hold such 
stock for National’s account. If there were such holdings, National would be 
willing to report them to the Board and would have done so long ago. Further- 
more, if National does acquire any such holdings, it will report them in aecord- 
ance with the appropriate provisions of the Civil Aeronautics Act. 


AEROVIAS IS MERELY NATIONAL’S GENERAL AGENT IN CUBA 


Aerovias is not an airline, an air carrier, or a person engaged in a phase of 
aeronautics. It is a General Agency engaged in the common practice of a general 
agency and handles for National in Cuba (a) the sale of transportation and the 
ticketing of passengers, (b) the performance of government clearance services 
and certain ground services, and (c) the documenting of cargo and mail. Other 
functions such as line maintenance, loading of aircraft, ramp services, and air- 
craft inspection are not handled by Aerovias. They are being and have been 
handled by Compania Aeropuertos Internacionales, Cubana, and Pan American 
World Airways. 

Aerovias is National’s duly appointed general agent in Cuba and the agency 
agreement, as amended, was filed with and approved by IATA. 

The general agency agreement between National and Aerovias, as amended, 
was filed with the Civil Aeronautics Board even though not required under the 
Civil Aeronautics Act. 
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National’s transactions with Aerovias have been fully revealed to the Board’s 
representatives at all times and all required filings have been made. 


NATIONAL HAS KEPT ITS BOOKS IN STRICT ACCORDANCE WITH THE UNIFORM SYSTEM 
OF ACCOUNTS 


The allegation that National has failed to keep its books in accordance with 
the Uniform System of Accounts and is thereby in violation of Section 407 (d) 
of the Act and Part 241 of the Economic Regulations is without merit in fact 
and in law. 

Aerovias is National’s duly appointed general agent in Cuba. National has paid 
Aerovias for the performance of services as a General Agency. Such expenses 
are not now, nor have they ever been handled as direct station operations of 
National. National’s books reflect the actual cost of National’s Havana opera- 
tions and such costs have been supported in detail. As a matter of fact, National 
has kept its books insofar as its payments to Aerovias are concerned in the 
exact same manner since the beginning of its Cuban operations in 1946. This 
method of keeping the books on the part of National is not in violation of the 
provisions of Section 407 (d) of the Act or Part 241 of the Economic Regulations, 
Neither the Economic Regulations nor the Civil Aeronautics Act require the 
treatment of fees and payments made to a general agent as direct station expenses. 
This fact has been recognized by the Civil Aeronautics Board and its auditors 
in the audit of National’s books in the past and is reflected in the fact that no 
exception to the practice was noted in the audit clearances issued by the Board 
to National for past periods. 

At no place in the Uniform System of Accounts is there the requirement that 
ground operations conducted through a general agency or by a separate company 
should be considered and accounted for as direct station expenses. None of 
the activities of National set forth in the complaint in any way requires a 
reporting of the fees and payments made to Aerovias as direct station operations 
of National. National, with the Board’s knowledge, has maintained a vigil over 
Aerovias’ expenditures only to the extent necessary to control large sums of 
National’s monies handled by the General Agency, as is done with any other 
general agency, wherever it may be located. 

In order to assure itself that the activities conducted for its account by Aerovias 
are maintained on an economical and efficient basis at a minimum cost, National, 
in its status as a contractor with Aerovias, has required that Aerovias obtain 
National’s approval of expenditures made for National’s account and that Na- 
tional’s representative be permitted to make certain checks to assure that funds 
belonging to National are fully accounted for. These procedures do not place 
National in the status of a “supervisor” of Aerovias’ officers and employees. The 
supervision and direction of Aerovias’ employees is vested in the officers of Aero- 
vias and National has no right, contractual or otherwise, to direct the employees 
of Aerovias. 

R. E. Wieland, an employee of National, was President of Aerovias from 1946 
to 1950 when he resigned. No employee of National has occupied a position as 
an employee or officer of Aerovias since that time. 

The functions of National’s traffic representative in Cuba are presently and 
have always been in the nature of liaison between National and the General 
Agency. His duties have been to promote sales for National and to cooperate 
with the General Agency in producing those sales. 

The duties of National’s treasury representative in Cuba do not include the 
control of the books of Aerovias. (Such control is not permitted under Cuban 
law.) However, it is the treasury representative’s function, as spelled out in 
the General Agency Agreement, as amended, which was filed with the Board, 
to insure that monies collected from the sale of tickets and other transportation 
on National be properly deposited to the account of National. In keeping with 
sound business practice, a review of expenditures of Aerovias in National’s 
behalf, as well as a check on transactions of Aerovias which are apt to involve 
the security of funds due to National are constantly maintained. This includes 
the checking of the cash drawers of individual agents in the same manner as 
all airlines check the cash drawers of travel agents from time to time. Such 
surveillance, including the countersigning of Aerovias’ checks, is necessary to 
guarantee the security of National’s funds. 


1The filing was withdrawn with the consent of the Board when it was pointed out by 
Counsel that such filing was not required under the terms of the Act. 
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With respect to the required equipment to conduct operations in Cuba, all 
capital equipment is owned by Aerovias with the exception of equipment in the 
Vedado City ticket office of National and the airport facilities. 

Consistent with National’s constant desire to operate elfliciently and at low 
costs, the approval of National has been required for the hiring of personnel by 
Aerovias only to the extent that the salaries and wages of such personnel were 
to be reimbursed by National under the Agency Agreement. Likewise, whenever 
Aerovias’ personnel are not rendering satisfactory service to National’s passen- 
gers, corrective action is always requested through the management of Aerovias. 
Such procedures have paid off for National when it is considered that National’s 
station costs per passenger boarded at Havana are substantially less than those 
experienced by Delta—C&S and Braniff. 

Over the entire period of seven years while representing National in Havana, 
Aerovias has shown a modest profit of $39,833.00, or four-tenths of one percent 
(0.4°0) of $9,714,764 in sales of National tickets and cargo. To realize a low- 
cost operation in a foreign country is not an easy matter. Regardless, National’s 
costs experienced at Havana over the years have been comparable to National’s 
cost experience at Washington, New Orleans, and New York. 

Originally, National paid Aerovias on an outright commission basis plus a 
reimbursement of expenses incurred by Aerovias for handling reservations, 
ground operations, advertising, etc. Thereafter, the method of payment was 
changed to a fixed fee plus a 2% overriding commission in order to simplify the 
accounting and control of National’s costs. 

The allegation in the complaint that the entries on National’s books and records 
with respect to its transactions with Aerovias have been, in large part, unsup- 
ported is completely unwarranted. Every entry in National’s books is supported 
in sufficient detail for any auditor to determine with specificity to what they 
relate. This is supported by the fact that National’s books have been audited 
continually by Haskins & Sells, a reputable firm of public accountants enjoying 
an outstanding reputation in the United States. Neither Haskins & Sells nor 
the CAB auditors have ever made the allegation that these entries were unsup- 
ported. Furthermore, no letter or audit exception has ever been written to 
National by the CAB after the conclusion of such periodic audits to the effect 
that the entries pertaining to Aerovias are in any way in violation of the Uniform 
System of Accounts. 


NATIONAL DOES NOT HAVE POSSESSION OF THE BOOKS OF AEROVIAS 


It is alleged that National has violated Section 407 (e) of the Act and Part 240 
of the Economic Regulations by refusing the Board’s agents and auditors access 
to Aerovias’ books and records. This allegation is without merit in fact and 
in law. 

First of all, each and every document, book, or record pertaining to Nation- 
al’s transactions with Aerovias has been made available to the Board and 
its agents and auditors. Among these documents, books and records in National’s 
possession were monthly balance sheets and profit and loss statements which 
Aerovias forwarded to National but not required to support any entries in Na- 
tional’s books pertaining to fees and payments made to Aerovias. Nevertheless, 
all such documents, books, and records have been made available to the Board’s 
agents and auditors on the occasion of every audit by the Board. 

The corporate books and records of Aerovias have not been made available 
to the Board for the simple reason that such corporate books and records are 
not in possession of National either here or in Cuba. Moreover, National has no 
right or authority to authorize the inspection of the corporate books and rec- 
ords of Aerovias, a Cuban corporation. Under Cuban law, the corporate books 
and records of Aerovias cannot be removed from Cuba. 

In any event, the entries in National’s books are completely supported in 
elaborate detail by the records in National’s possession to which the Board has 
had complete access and has not heretofore noted any exception in the audit clear- 
ances issued to National. 

Therefore, National makes the following answer to each and every allegation 
in the complaint: 

(1) National agrees with the facts alleged in paragraphs Nos. 1, 2, 3, 5, 6, 7, 
and 8 of the complaint. 

(2) National agrees generally with the facts alleged in paragraph No. 4 of 
the complaint except to the extent that it is alleged that Aerovias engages in 
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any functions such as line maintenance, dispatching, loading of aircraft, ramp 
services, and aircraft inspection; and, evcept to the extent that it alleged that 
Aerovias has been since on or about December 15, 1946 and is now a person 
engaged in a phase of aeronautics within the meaning of the Civil Aeronautics 
Act of 1938, as amended. 

(3) National denies upon information and belief the allegation in para- 
graph No. 9 of the complaint. 

(4) National denies the allegation in paragraph No. 10 of the complaint 
because National does not own any stock of Aerovias nor does anyone else hold 
such stock for National’s account. 

(5) National admits the allegation in paragraph 11 of the complaint insofar as 
it alleges that the operations of Aerovias have been carried on National's books as 
though they were the operations of an independent contractor. National denies 
each and every other allegation contained in paragraph 11. 

(6) National admits upon information and belief the allegations in paragraph 
12 that (a) Aerovias was originally incorporated under the name “United 
Export Lines of Cuba”; (b) that there were eight shares of stock outstanding 
as of May 1946; (c) that one of such shares was owned by G. T. Baker. Na- 
tional denies the allegation that, except for the period between June 1948, 
and April, 1949, Aerovias’ sole function since on or about December 15, 1946, 
has been to perform for National the services described in paragraph 4 of the 
complaint. National understands that Aerovias, in addition to acting as gen- 
eral agent for Braniff, has an outstanding agreement as general agent in Cuba 
for Scandinavian Airlines System and that Aerovias is always ready and willing 
to accept any other appointments as a general agent. 

(7) National denies the allegations of paragraphs 13, 14, 15, 16, 17, 18, 19, 20, 
21 and 22, except to the extent stated hereinabove. 

Respectfully submitted. 

NATIONAL AIRLINES, INC., 
By G. T. Baxer, President. 
STATE OF FLORIDA, 
County of Dade, ss: 

G. T. Baker, being duly sworn, deposes and says that he is the President and 
Chairman of the Board of Directors of National Airlines, Inc.; that he has read 
the foregoing answer and knows the contents thereof; and that the matters and 
things stated therein are true of his own knowledge except such matters therein 
stated upon information and belief, and as to such matters he believes them to 


be true. 
G. T. Baker. 


Subscribed and sworn to before me this 29th day of March, 1954. 
Harry A. PECK, 
Notary Public, State of Florida at large. 
My commission expires December 25, 1956. Bonded by American Surety Co. 
of New York. 
CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the attached answer upon the 
Compliance Attorney and the Chief of the Office of Compliance by mailing a 
copy thereof, postage prepaid. 


Dated: March 30, 1954. 


RioHarp A. FrrzGeRaxp. 





BEForE THE Civin AERONAUTICS BoARD 
Docket No. 6588 
In the Matter of National Airlines, Inc., and G. T. Baker, Enforcement Proceeding 


ANSWER or G. T. BAKER 


I, G. T. Baker, hereby make the following answer to the complaint filed in the 
above-entitled case: 

1. I am President and Chairman of the Board of Directors of National Air- 
oan Ine. and have served in such capacity since National’s incorporation in 
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2. I own one share of the stock of Aerovias Internacionales, 8S. A., a Cuban 
corporation which is the duly appointed General Agent for National in Cuba. 

8. I did purchase during the period between May, 1946, and on or about Oc- 
tober 3, 1946, seven additional shares of Aerovias. 

4. I do not own now nor do I have within my possession said seven additional 
shares of Aerovias. 

5. I have nct failed to diselose to the Board my ownership of one share of stock 
in Aerovias. 

6. I am not in violation of Section 407 (c) of the Act and Part 245 of the Eco- 
nomic Regulations for my ownership of one share of Aerovias nor would I be in 
violation thereof if I owned all eight shares of Aerovias since it has been my 
understanding always, upon advise of counsel, that Aerovias is not an air car- 
rier, a person engaged in a phase of aeronautics, a common carrier, or a person 
whose principal business, in purpose or in fact, is the holding of stock in, or con- 
trol of, air carriers, other persons engaged in any phase of aeronautics, or 
common carriers. 

However, if the Board desires that I formally report my ownership of the one 
share of Aerovias, I will be very happy to do so even though not required under 
the Act and even though such ownership has been previously disclosed to the 
Board on several occasions. 

I hereby deny, except to the extent herein stated, each and every allegation 
in said complaint pertaining to me. 

Wherefore, I respectfully pray that the Board dismiss the above-entitled 
complaint. 

Respectfully submitted, 

G. T. BaKer. 
STATE oF FLogipA, 

G. T. Baker, being first duly sworn on oath depose and says that he is President 
and Chairman of the Board of National Airlines, Inc.; that he has read the 
foregoing answer and knows the contents thereof; and that the matters and 
things therein stated are true of his own knowledge and belief. 

G. T. BAKER. 


Subscribed and sworn to before me this 29th day of March, 1954. 
Harry A. Peck, 
Notary Public, State of Florida at large. 


My commission expires December 25, 1956. Bonded by American Surety Co. of 
New York. 
CERTIFICATE OF SERVICE 


I herby certify that I have this day served the attached answer upon the 
Compliance Attorney and the Chief of the Office of Compliance by mailing a 
copy thereof, postage prepaid. 


Dated : March 30, 1954. 


RicHakp A. FITzGERALD. 


BEFORE THE CiviL AERONAUTICS BoAarD 
Docket No. 6588 
In the Matter of National Airlines, Inc., and G. T. Baker, Enforcement Proceeding 
Motion To Dismiss COMPLAINT 


National Airlines, Inc., respectfully moves that the Board dismiss the com- 
plaint filed by the Compliance Attorney, and the Petition for Enforcement filed 
by the Chief of Office of Compliance in the above-captioned proceeding. In sup- 
port of this motion, National states as follows: 

The answers filed by G. T. Baker and National Airlines, Inc. (“National”), 
concurrently herewith show: 

1. That contrary to the allegations of the complaint, Mr. Baker does not own 
all of the stock of Aerovias Internacionales (“Aerovias’) ; on the contrary, as 
shown by Mr. Baker’s answer, (a) he owns only one share of Aerovias; (b) he 
has hevealed such ownership to the Board’s duly accredited investigators and 
auditors without reservation: (c) that he did not report his ownership of 
one share under Section 407 (c) of the Act because of his understanding, 
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based on advice of Counsel, that such filing was not required; (d) that he is 
willing to make a formal report of such ownership if the Board so desires, even 
though such reporting is not required under the facts disclosed herein. 

2. That National does not own any stock in Aerovias and no stock or other 
interest is held in Aerovias for National’s account. 

3. That Aerovias is merely acting as National’s general agent in Cuba and 
that National has properly and fully reported its expenses for its Havana opera- 
tions. That National’s alleged “control” of Aerovias’ operations is limited to 
liaison and accounting control activities which are necessary to and consistent 
with the agency relationship under which Aerovias makes substantial expendi- 
tures for National’s account and collects large amounts of money as National's 
agent. 

4. That National has not failed to permit inspection of all documents, books 
and records relating to Aerovias which are in Naional’s possession and that 
National has no right or authority to permit the production of the corporate 
records of Aerovias which are in the possession of Aerovias. 

It is respectfully submitted that the facts revealed by the complaint and an- 
swers filed herein conclusively establish that there is no basis for further pro- 
ceedings in this case. 


AEROVIAS IS NOT A PERSON ENGAGED IN A PHASE OF AERONAUTICS 


The basis of the complaint against G. T. Baker is that he failed to report his 
ownership of stock in Aerovias under Section 407 (c) of the Act. This conten- 
tion is wrong. It is based on the improper theory that Aerovias is “a person 
engaged in a phase of aeronautics”. Aerovias is not engaged in a phase of 
aeronautics. Mr. Baker and National were so advised by counsel when National 
entered into the agency agreement with Aerovias, 

Section 407 (c) of the Act requires each officer and director of an air carrier 
to file reports with the Board describing “the shares of stock, or other interests 
held by him in any air carrier, any person engaged in a phase of aeronautics, 
or any common carrier, and in any person whose principal business, in purpose or 
in fact, is the holding of stock in, or control of, air carriers, other persons en- 
gaged in any phase of aeronautics, or common carriers.” 

There is, and could be, no allegation that Aerovias is an air carrier or a com- 
mon carrier. The complaint relies on the theory that Aerovias is “a person en- 
gaged in a phase of aeronautics.” It is National’s position that Aerovias is 
not “a person engaged in a phase of aeronautics” and that Mr. Baker was under 
no duty to report his holding of stock in that corporation. However, even if it 
were established that Aerovias is “a person engaged in.a phase of aeronautics,” 
there has in reality been no substantive violation since such ownership has 
been revealed to the Board’s auditors and agents ond the failure to make formal 
filing was merely based on the understanding that filing was not required. 
Moreover, Mr. Baker is perfectly willing to report his interest in Aerovias if the 
Board so desires. 

National contends that Aerovias is not a person engaged in “a phase of aero- 
nautics.” The term aeronautics is defined in Section 1 (1) of the Act (49 
U.S. C. § 401) as follows: 

‘Aeronautics’ means the science and art of flight.” 

As revealed by the complaint and answers filed here, Aerovias is merely a gen- 
eral agent for National and other earriers. Its activities are confined to traffic, 
sales, and administrative work involved in handling National’s business on the 
ground in Havana. It does not handle maintenance, operational dispatching, 
or other operational functions. National’s aircraft are handled and maintained 
in Havana by Compania Aeropuertos Internacionales, Cubana and/or Pan Ameri- 
can. The dispatching and operational control of the aircraft is handled by Na- 
tional’s employees in Miami. 

Aerovias does not operate aircraft. It does not manufacture or design air- 
craft. It does not manufacture, design, or otherwise deal with the components 
of aircraft or other materials having any reasonably direct connection with the 
“science and art of flight.” 

The fact that Aerovias furnishes services to National and other carriers does 
not, in any sense, place it in the category of a person engaged in a “phase of 
aeronautics,” i. e., the “science and art of flight.” 

To contend that Aerovias is engaged in “the science and art of flight” is to 
fly in the face of the plain meaning of the language of the Act. Aerovias does 
nothing which can be fairly construed as falling within the term “science and art 
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of flight.” Certainly, the sale of tickets, the handling of traffic functions, and 
the performance of other nonoperational administrative duties on the ground 
is not a phase of the “science and art of flight.” 

The definition of aeronautics contained in Section 1 (1) of the Act clearly 
applies to Section 407 (c). Section 1 reads: 

“As used in this Act, unless the context otherwise requires (1) ‘Aeronautics’ 
means the science and art of flight.” 

There is nothing in the context of Section 407 (c) which could possibly denote 
or require a different meaning than the one stated in Section 1 (1). 

The term aeronautics is also defined in Webster’s New International Dic- 
tionary (2nd Ed.) as: “The science that treats of the operation of aircraft; also 
the art or science of operating aircraft.” 

Similar definitions have been given in innumerable court cases dealing with 
the term (including two recent decisions by the Court of Appeals for the District 
of Columbia) : 

Phoenix Mutual Life Ins. Co. v. Flynn, 171 F. 2d 982, 984, 83 U. S. App. D. C. 
881 (1948) ; Faron v. Penn, Mut. Life Ins. Co., 77 F. Supp. 228, 230 (D. C. Pa. 
1948) ; Clapper v. Aetna Life Ins. Co., 157 F. 2d 76, 77, 81 App. D. C. 246 (1946) ; 
Mutual Benefit Health & Accident Ass’n v. Bowman, 99 F. 2d 856, 859 (C. C. A. 
8, 1938) ; Massachusetts Protective Ass’n v. Bayersdorfer, 105 F. 2d 595, 597 
(C. C. A. 6, 1939). 

It is elementary in the law of statutory construction that a definition em- 
bodied in a statute is binding on the courts. For v. Standard Oil Co., 294 U. S. 
87 (1934) ; Collins v. Texas, 223 U. S. 288 (1911). Here we have a statute in 
which Congress defined the term “Aeronautics” in exact conformity with the 
accepted meaning of the term. It unequivocably means “the science and art of 
flight.” Certainly the handling of passengers, the sale of tickets and the per- 
formance of administrative functions related to the traffic and sales functions 
is not a phase of the science and art of flight. If Congress had intended the term 
“aeronautics” to encompass activities which have no relation to the science and 
art of flight it would have done so. The fact is that it did not do so. 

If Congress had intended to require the filing of reports with respect to inter- 
ests in persons who are not engaged in a phase of aeronautics and who are not 
carriers it could have done so by appropriate language. Since the terms of Sec- 
tion 1 (1) are clear and unambiguous there is no basis for attempting to inter- 
pret or enlarge the meaning of the term as set forth in that section nor can an 
administrative body enlarge such meaning to suit its administrative taste. 

It cannot be contended with any persuasiveness that the Congressional defi- 
nition of “aeronautics” is in conflict with the intent and purposes of the Act. 
The holding of interests in ticket offices, landing areas, hangars, or ground facili- 
ties reasonably incidental to the performance by an air carrier of any of its 
services, is expressly excepted from Sections 408 and 409 of the Act: 

“The provisions of this section and section 409 shall not apply with respect to 
the acquisition or holding by any air carrier or any officer or director thereof, of 
(1) any interest in any ticket office, landing area, hangar, or other ground facil- 
ity reasonably incidental to the performance by such air carrier of any of its 
services, or (2) any stock or other interest or any office or directorship in any 
person whose principal business is the maintenance or operation of any such 
ticket office, landing area, hangar, or other ground facility.” 

Since this is the situation it is doubly clear that no purpose would be served 
in attempting to alter the clear meaning of Section 1 (1) and Section 407 (c) 
‘which, when read together, do not require the filing of such interests by air 
carrier officers. 

It may be argued fallaciously that the provision of Section 408 (c), which 
excepts ticket offices, airports, ground facilities, etc., from the provisions of 
Sections 408 and 409 implies that such facilities were intended to fall within the 
term, “phase of aeronautics.” This reasoning is unsound since it fails to 
consider the fact that persons engaged in the maintenance or operation of ticket 
offices, landing areas, hangars and ground facilities could be engaged in the 
science and art of flight by reason of their operation of navigation facilities, 
or their engineering and maintenance activities, or the direct operation of 
aircraft. 

Thus it is neither necessary nor proper to conclude that all persons engaged 
in the operation of ticket offices, ground facilities, landing areas, etc., are en- 
gaged in a phase of aeronautics in order to explain or justify the inclusion of 
the exception in Section 408 (c). A person operating such facilities could easily 
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be engaged in a phase of aeronautics by operating aircraft, maintaining air nav- 
igation facilities, training airmen, maintaining aircraft, manufacturing com- 
ponents, etc. Moreover, it is conceivable that a person whose “principal business” 
is the operation of ticket offices, airports, etc., could also be a surface carrier 
or even an air carrier as an incident to the operation of the airport, tciket offices, 
ete. 

Thus the inclusion of the exception under Section 408 (c) is by no means in- 
consistent with the definition of aeronautics contained in Section 1 (1). Clearly 
this exception was intended to cover those situations where such ground facili- 
ties were engaged in a phase of aeronautics—i. e., the science and art of flight 
or in the event they also conducted activities which made them carriers. 

There is no justification for altering or expanding the definition of aeronau- 
tics contained in Section 1 (1) on the basis of the exception contained in Section 
408 (c). Since this is the case, it is clear that the definition contained in Sec- 
tion 1 (1) must be interpreted on the basis of the plain meaning of the words 
used by Congress. 

In the case of Patterson et al., Interlocking Relationships, 3 C, A. B. 711, 
(1942), the Board based its determination of the term “phase of aeronautics” on 
the relationship of the activity in question to the purposes of the section involved. 
The Board said, in essence, that Congress intended to include those cases where 
the public interest “appears with reasonable clarity” and not to include cases 
“where that interest is only very remotely involved” (3 C, A. B. 711, 715). 

The basic doctrine of the Patterson Case and the later cases on the point 
is that activities which were clearly intended to fall within the regulatory 
scheme would be included in the term “phase of aeronautics” while matters where 
such purpose was not clear would not be included, (See Airlines Negotiating 
Conference Agreements, 8 C. A. B. 354 (1947).) applying the “liberal” doctrine of 
the Patterson Case, Aerovias would not be classified as engaging in a phase of 
aeronautics under the terms of Section 407 (c) of the Act. ‘Lhe patent purpose 
of Section 407 (c) is to require the reporting by air carrier officers and directors 
of holdings which may require approval under Sections 408 and 409. The re- 
ports required under Section 407 (c) are confined to (direct or indirect) inter- 
ests in (i) air carriers, (ii) persons engaged in any phase of aeronautics, or 
(iii) common carriers. Sections 408 and 409 require Board approval of acqui- 
sitions of control by, or interlocking relationships between, air carriers and (1) 
other air carriers, (2) common carriers, and (3) persons engaged in other phases 
of aeronautics. Thus Section 407 (c) is clearly a means of providing informa- 
tion with respect to possible violations of Sections 408 and 409. 

When it is considered, however, that holdings in ticket offices, airports, and 
other ground facilities reasonably incidental to the carrier’s operations are ex- 
empt from Sections 408 and 409 in its patent that the filing of information 
reports under Section 407 (c) is in no sense a logical or necessary implementation 
of the Congressional intent in enacting the Civil Aeronautics Act. 

It is also significant to note that the Board has held that— 

(1) The Airlines War Training Institute was not a person engaged in a phase 
of aeronautics, (Order E-2420, August 23, 1943.) The Airlines War Training 
Institute was an organization formed by the Airlines for the training of flight 
and other operational personnel for the operations conducted by the airlines 
for the Military during World War II. 

(2) That the Airlines Clearing House was not engaged in a phase of aero- 
nautics (1944). The Airlines Clearing House is an organization which handles 
the interline billings and accounting of the Airlines. 

The Board has also ruled, in an official action, that: 

The interlocking relationship arising from the holding by G. T. Baker of the 
positions of a director of the Air Transport Association of America and Presi- 
dent of National Airlines “is not within the purview of Section 409 (a) of the 
Act.” (Letter of May 7, 1943 addressed to G. T. Baker et al. by the Chief of 
the Proceedings Division, written pursuant to instructions of the Board.) As 
the Board knows, the Air Transport Association is engaged in many activities 
directly related to air transportation. 

Hence the contention that Aerovias is “engaged in a phase of aeronautics” is 
in substantial conflict with the Board’s rulings in other cases—in one of which 
National and Mr. Baker were directly concerned, This fact is of especial signifi- 
cance when it is considered that National and Mr. Baker are being charged 
with violating the Act without the required prior notice or opportunity for 
compliance. 
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Since National does not own any stock in Aerovias, nor does anyone else 
hold such stock for National’s account; and since Aerovias is not engaged in a 
phase of aeronautics, the allegations of the complaint that Mr. Baker and Na- 
tional are in violation of the Act for failure to report such holdings under Sec- 
tion 407 of the Act must be dismissed as a matter of fact and law. 


NATIONAL HAS KEPT ITS BOOKS IN STRICT ACCORDANCE WITH THE UNIFORM SYSTEM 
OF ACCOUNTS 


As pointed out in National’s answer filed concurrently herewith, National has 
not, as alleged, failed to keep its books in accordance with the Uniform System of 
Accounts and is not thereby in violation of Section 407 (d) of the Act and part 
241 of the Economic Regulations. 

National’s Answer carefully spells out the basis for National’s reporting of 
its fees and payments to Aerovias. That Answer shows that National’s Havana 
operations are not conducted as direct station operations. It establishes (1) that 
the fees and other payments to Aerovias were properly reported; (2) that Na- 
tional‘s Havana operations have been conducted on an economical and efficient 
basis; (3) that the fees paid to Aerovias have been reasonable beyond question ; 
(4) that the fees and payments made to Aerovias have been supported in detail 
on National’s books in accordance with the Uniform System of Accounts; and 
(5) that no exception has been taken by the Board to National’s method of 
reporting these expenditures in the past. 

There is no support in fact or in law for the allegation that National is in 
violation of the Uniform System of Accounts. 

Suffice it to say that the Board is estopped to deny that the Board itself has 
approved of the manner in which National’s books reflect its transactions with 
Aerovias. The Board need only search its own files to find that no audit excep- 
tions have been noted with respect to Aerovias in the andit clearances issued 
by the Board to National for past periods. 

The allegation is not supported by any sufficient factual or legal basis and 
must, accordingly, be dismissed. 


NATIONAL DOES NOT HAVE POSSESSION OF THE BOOKS OF AEROVIAS 


As shown in National’s answer herein, National is not in violation of the Act 
because of the alleged failure to permit the inspection of Aerovias’ corporate 
books and records. National has no authority to produce or permit inspection 
of Aerovias’ records by the Board’s auditors and there has been no showing that 
National has any such authority. Moreover, even if National had such authority, 
there is no showing that National would have a duty to permit such inspection 
under the Act or the Board’s regulations, 


NATIONAL HAS NOT FAILED TO PRODUCE THOSE RECORDS RELATING TO AEROVIAS WHICH 
ARE IN ITS POSSESSION 


As shown in National’s answer herein, National has permitted the inspection 
of all books and records in its possession relating to Aerovias, including monthly 
balance sheets and profit and loss statements which Aerovias supplied to Na- 
tional, These documents, which provide complete support for all of National’s 
payments to Aerovias, were made available to the Board’s agents and auditors 
on the occasion of every audit. The Board’s agents have had access to all of 
National's records. Nothing additional could be furnished. 


FAILURE OF THE OFFICE OF COMPLIANCE TO COMPLY WITH PART 302 OF THE BOARD’S 
RULES OF PRACTICE 


Most difficult to understand in this case is the failure of the Office of Com- 
pliance to comply with the Board’s Rules of Practice in enforcement proceedings. 
The facts and law recited in the answers and motions to dismiss of Mr. Baker 
and National render it abundantly clear that this entire matter could have been 
resolved without the complicated and expensive proceeding and the unnecessary 
publicity occasioned to date if the Board’s rules of practice had been properly 
followed. 

Because of such failure to comply with the Board’s regulations on the part 
of the Office of Compliance, National and Mr. Baker have been deprived of their 
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rights under Section 302.204 and Section 302.205 of Part 302 of the Board’s Rules 
of Practice in that National and Mr. Baker were not “afforded an opportunity 
for the submission of facts” to clear up any problems which might exist in the 
minds of those not in full possession of the facts prior to the institution of this 
enforcement proceeding. By this very action National and Mr. Baker have 
been accused unjustly and unfairly of violating the Civil Aeronautics Act and 
have been subjected to damaging publicity. If the Office of Compliance had 
complied with the Board’s Rules of Practice such unfortunate and unsupported 
charges would have been avoided. 

Section 302.204 of Part 302 of the Board’s Rules of Practice provides: 

“Prior to the institution of an enforcement proceeding pursuant to section 
302.205, the person complained against in a complaint submitted pursuant to 
section 302.201 shall be afforded an opportunity for the submission of facts, offer 
of settlement or proposal of adjustment, unless time, the nature of the grounds 
of the complaint, or the public interest will not permit. This opportunity shall 
be extended in writing and shall be accompanied by a copy of the complaint 
* * **” [Emphasis supplied.] 

Section 302.205 of the Board’s Rules of Practice provides : 

“Whenever in the opinion of the Chief of the Office of Enforcement there are 
reasonable grounds to believe that any provision of the act or any rule, regula- 
tion, order, limitation, condition, or other requirement established pursuant 
thereto has been or is being violated, that efforts to arrive at an adjustment or 
settlement insofar as required by Sec. 302,204 have failed, and that investigation 
of the alleged violation is in the public interest, the Chief of the Office of Enforce- 
ment may institute an economic enforcement proceeding by docketing a petition 
for enforcement. The petition for enforcement shall be accompanied by a formal 
complaint submitted pursuant to the provision of Sec. 302.201 or a complaint 
complying with Section 302.3, which is verified by an Enforcement Attorney of 
the Board. * * *.” [Emphasis supplied.] 

No efforts were made by the Office of Compliance to comly with Sections 302.204 
and 302.205 of the Rules. They did not ask for any facts based on the complaint, 
nor did they request or suggest any settlement or adjustment as is required by 
Section 302.205 of the Rules. National and Mr. Baker never rejected any efforts 
made by the Office of Compliance to arrive at an adjustment or settlement of the 
complaint. Nor can the Office of Compliance state “that efforts to arrive at an 
adjustment or settlement insofar as required by section 302.204 have failed.” 
As a matter of fact, National and Mr. Baker never heard of the complaint until 
the proceeding was instituted and docketed. 

Certainly no claim can be made that the Office of Compliance failed to comply 
with Part 302 because of the lack of time. If they did, they failed to say so in 
the petition for enforcement. The complaint itself did not request expeditious 
relief. Moreover, there is no statement either in the petition or the complaint 
that the nature of the grounds of the complaint, or the public interest would not 
permit National and Mr. Baker the opportunity to submit facts, offer of settle- 
ment, or proposal of adjustment prior to the institution of the proceeding. 

If the Board expects the Rules of Practice to have any meaning whatever, the 
Board should see that they are complied with by all parties to a case. Failure 
to comply with the Rules can only result in unsupported and unwarranted charges 
being recklessly leveled against innocent parties, such as is the ease in this 
instance. 

WHEREFORE, in view of the facts and law set out above establishing that 
National and G. T. Baker have not violated any of the provisions of the Civil 
Aeronautics Act of 1938, as amended, and requirements thereunder, as alleged 
in the complaint, it is respectfully requested that the Board dismiss the complaint 
filed by the Compliance Attorney and the petition for enforcement filed by the 
Chief of Office of Compliance in the above-captioned proceeding. 

Respectfully submitted. 

NATIONAL AIRLINES, INO. 
JoHN W. Cross, 
RICHARD A. FirzGERALp, 
OUMMINGS, STANLEY, TruITT & Cross, 
ALEXANDER G. Harpy, 
Attorneys for National Airlines, Inc, 


WASHINGTON, D.C., March 30, 1954. 
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CERTIFICATE OF SERVICE 


I hereby certify that I have this day served the foregoing Motion to Dismiss 
upon the Compliance Attorney and the Chief of the Office of Compliance by mail- 
ing a copy thereof, postage prepaid. 


Dated March 30, 1954. 


RiIcHARD A. FITZGERALD. 


BEFORE THE CiviL AERONAUTICS BOARD 
Docket No. 6588 


In the Matter of National Airlines, Inc. and G. T. Baker, Enforcement 
Proceeding 


JOINT MoTion To TERMINATE THE PROCEEDING 


On May 14, 1954, the Compliance Attorney and National Airlines, Inc., and 
G. T. Baker entered into a stipulation in this proceeding, which stipulation is 
attached hereto and made a part of this motion. 

Now therefore, the Compliance Attorney, National Airlines, Inc. and G. T. 
Baker respectfully move that the Board terminate this proceeding. As indicated 
by the stipulation between the parties, attached hereto, the facts which formed 
the basis for the complaint are no longer existent and there is no purpose in 
further continuation of the proceeding. 

Respectfully submitted, 

RoserRT BURSTEIN, 
Compliance Attorney. 
ALEXANDER G. Harpy, 
Assistant Vice President National Airlines, Inc. 
RicHArD A. FITZGERALD, 
Attorney for G. T. Baker. 
May 14, 1954. 


BEFORE THE CIVIL AERONAUTICS BOARD 
Doeket No. 6588 


In the Matter of National Airlines, Ine., and G. T. Baker, Enforcement 
Proceeding 


STIPULATION 


The Compliance Attorney, National Airlines, Inc. (‘National’) and G. T. 
Baker hereby stipulate that they will immediately file a joint motion to dismiss 
the complaint herein on the basis of the following understandings, undertakings 
and stipulation ; 

1. That National has discontinued all business dealings with Aerovias Inter- 
nacionales S. A. (“‘Aerovias”) and does not intend to renew such dealings in the 
future; 

2. That G. T. Baker has disposed of his holding in Aerovias Internacionales, 
S,A.; 

3. That all the monies owing to National by Aerovias and all assets of Aerovias 
belonging to National, including the surplus account of Aerovias, have been paid 
or transferred to National ; 

4. That National does not hold any interest, direet or indirect, in Aerovias 
Internacionales, S. A., nor is any such interest now held, directly or indirectly, 
by National or by any of National’s officers and directors; and that National 
does not intend that any such interest shall be aequired by National, or its 
officers and/or directors, in the future ; 

5. That National’s traffic and sales functions in Cuba are now handled by a 
newly formed and wholly owned subsidiary of National, Aereolineas Nalair, 


. Ase 

6. That National agrees that at all times in the future it will make the books 
and records of Aereolineas Nalair, S. A. available to the Board’s duly accredited 
auditors and investigators ; 
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7. That by reason of the facts and undertakings hereby stipulated the sub- 
stantive relief sought by the complaint has already been accomplished and this 
stipulation is entered into for the purpose of avoiding a hearing on the issues of 
fact raised by the complaint and answers herein, except, however, that National 
and G. T. Baker do not admit or concede in any sense that either National or 
G. T. Baker is or was in violation of the Civil Aeronautics Act by reason of their 
prior relationships to Aerovias Internacionales, S. A. 

ROBERT BURSTEIN, 
Compliance Attorney. 
ALEXANDER G. Harpy, 
Assistant Vice President National Airlines, Inc. 
G. T. BAKER. 
May 14, 1954. 


OrpER No. E-8483 Apoprep BY THE Civi, AERONAUTICS Boarp aT ITs OFFICE IN 
WASHINGTON, D.C., ON THE 29TH Day or JUNE, 1954 


Docket No. 6588 


In the Matter of National Airlines, Inc., and G. T. Baker, Enforcement Proceeding 
OrpER TERMINATING PROCEEDING ' 


The Office of Compliance filed with the Board on March 15, 1954, a petition for 
enforcement, and a complaint, alleging, inter alia, on information and belief, that 
G. T. Baker, President and Chairman of the Board of Directors of National Air- 
lines, Inc. (National), was the holder of certain stock of Aerovias Internacionales, 
S. A., (Aerovias), a Cuban corporation engaged in the performance of certain 
services for National at Havana, Cuba, and further alleging that both Baker and 
National were in violation of the Civil Aeronautics Act of 1988, as amended, in 
failing to report such stock ownership on the part of Baker. 

Thereafter on March 30, 1954, answers were filed with the Board by both 
National and Baker admitting certain allegations of fact and denying others, 
but denying that either Baker or National were or had been in violation of the 
Act. Simultaneously with the said answers, National filed a motion to dismiss 
the Complaint. 

On May 26, 1954, the Office of Compliance, National and Baker filed with the 
Board a Joint Motion to Terminate the Proceeding, and a Stipulation. The 
Joint Motion and Stipulation indicate that National has discontinued all business 
dealings with Aerovias and does not intend to renew such dealings in the future; 
that Baker has disposed of his holdings in Aerovias; that all monies owing to 
National by Aerovias and all assets of Aerovias belonging to National, including 
a surplus account of Aerovias, have been paid or transferred to National. The 
Stipulation also indicates that National does not hold any interest in Aerovias, 
nor is there any such interest held by any of National’s officers or directors; and 
that National does not intend that any such interests shall be acquired by Na- 
tional, or its officers and/or directors in the near future. The Stipulation states 
that National’s traffic and sales functions in Cuba are now handled by a newly 
formed and wholly owned subsidy of National, Aerolineas Nalair, 8S. A.; and that 
National agrees that at all times in the future, it will make the books and records 
of Aereolineas available to the Board’s duly accredited auditors and investigators. 
The Joint Motion states that the facts which formed the basis for the complaint 
are no longer existent and that there is no purpose in continuing the proceeding. 

In view of the matters set forth in the aforementioned Joint Motion and Stip- 
ulation, and the Board’s reliance thereon, it appears that no useful purpose would 
be served by further conduct of this proceeding. 

It Is Therefore Ordered, That the proceeding in Docket No. 6588 be and hereby 
is terminated. 

By the Civil Aeronautics Board: 

M. ©. Muuiean, Secretary. 

[SEAL] 
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WEDNESDAY, MAY 23, 1956 


House oF REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE J UDIOIARY, 
Washington, D).U. 

The subcommittee met, pursuant to recess, at 2:45 p, m., in room 
346, Old House Office Building, Hon. Emanuel Celler (chairman of 
the Judiciary Committee) presiding. 

Present: Representatives Celler (chairman), Rogers, Keating, Mc- 
Culloch, and Scott. 

Also present: Herbert N. Maletz, chief counsel, and Kenneth R. 
Harkins, cocounsel. 

The Cuarmman. The meeting will now come to order. 

We will continue the testimony of Mr. Alexander G. Hardy, vice 
president of National Airlines. 


TESTIMONY OF ALEXANDER G. HARDY, SENIOR VICE PRESIDENT, 
NATIONAL AIRLINES, INC., ACCOMPANIED BY RICHARD A, FITZ- 
GERALD, ASSISTANT VICE PRESIDENT, NATIONAL AIRLINES, 
INC.—Resumed 


Mr. Materz. Mr. Chairman. 

Mr. Hardy, is Roy Cohn associated with your company ¢ 

Mr. Harpy. Yes, we retained Mr. Cohn last year to represent us 
in one case in New York, litigation pending between National Air- 
lines and the New York Port Authority, on a contract, and Mr. 
Cohn represented us in that single instance, and nothing else. 

Mr. Materz. Do you have a Mr. Milton Hill with your company ? 

Mr. Harpy. We havea Mr. Milt, not Milton. 

Mr. Maerz. Milt? 

Mr. Harpy. Milt Dean Hill. He is with our company, and has been 
with us approximately 3 years, in public relations. 

Mr, Materz. What is his job for your company ! 

Mr. Harpy. Well, we have, as you know, we have radio, tele- 
vision—— 

Mr. Maerz. Speak a little bit louder. 

Mr. Harpy. As you know, we have radio and television and news- 
paper advertising. He handles from Washington, in my office, the 
advertising, he recommends what we should go into in the way of 
commercial advertising. 

He is the young man I credit with having sought out and gained 
for. us the sponsorship of the program which features Tippy Stringer 
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3 nights a week, the weather show. He also puts out press releases of 
matters, any matters we think we are interested in. 

Mr. Materz. Is he engaged in legislative matters? 

Mr. Harpy. No. 

Mr. Scorr. Aside from Tippy Stringer, he is one of the best public- 
relations men in Washington. 

Mr. Harpy. We thought so. 

Mr. Maerz. What is his background ? 

Mr. Harpy. Mr. Hill, after he had been with the Army, was with 
Associated Press. He was a Washington correspondent, and had 
been with the Vandenberg newspapers. And he resigned from the 
Vandenberg newspapers, as I understand it, in July or August 1952, 
and went with the Republican National Committee as an assistant to 
the chairman of the committee, to work on writing, speech writing, 
and public-relations work. 

And after the—he came with me, I believe, about June of 1953. 

Mr. Scorr. He was associated with Senator Vandenberg for a num- 
ber of years. 

Mr. Harpy. With the Vandenberg newspapers, that is right. 

Mr. Scorr. Through the newspapers. 

Mr. Mauetz. Is there a Mr. Moore with your company ? 

Mr. Harpy. No. 

Mr. Maerz. Thank you. 

The CuHarrman. You may proceed where we left off. 

Mr. Harpy. Mr. Chairman, we left off at page 27 of my testimony, 
and I was beginning to talk about the section called Are Airline Profits 
Too High? And Istate in my oa ; 

In the early stage of this hearing the committee has heard man 
incorrect statements regarding profits, rates of return, and the overall 
financial status of the certificated airline industry. 

Certain materials submitted to this committee contain inaccurate 
figures, as well as studies, based upon improper economic assumptions. 
And in view of the questions asked me by counsel yesterday, I want to 
point out why I make that statement, and I said I would. 

Ina elicit 7 to the material submitted to the committee by the 
Civil Aeronautics Board counsel, which is entitled “Rate of Return 
on Average Total Investment, Domestic Trunk Air Carriers (Domes- 
tic Operations Only),” with respect to that material] there have been 
figures put in here with respect to industry rates of return concerning 
what this industry has realized in the rates of return and profit. 

It is my opinion that this exhibit, appendix 7, is misleading in im- 
portant particulars, and for the following reasons—and I wish to give 
as my reasons the reasons with respect to the figures pertaining, Mr. 
Chairman, to National Airlines, because that is the figures that I know 
something about. 

Apes 7 shows that it is constructed for domestic operations 
only. Well, now, National Airlines, for example, we say that the 
rates of earnings must be judged on the basis of system results. We 
operate into Habana, Cuba, and our operation in toto are far different 
from what they will show in appendix 7, so it gives you a misleading 
concept of what our rate of return actually is. 

Now, unlike other airlines, National and Eastern both have some 
foreign extensions, but our foreign extensions are called, for mail-rate 
purposes in the days of subsidy, stub-end operations as opposed to two 
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separate operations. We got the same mail rate for the stub-end as 
we did for the domestic portion. 

e Senengeenent when you take out of the whole system’s operations 
just the domestic results, you get a figure that is not accurate. 

In addition to that, appendix 7 was prepared with an inordinately 
low allocation of our total investment as to domestic operations, and 
it results in the distortion of our rate of return on the domestic opera- 
tions as set forth there. 

Also, I want to point out those errors could be avoided by examining 
the rate of return on a system basis. 

Next, one of the most important things, we think, about it is that 
CAB appendix 7 is entitled “Domestic Operations,” and I want to 
ee out there—and this is a technical point, and I hope you will 

ollow me on it—system nonrecurrent results in 1952 and 1958, for 
example, are extraordinary and nonrecurrent in nature, and I had 
included in those results, such as capital gains from the sale of 
equipment. 
hen you are figuring rate of return, it is always figured, on any 
sound economic basis, on the results of operations, not on the results 
of things that you are not doing in operations. 

‘When you sell at ticket, you base it on the rate of return you are 
getting from selling tickets and from being in operation. 

Now, these figures contain capital gains in there, as well as operat- 
ing results. en it says “domestic operations,” however, it has non- 
operating results in the figures, and, of course, from a rate of return 
standpoint, it makes the figures that much more different. 

Mr. Materz. Mr. Hardy, just so the committee will understand the 
discrepancy or the discrepancies that you indicate—— 

Mr. Harpy. Yes. 

Mr. Materz (continuing). Appendix 7, supplied to the committee by 
the Civil Aeronautics Board 

Mr. Harpy. Yes. 

Mr. Materz (continuing). Shows for National Airlines, for its do- 
mestic operations for 1950, a rate of return on average total invest- 
ment after income taxes, of 31.2 percent. 

Mr. Harpy. That is correct. 

Mr. Materz. For 1951, 37.5 percent; 1952, 25 percent; 1953, 26.9 
percent; 1954, 7.9 percent ; 1955, 13.3 percent. 

Your figures on rate of return, which are predicated on net operat- 
a 

r. Harpy. That is correct. 

Mr. Materz (continuing). Show 4.2 percent for 1950; 23.3 percent 
for 1951—— 

Mr. Harpy. Yes. 

Mr. Maerz (continuing). 13.1 percent for 1952; 9.2 percent for 
1953; 9.4 percent for 1954; and 11.3 percent for 1955; is that correct? 

Mr. Harpy. Yes. 

Mr. Materz. I take it from what _ have said that a principal rea- 
son for the discrepancy is that the Board has computed capital gains 
in determining National’s rate of return ; is that correct ? 

Mr. Harpy. In appendix 7, they have apparently done that. 

Mr. Materz. In appendix 7. 
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Mr. Harpy. Yes, that is right. And also, another discrepancy; my 
figures on page 29—page 29, yes—take out capitaligains, and also are 
based on my system operations, because that is the way I do business, 
not just on the one part of it. 

Mr. Materz. Let me ask you this: I take it one of the reasons for 
National’s having made capital gains was the fact that the price of 
planes, DC—6’s—— 

Mr. Harpy. I don’t recall—— 

Mr. Materz (continuing). Which National had—just a minute— 
doubled in value from the time National bought them; is that correct? 

Mr. Harpy. I don’t know. 

Mr. Maerz. Was that the principal reason, in your judgment? 

Mr. Harpy. No. The principal reason for capital gains is that 
we bought aircraft at X price; it was written down to a residual value 
or at least to—we had taken depreciation, and then when we sold it, 
of course, we sold it for the price we paid for it, and on some occasions 
less and some occasions more. 

Mr. Kxarrne. How long do you figure the life of a plane, for pur- 
poses of figuring depreciation ¢ 

Mr. Harpy. Seven years, Mr. Keating. 

Mr. Keatina. Is it one-seventh in each year, or more at the be- 
ginning ? 

Mr. Sasser, It is based on the regular one-seventh each year, that 
is right, and so if you had had a plane 7 years, you see, it had gone 
down to residual, and I think the residual value is 10 percent of the 
purchase price. 

Mr. Maerz. Isn’t it correct that one of the reasons for the large 
capital gains of National is because it sold these planes at a con- 
siderable profit ? 

Mr. Harpy. Yes, certainly. 

Mr. Maerz. Yes. 

Mr. Harpy. That is correct. 

Mr. Marerz. Well, now on the one hand, is it not true that National 
was depreciating its planes over a period of 7 years? 

Mr. Harpy. Yes; that is right. 

Mr. Materz. Therefore, by virtue of the fact that you were depre- 
ciating over 7 years—— 

Mr. Harpy. Yes. 

Mr. Materz (continuing). Your operating income was understated 
to that extent, was it not? 

Mr. Harpy. That is not the reason. 

Mr. Materz. Well, was it? 

Mr. Harpy. Not understated. Depreciation is a normal method of 
doing business. 

Mr, Marxrz. Certainly. 

Mr. Harpy. Here is why I say the capital gains should not be in- 
cluded in determining your rate of return on investment—— 

Mr. Materz. Just a moment. 

Mr. Harpy. Certainly, 

Mr. Matrrz. Then you were charging off this depreciation from 
net operating income, were you not? 

Mr. Harpy. Certainly. That isthe way you doit. 

Mr. Materz. Of course. 
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Mr. Harpy. Certainly. 

Mr. Materz. But the fact is that the planes were not depreciated ; 
isn’t that correct ? 

Mr. Harpy. Yes; but, you see, a capital-gains aspect, when we look 
at things on net return on investment, you don’t know when you sell 

‘aircraft what you are going to get for them, so you can’t base any 
figuring from the _— of view of rate of return on guessing what 
you are going to sell an airplane for when you determine to sell it. 

By that I mean this: I put it in my testimony, and I will get to it 
inamoment. That is gross speculation. It would be akin to diving 

‘in a swimming pool in the dark and not knowing whether there is 
any water in theswimming pool. That is the difficulty. 

r. Maretz. The point is that since you were deducting deprecia- 
tion from your net operating income, when these planes actually were 
not depreciated but, rather, were increasing in value—— 

Mr. Harpy. Yes. 

Mr. Materz (continuing). Don’t your figures, in effect, under- 
state your net operating income? 

Mr. Harpy. No, I say that they don’t, because you don’t know what 
you are going to get for that plane when you sell it. 

I could well say in 1959, when we get delivery of turboprops and 
jets, and there are many, many hundreds of airplanes being ordered, 
it could well be at the time when we get sufficient delivery of those so 
that we would be in a position to sell our obsolete aircraft, and still 
provide the service required, that there would be so much of that 
obsolete aircraft that we could not get even the residual value for 
the aircraft. 


The Cuarrman. Who determined that 7 years was the normal life? 

Mr. Harpy. Civil Aeronautics Board, Mr. Chairman. 

The Cuarirman. And in the case of those that you sold, apparent- 
ly 7 years was not the life of the plane, the normal life of the plane, 
because you es sold them at a huge profit to somebody who 


felt the planes had a good use for quite a number of years thereafter. 

Mr. Harpy. That is a good point, Mr. Chairman, but as I point 
out, it is a point that neither you nor I could figure in our operations 
5 years from now, what are we going to get for a given airplane. 

We don’t know what the market will be. 

When we talk about a greater rate of return, we cannot figure on 
nonrecurrent or speculative profits. I don’t know, I have not made 
the comparison—there has been a comparison made here that the rail- 
roads have a rate of return of somewhere around 4 percent, and they 
compare it to the airlines’ rate of return, we will say, of 8 percent. 
Does the railroad return include capital gains? I don’t believe it 
does. 

That is the thing I am talking about. Nobody, when they are 
talking in terms of rate of return on investment, relate anything ex- 
cept your net operating income, after taxes, to your investment, on a 
sound investment base procedure, such as the Civil Aeronautics Board 
uses. That is my point. 

Mr. Keattne. Who do you sell these planes to at a profit? 

Mr. Harpy. Whoever you can get to buy them. 

Mr. Keatinea. I mean, are they foreign airlines? 
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Mr. Harpy. On occasion we have sold aircraft to domestic operators 
here, we have sold aircraft in the past to Australian airlines, we have 
sold aircraft to Thailand, and so on. 

Mr. Keatrna. I am just curious why they do not buy planes directly. 

Mr. Harpy. That is one of our big problems. Tomorrow morning 
I could perhaps use 3 or 4 airplanes if we could buy them that directly, 
but you have got to get in the line and buy the planes 3 years from 
now. That is one of the troubles in this business; you have to buy 
3 years in advance; and if you figure wrong, the stockholders reprove 
you. That is what happens. 

Mr. Maerz. Mr. Hardy, you are criticizing the Board’s figures for 
being misleading. 

Mr. Harpy. Yes. 

Mr. Materz. And you have also pointed out that, in fact, you did 
realize capital gains ? 

Mr. Harpy. Yes. 

Mr. Materz. From the sale of planes? 

Mr. Harpy. Yes. 

Mr. Maerz. My question is this: Isn’t the capital-gains accretion 
as reflected in the Board’s figures, in effect, a correction of your over- 


statement of depreciation which did not actually occur? 

Mr. Harpy. No; I don’t believe it is. 

Mr. Materz. Tell us why not. 

Mr. Harpy. Because I say when you—the purpose of a rate of re- 
turn normally is to determine what you are getting on your invest- 
ment for purposes, for example, as I believe has been stated here, if 
we are getting an awfully high rate of return, maybe we should have 


lower fares. 

Generally, I would agree with that economic philosophy. But I 
say to you when you are determining our rate of return for this year, 
next year, and the year after, you cannot put into it speculative items, 
because you don’t know what they are going to be, and you can’t put 
them in the past because you don’t know what they are going to be. 

And you don’t know, from operations based on that investment, 
what that rate of return is. 

Now, you might say—the chairman has been very attentive in this, 
and he has been attentive with other witnesses talking on it, and that 
is why I brought it up, Mr. Chairman, for this reason: That you might 
state, if you get a 14 percent rate of return, we think that is uncon- 
scionable, and you should, as a result, have to reduce your fares to 
give the public a better break, and you should not be gouging the 
public, if you can make that much money. 

Well, I say to you, suppose we continue on now for 7 or 8 or 9 years, 
with new equipment coming in, and don’t sell any of our old equip- 
ment. Now, true, if that equipment could be sold, we might have 
been able to realize a capital gain. 

But we, in effect, have to use it in our operations. If we have to 
use it in our operations, our rate of return is smaller; is it not? We 
can’t speculate on that item to determine how to do business, and no 
economic treaties, when they talk in terms of rate of return, no eco- 
nomic philosophy, and no regulatory board, ever talks in terms of 
nonrecurrent profits included in determining rate of return. 

Rate of return is based on net operating income related to your 
investment base; and that is always the philosophy of the word—it is 
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just like when I drive a Ford, I can’t call it a Cadillac—the rate of 
return has a specific definition, and you cannot include in that items 
of nonrecurrent factors. It is operating rate of return, you under- 
stand, and selling an aicraft is a nonoperating profit, if you sell it 
for a profit. 

Mr. Keating. You buy aircraft with the idea of selling them? 

Mr. Harpy. Not at all, but we hope we might be able to. But we 
ut our financing program in, if we get the residual value, we will be 
ucky, but we hope in some instances to sell them and we plan on it. 

That is a good point you put in there, Mr. Keating. 

Mr. Keatine. Because I chonishe if that was the secondhand busi- 
ness, I have got a car I would like to sell. [| Laughter. | 

Mr. Harpy. Why I say that is this: If you figure on selling the 
equipment at a profit, and it is not there, and you have lowered your 
fares on the basis of figuring on something that is speculative, you 
would be in real serious trouble. And once you lower fares, increasing 
them is a difficult job. 

Mr. Keatine. What I mean is this: Most of the airlines have sold 
planes, as I hear here, and it was a surprise to me. I wondered if the 
people who are carrying passengers are also engaged in the business 
of acting as brokers for airplanes 

Mr. Harpy. No. 

Mr. Kearine (continuing). In effect. 

Mr. Harpy. We sell them when we put in replacement aicraft for 
this reason, that in every instance that National sold an airplane, that 
profit has gone into buying a new one. 

In other words, we plow it right back into the new equipment which, 
as I pointed out to you the other day, is costing just that much more. 

For instance, DC-4’s cost about $500,000. Then we sold the DC—4 
and we put that money into a DC-6 that cost $900,000. _Then we went 
into DC-6B’s. Well, nobody is selling their 6’s yet, because those 
are still a modern aircraft. But that cost us about a million and a half. 

Now the DC~7’s cost $2.1 million, the turboprops are going to éost. 
from $2.5 million to $3 million, and the turbojets $6 million. 

So each time we are plowing this back into other aircraft. 

Mr. Kratine. Do you ever buy a new plane and turn it over the 
next day ? 

Mr. Harpy. No, we have never done it. No. 

Mr. Keraritna. Those you have sold, you have used for an appre- 
ciable length of time? 

Mr. Harpy. Yes, indeed. 

Mr. Chairman, might I go on a bit and point out some other things 
about appendix 7? 

Mr. Maerz. Might I ask one other question on this subject, and 
then I will be finished. 

Mr. Harpy. Certainly. 

Mr. Marerz. Is it or is it not a fact that by not including capital 
gains, and by taking a depreciation which your experience has shown 
to be unrealistic, your company was, in effect, understating its net 
operating income? 

Mr. Harpy. No, because depreciation is a valid operating expense. 

Mr. Materz. Certainly, but it was a depreciation which you 
didn’t—— 
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Mr. Harpy. What we sell that for later-— 

_ Mr. Materz. But it was a depreciation which you didn’t in fact 
incur; isn’t that right? 

Mr. Harpy. Let me ask you this: Suppose we turn the pancake 
over. I like to turn it over and get both sides of the pancake. 

Mr. Maerz. Yes; sure. 

Mr. Harpy. Suppose we sold it for an awful lot less than the residual 
value on it, and we sold it for less. 

The Cuarrman. It would have to work both ways. 

Mr. Harpy. Absolutely, Mr. Chairman. How do you speculate on 
that? And you can’t speculate on that and run a business. 

Mr. Materz. It is not speculation, Mr. Hardy, because experience 
has demonstrated that you did not actually incur this particular 
depreciation. 

r. Harpy. Yes, but again, that is only over a relatively short 
period of time. 

Mr. Materz. That is correct. 

Mr. Harpy. When the DC-4’s came into being, you could have 
bought DC-3’s for relatively nothing, $1,500, you could have bought 
DC-—2’s; and had you and I had foresight to buy DC-3’s in 1943, you 
and I would have been millionaires. 

The fellow who sold them then got a hooking, but the fellow who 
sold it in 1951 when the Korean war came on made a bonanza. 

How can the fellow figure what the result will be? 

I want to give you some further figures—— 

Mr. Materz. I think you pointed out in your testimony that the 
Civil Aeronautics Board forced National Airlines to raise its fares. 

Mr. Harpy. The industry. 

Mr. Materz. Is that right? 

Mr. Harpy. Yes. 

Mr. Maerz. Now my question is this: Did the Civil Aeronautics 
Board ever force National Airlines to raise its fares since National 
Airlines was off subsidy ? 

Mr. Harpy. Let me refer to my associate here, who has been work- 
ing on this much longer. 

r. Maerz. Yes, of course. 

The Cuarrman. Go ahead. 

Mr. Harpy. The only thing I can recollect is this, and this would 
be subject to CAB verification, they could tell you whether my recol- 
lection is correct, and I am only stating it from recollection: When we 
finally were approved on the right to go into daylight coach in 1951 
and 1952, we were told we could go into daylight coach at rates, I 
believe, higher than we had originally proposed. 

Now, we had intended to go into them at a lower rate, and we were 
off of subsidy, according to the mail-rate staff, either a little bit before 
that time or concurrent with that situation. 

Mr. Materz. Well, according to your statement the Civil Aero- 
nautics Board asked you to increase your fares by 10 percent in 1948, 
and you also state, page 34 of your prepared statement, that you re- 
fused CAB coach-fare increases of 1214 percent in 1950. 

Mr. Harpy. That is right. 

Mr. Maerz. Both those times, both those periods, National Airlines 
was on subsidy; was it not ? 
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Mr. Harpy. At the time we had the mail-rate case, they recaptured 
it all, and the profits we made in 1951. 

Mr. Materz. At that time—— 

Mr. Harpy. At that time, I would say we were in subsidy then, but 
when we later had a mail-rate case, 3 or 4 years later, they recaptured 
to make up out of 1951 profits the subsidy they paid in 1950; do you 
see what I mean / 

Mr. Matetz. Wasn’t it the purpose of CAB in directing National 
Airlines to raise its fares, to see to it that the American taxpayers’ 
imvestment in subsidy 

Mr. Harpy. That is the point I made the other day when I said to 
the chairman, in answer to his question, that their philosophy was low 
load factors and high fares; and our philosophy was to get more 
business, it was high load factors and lower fares. And we think 
the CAB was wrong. But they had that duty. 

Mr. Matetz. Yes. 

Mr. Harpy. And they had that worry, and they did it, and—— 

The CuarrMan. That is an answer. 

Mr. Harpy. And second-guessing it is a difficult proposition. 

Mr. Maerz. Yes. 

Well since National has been off subsidy, has there been any time 
Soren Civil Aeronautics Board has asked National to raise its 

ares ¢ 

Mr. Harpy. To raise its fares? 

Mr. Marerz. Yes. 

Mr. Harpy. I would say no. 

Mr. Maerz. Didn’t the CAB require the airlines, late in 1951, to 
cut fares effective March 1952 to 4 cents a mile for night coach ? 

Mr. Harpy. All but—many of the carriers, but not National. We 
were already there. 

Mr. Materz. You were already there ? 

Mr. Harpy. Yes. 

Mr. Matetz. I see. 

Mr. Harpy. We were at 3.9, I believe, at that time. 

Mr. Maerz. One other subject. 

Mr. Keatine. I thought all the airlines had the same fares. 

Mr. Harpy. No; we had coach fares, daylight, I believe, about a 
year before Eastern. There was a time in there, about 1951, "when we 
captured 51 percent of the New York-Miami market with a lower 
fare, before Eastern got wise they had to get in on the lower fare, too. 

And now, with their strength and their giant economy, they have 
been able to forge ahead, and we only take about 42 percent of the 
traffic now, because they are matching us in fares. But we had a little 
jump on them for a while. 

The Cuarrman. Maybe if you still lower the fare, you might still 
recapture the market. 

Mr. Harpy. We are trying to figure out how to do it and still 
buy $6 million airplanes. 

Mr. Materz. Just two more questions. 

Mr. Harpy. Yes. 

Mr. Materz. I think you indicated you are undertaking a $100 mil- 
lion program to buy new aircraft. 

Mr. Harpy. I didn’t hear you; excuse me. 
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Mr. Materz. I believe you indicated in your last appearance before 
the committee that National Airlines is undertaking to obtain financ- 
ing in the approximate amount of $100 million to buy new aircraft. 

Mr. Harpy. Yes, indeed ; yes. 

Mr. Maerz. Have you completed those financing arrangements? 

Mr. Harpy. Our financial arrangements are nebulous in this area. 
We have not sought yet any loans, because we feel that this program 
will require anywhere from 25 to 50 million dollars, and we hope to 
finance these airplanes out of depreciation and profit. 

Mr. Materz. Well, I believe that a Mr. Brawner of your company 
made a speech before the Securities Analysts of New York, indicatin 
that your financing plans were virtually completed; that you woul 
undertake those financing plans through reinvestment of deprecia- 
tion, reinvestment of part of your profits, and a standby bank loan; 
is that correct ? 

Mr. Harpy. That is correct. Here is why I say we are not com- 
plete: We went to the New York banks, and we asked them, “on the 
basis of National operations as they are today, would you give us the 
required loan that we need?” And they said, “Yes.” 

Now, normally a company would go in then and take the loan and 
pay a commitment fee of one-half of 1 percent interest, and wait for 
the 4 years to use the money. We decided that we have got enough 
confidence in ourselves, with the hope that the Civil Aeronautics Board 
will look closely at these rates and keep this a stable industry pending 
this receipt, that we would save that half percent commitment fee and 
hope we will be in the same position 4 years from now to get the money 
as we are today. 

We are taking a risk. 

Mr. Maerz. For all purposes, I take it that National Airlines has 
completed its arrangements for financing? 

Mr. Harpy. We believe we have; yes. 

Mr. Marerz. Were you here when Mr. Gewirtz testified before the 
committee ? 

Mr. Harpy. Yes, I was. 

Mr. Matrrz. Do you recall Mr. Gewirtz testifying about the tre- 
mendous difliculty envisaged by the airlines in arranging for financing 
for their expansion program ? 

Mr. Harpy. Yes. It is very difficult for most of the airlines. It 
happens to be fortuitous at this time that National, because of their 
aggressiveness, is in a good position and has a better reception than 
others. 

Mr. Maerz. Are you saying now 

Mr. Kratrne. Also, maybe their senior vice president is a good 
salesman. [Laughter. ] 

Mr. Harpy. Thank you, Mr. Keating. I hope my president reads 
this transcript. 

Mr. Materz. Are you saying, Mr. Hardy—— 

The Cuarrman. We will send the transcript to him. 

Mr. Harpy. Thank you. 

Mr. Matetz. Are you saying, Mr. Hardy, that National Airlines 
is stronger than American Airlines, for example? 

Mr. Harpy. Oh, no; but American Airlines went out and took a 
commitment and paid a commitment fee because they are concerned 
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about what happens when they take delivery of these large numbers 
of aircraft they have ordered, and they have a commitment now, and 
they are paying an insurance company that commitment fee. The 

could not get it from the bank, the amount of money they menial 
The banks could not come up with it, and the banks didn’t think, 
apparently, it was a good risk. 

They are paying a higher rate with the insurance company than 
they thought they w ould } pay. 

Mr. Materz. Are you saying National Airlines is a better risk than 
American Airlines? 

Mr. Harpy. Well, American needs millions and millions, and we 
only need a hundred million. [Laughter. | 

Mr. Materz. O. K. 

The Cuamrman. You have been very patient. You go ahead. 

Mr. Harpy. I wanted to go back to this appendix 7, ‘and why I say 
it is misleading. And I wish you would study this, too, gentlemen. 
You will notice the Board’s order which started the fare investigation, 
dated 

The Cuarmman. I wrote the Board’s order? 

Mr. Harpy. The Board’s order dated May 10, 1956, the new order. 

The Cuarrman. Excuse me. 

Mr. Harpy. The new order, and their appendix 1, which is annual 
return on investment, the figures they got in there for industry in- 
vestment rate of return are different from what they have got in 
appendix 7, different figures. So here again, which ones are right ? 4 

Now, those figures also include capital g gains. However, the Board 

uts out a very informative publication, which is called (Quarterly 
hiesorts of Air Carrier Operating Factors, and this is the thing I 

wanted to point out to you: The Board in these reports they put out 
every 3 months, and for 1952, for example, they show National, in 
appendix 7, to have made a rate of return of 25 navebeda and in their 

uarterly reports for the same period, on domestic operations again, 
they show National to have a rate of return of only 10.3 percent. 

They show National in these quarterly reports with a rate of return, 
in your appendix 7, of 26.9 percent; ae in their quarterly reports 
they only show 9 percent for the same year. That is for 1953. 

The Cuamman. Of course, Mr. Hardy, I think under those cir- 
cumstances, at some time in this hearing we will have to hear from 
the CAB. I understand Mr. Roth is in the room, and I suppose he 
is paying strict attention to what you are saying. 

Mr. Harpy. That is right. 

The Cuatrman. And it might be well later to call him, because there 
is a sharp conflict here to be resolved. 

Mr. Harpy. Yes, I think there is, and I think perhaps at a later 
stage it might be well for you to do it for purposes of your report, 
so you can at le: ust weigh the proper method to compute rate of return, 
because I am going to give you the way we think it should be done 
in my testimony, and we want to point out the fallacies in this. 

Here are two different things. I want to point out 

Mr. Keattne. The main purpose of this inquiry is to find out 
whether you big airlines are running the CAB or not. 

Mr. Harpy. That is right. 
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Mr. Keatine. And according to your testimony, apparently you do 
not think you are. 4 

Mr. Harpy. We certainly aren’t. We didn’t get them to put in the 
figures which we think are the right ones. 

I might say this, I might say this: In the year 1954, they show in 
this, return for National 7.9 percent rate of return; and again, that 
is based on domestic. But they show in their quarterly report for Na- 
tional for the same period, 5.9 percent rate of return, which they 
amended with an errata sheet and reduced it to 5.6. 

And what I submit here, Mr. Maletz, in view of your questions, 
there were no capital gains in 1954. So, consequently, how do we 
have that discrepancy? There must be something here that needs 
straightening out. 

So I ask you to refer to this quarterly report—and what do they 
entitle them—“Earnings Positions of Certificated Air Carriers,” and 
each and every air carrier’s rate of return is substantially less than 
what they have given you in appendix 7. 

The Cuarrman. Would you like to put this in the record ? 

Mr. Harpy. I would love to put it in the record. This is one exam- 
ple. They come out every quarter, but I will put one in so you will 
have an idea what it is about. 

Mr. Maerz. How long have you been with National Airlines? 

Mr. Harpy. It will be 5 years September 15 of this year. 

Mr. Maerz. Are you in frequent communication with the Board 
on day-to-day matters? 

Mr. Harpy. I have been before them 4 or 5 times in the last 2 weeks 
on international matters. 

Mr. Maerz. I take it you are in touch with members of the staff 
on various matters. 

Mr. Harpy. Not as much as I would like to be. 

Mr. Materz. Did there ever come a time in your 5 years with 
National Airlines when you indicated to the staff of the board that its 
figures were misleading or contradictory ? 

Mr. Harpy. No: because these figures, we think, are accurate. These 
figures here. And this is the only ones we have had to look at until 
we saw this appendix 7. This is a new figure. We had never had this 
type of treatment before in the sense of computations. 

We have always looked at these kinds of figures, and they basically 
agree with ours. 

Now, this figure that they put in this passenger fare investigation 
order appendix, we will be in there arguing with them when we get 
into hearing. 

Mr. Marrrz. Tsee. You may continue. 

Mr. Harpy. What I wanted to point out again, so that we would be 
sure you would not be apt to use appendix 8, appendix 8 they sub- 
mitted was rate of return on average equity investment, and, of course, 
those are far different figures than the ones that are in appendix 7, 
but I want to point out that appendix 8 suffers from the same impair- 
ments as appendix 7 suffers from. 

Likewise, I want to point out it is quite unrealistic, unrealistic, and 
not even a court or anybody would ever think of doing this, to base rate 
of return on equity. You have got to think of it in terms of debt. 

And to make that most emphatic, assuming that you had two carrie 
and you based it only on equity, such as equity is in appendix 8, i 
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you had one carrier who had an equity investment of $10 million and 

ou had another carrier who had an equity investment of $5 million, 

ut the carrier with the equity investment of $5 million had a debt 
investment of $5 million, so they both had a recognized total invest- 
ment of $10 million, if you base your study on the basis of aeons 8, 
the carrier with an equity investment of $10 million, if they both made 
the same net after taxes of, say $700,000, the rate of return for the fel- 
low with the equity investment of $10 million would be 714 percent and 
for the fellow with the $5 million it would be 14 percent. So you 
have got to take into consideration his debt as well as his equity. 

And I want to point out that if you go looking at that exhibit, ignore 
it, because it doesn’t have any semblance of economic analysis 
attached to it. 

Mr. Scorr. When some company pays a commitment fee, is that 
amount for which they have committed themselves shown as indebted- 
ness right then and there; is it deferred, or how is that figured from 
a bookkeeping standpoint? In other words, if you had a 1-percent 
commitment fee, and you had committed yourself to spend $100 mil- 
lion, and you had paid the 1 percent, would that $100 million then 
show on your books as debt ? 

Mr. Harpy. Not until you get the money. That is so they hold it 
for you, and when you get a contract and ready to take it, for that com- 
mitment fee you get it at the interest rate you agreed on at that time. 

Mr. Scorr. In effect, that is the way you say, “Don’t go away; 
stay around.” 

Mr. Harpy. And then, again, you can’t use it until you put it into 
the company as investment used and useful. 

Mr. Scorr. Yes. So American’s practice is different from yours. It 
does not affect the practice of showing 

Mr. Harpy. No; none whatever. It would not show up at all. 

Now, gentlemen, in view of this fact, the picking that I put with 
respect to appendix 7, I want for your consideration—and I am going 
now to page 28 of my testimony—to make some general observations 
relating to the economics of my company’s operations so as to acquaint 
this committee with an individual example to contrast with the indus- 
try figures submitted by the CAB andthe ATA. 

First of all, the CAB’s material submitted in answer to your request 
conveys the impression that National in recent years has had the 
highest rates of return in the industry. Pinpointed, as I pointed out, 
proper rate of return figures based upon accepted economic analysis 
Just don’t support any such conclusion. 

National has been a trunkline carrier since 1944—the time of Na- 
tional’s award of the New York-Miami route. Since 1944, National’s 
operating profits related to investment for the 12-year period have 
resulted in an average rate of return on investment of 7.1 percent. 

For the past 2 years—1954 and 1955—National’s rate of return on 
investment has been 8.4 percent. And for 6 of the past 8 years— 
omitting 1948 and 1951—National’s rate of return on investment has 
been 8.3 percent. 

Why have I omitted the year 1951, when we had a high rate of 
return? I have omitted it because the year 1951, operating results 
during 1951 were a direct result of the Korean war stimulus to traffic 
superimposed upon the surging buildup of coach traffic. 
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Sound economic analysis dictates the omission of such unusually 
abnormal years so that an accurate trend can be established. However, 
for the opposite reason, the year 1948 has been omitted—our operating 
experience in 1948 was unusually subnormal. 

And I have put on page 29 our figures based on rate of return on 
investment, which take out the capital gains that are nonrecurring, 
and which base it on our system operations, not just our domestic, 
because we do operate to Habana. 

Now, you can see those on that page. I won’t go through them with 
you. But I think those figures are the type of figures, Mr. Chairman, 
you should look at in determining whether somebody has a high rate of 
return. 

(The table referred to is as follows :) 


National’s rate of return on investment (system operations) * 














Net oper- Average Rate of return 
ating invest- on invest- 
income ? ment 3 ment 

Fiscal year: Thousands Thousands Percent 
cbc anid cundahieiipwcarehied ake dddbda henna ae eee $5 $1, 118 0.4 
Donk dhicinén dbp ck mnthicanhoodeotidinwehbdandbiadeaadcsadad 158 2, 335 6.8 
SRS Se A ee SA ae ees ee re 115 3, 890 3.0 
OO Sb bndedinddne dbdashbastnnlasduneshbusdiabte deubhine 400 6, 509 6.1 
I aise ci ail hie x gen atheist alk abt ds aaa se ee a i —1, 946 8, 024 —24.3 
EE Ade dinti dian suighmnt dln tiatlihtatachn eth hiatniatntphamaeeteia aaa 7, 390 =a 
1950... ie 3 aodele shealeise 303 7, 127 4.2 
WO innd Se de cbidbieckakbckeubeedwecateeusendbesaceabansokune 2,172 9, 304 33.3 
ee ills in sdb diese ihtasiais piibadndlacaelbadains eins ck ehhenehath atau dleaeisiaesacon ania eel 1, 692 12, 864 13.1 
Tl Pncithpdndiditeps pduyadadee <miptnaboudéakutinaetnabieatel 1, 984 21, 415 9.2 
Mick cnn ttc danim 6 bikin she aalaee babies wid eadioter anabal tis aeae 1, 494 27, 565 6.4 
TL cseinstanupisigntiss mnie tteeteasane eddies thie oe aes 3, 302 29, 132 11.3 
Average rate of return, 12 years, 1944-55.._._.......-.---.----. 9, 747 136, 673 78 

Average rate of return 6 of 8 years, 1949, 1950, 1952, 1953, 1954, 

PONS ee ee oo eee ohare 8, 843 105, 493 8.3 
Average rate of return last 2 years, 1954-55............-.------- 4, 796 56, 697 8.4 


| 
| 
| 
| 
| 
| 


1 CAB form 41 reports. 
2 Net operating income after taxes. 
3 Computed on CAB system used in CAB Quarterly Operating Factors. 


Mr. Harpy. As you can see there, when National’s earnings are 
thus properly evaluated, the company’s rate of earnings in recent years 
is found to be no more than appropriate. In fact, it will require 
a herculean effort on our part to fulfil the commitments I have outlined 
to the committee in order to maintain the required competitive balance 
against our aggressive and rich competitor, Eastern. That is the 
commitments I outlined to the committee on Monday, with respect to 
equipment. 

With respect to capital gains, I want to point out, again, we have 
realized nonoperating profits—which we have plowed back for new 
equipment—and we have realized those from the sale of obsolete 
equipment, but a proper evaluation of National’s capacity to compete 
in the future must sever nonrecurrent factors and must focus upon 
rates of return on operations. 

Anticipation of nonoperating profits from equipment sales would be 
unsound and speculative. To base future planning on sales and as- 
sumed nonoperating profits would be akin to diving into a swimming 
pool in the dark without knowing whether there is water in the pool. 

The facts in National’s case—as they say, we have the highest rate 
of return in the industry—demonstrate the fallacy of the widespread 
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notion that this industry realized a very high rate of return on 
investment. 

And, as I pointed out to you, for the past 2 years it has been about 
8.4 percent. Here is the thing I wish to have you reflect upon. You 
look at 1951, and you will see we have a rate of return of 21.3 percent, 
and somebody would say that is exorbitant and you should have low- 
ered fares. Look at what would have happened if we had done that. 

As I say, National’s rate of return for the past 2 years has been 
8.4 percent: for 6 of the last 8 years it was 8.3 percent; and, for the 
entire length of our trunkline existence, 12 years, it was 7.1 percent. 

In 1951 great argument would have been founded upon National’s 
high rate of return during 1951, but the experience of the years follow- 
ing prove that added competition, reduced fares, or the like, at that 
time would have proven to be a very grave mistake. As you will note, 
our rate of return in 1954 slipped to 5.4 percent, which is less than a 
subsidy rate. Consequently, that is an excellent example of how a 
keyhole judgment of such matters, looked at that 1 year, would lead 
this industry and this Government, since we are a regulated industry, 
into a very serious and grave error. 

Now, the 1951 experience, where we had the Korean war stimulus 
buildup and the surging of coach traffic—and we particularly had the 
break that year, because Eastern didn’t catch up to us on coach—that 
experience may well never be repeated. Korea supplied the stimulus. 
and our investment was relatively small. 

And if I leave nothing else with this committee, I urge that it is 
sound and important, in evaluating a carrier’s future earnings, to 
keep one eye fixed upon prospective increases in the carrier’s invest- 
ment base required to stay competitive, and the other eye on the in- 
creases in revenues which will be necessary to sustain an adequate 
pattern of service over the routes in question in the jet age. 

Whether profits are too high in each individual case must be deter- 
mined on the basis of the facts in each individual case—general 
application can never be a cure-all for each case. 

In considering the ability of any carrier—and this is most import- 
ant—to withstand profit reductions, rate changes, added competition, 
or what have you, it would be unsound to rely on the syllogisms alluded 
to by one of the witnesses in this hearing. The fallacy of syllogistic 
argument is quite obvious. Profit and multicompetition are woven 
together. 

If a route produces only a relatively small part of the revenues of 
the carriers serving it, the question of adding yet another carrier 
would not make much difference. However, if the route produces the 
large part of the revenues of any carrier serving the route, the question 
of adding competition would be a very different issue. 

On the competitive factor, on this look at little National in competi- 
tion with big Eastern, and it is a good example. Over 70 percent of 
National’s revenues come from the New York-Miami route, one blood- 
line, one stream, no other. It is National’s backbone route, whereas 
it is only one of many choice routes for Eastern. 

Their percentage of their total takeoff of that route is much less. 
They have other, better routes—Chicago-Miami, Houston-New York, 
Atlanta-New York—but we have only one. 
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National is probably unique in being the only trunk carrier to have 
such completed dependence upon a single route. But, unlike the non- 
skeds, the profits from that single route must support a large network 
of short-houl, short-hop, low-load-factor, deficit-producing operations. 

National must have its east coast gains to carry the ‘loabes of its 
short-haul operations. We serve 33 cities besides New York and 
Miami. If the profits of the east coast are lost by added competition, 
the public must pay the subsidy required to sustain and continue these 
loss or which National presently supports out of the east coast 
net profit. 

There can be no question as to the public need for the short-haul 
services which National provides up and down the Atlantic coast, 
within Florida, to and from Cuba, and all along route 39. Route 39 is 
Jacksonville to New Orleans, with great towers of economic producing 
strength, such as Valdosta, Marianna, Pensacola, Mobile, and so forth. 

Now, the operating characteristics of this extensive short-haul 
system are such that they will require either public or private support 
from the Federal Treasury or private support from us from the 
profits we make on other routes, for the foreseeable future. 

To give you a good example of that, it would be contrary to Govern- 
ment policy to add the costs of these extensive losses to public subsi- 
dies. As the matter stands, we support those losses today, National 
does, out of these east coast long-haul profits, but the proposals I have 
heard here will so dilute us, if we have all this competition, when 
they say, “You have 4 in those 2; why shouldn’t you have 4 in the other 
2,” but the proposals I have heard here will so seriously dilute or 
destroy National’s east coast profits that the support for our short-haul 
services will come from the Public Treasury—and in 1954, the total loss 
for these services was $3,300,000. National bore that brunt. 

That isthe Convair operation. I hope some day they will make a 
two-engine airplane that can make some money. That one can’t. 

Now, the above facts and circumstances simply prove that National 
does not have a surplus rate of earnings. 

In considering profits from National’s operations and its future 
financial self-sufficiency, it is most important to consider the fact that 
the relatively modest operating profits of the past few years I have 
alluded to here, have been achieved under—what kind of conditions ?— 
the best, ideal conditions. 

The period since 1949 has been a period of unparalleled and surging 
prosperity stimulated very substantially by the sharply increased 
national-defense program, resulting in remarkable increases in per- 
sonal income and vacation travel. 

Tf, as is certainly a real possibility, the economic climate should level 
off or take a turn for the worse, it is clear that National or any other 
carrier will have a real burden in keeping its operations on a profitable 
level in competition with a tremendously dominant and financially 
strong competitor. The new nonsked award by the Board is worry 
enough for us. 

As you know, they now can come in, nonskeds can fly 10 flights a 
month between New York and Miami, and anyone who has a supple- 
mental certificate can do that. 

Now that they are legalized and can have regular schedules, we 
have got to cope with that, and there will be about 35 or 40. 
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a Keatine. Thirty-five or forty nonsked companies that will do 
that 

Mr. Harpy. Yes, I believe there are about 35 or 40 that will be sup- 
plemental carriers under the new decision of the Board if it is not 
turned over by the courts in the appeal. 

Mr. McCutiocn. Do those carriers make any short hops? 

Mr. Harpy. They don’t have to. They can operate between any 
two pairs of points, 10 flights a month, on a scheduled basis. 

Mr. MoCutiocn. Do they make any short hops? 

Mr. Harpy. No, sir. 

Mr. McCutxocu. For instance, you have named Marietta Valdosta, 
Pensacola, Piqua, and so on. 

Mr. Keatrnea. He did not name Piqua. He just threw that in. 

Mr. Scorr. Nobody ever mentions Philadelphia. 

Mr. Harpy. We serve Philadelphia, Congressman, and we have 
done very well there, and we have increased that service there recently, 
in the last 2 years. And we hope to do better out of Philadelphia. 

The CuamrMan. How many flights does National have a month on 
the Miami-New York run? 

Mr. Harpy. Well, it varies. We have a great many in the winter 
and, of course, we reduce in the summer. 

I believe we had 26 flights a day between New York and Florida 
points on a nonstop basis; in other words, Jacksonville, Tampa, Miami. 

The Cuatrman. That is during the winter ? 

Mr. Harpy. During the peak season. 

The Cuarmman. Is that December, January, February, and March? 

Mr. Harpy. Yes. We institute those about January; that is about 
right. We put in winter schedules about November 15, but then we 
have equipment out for overhaul, and we finally get it all geared for 
the big hump to come in February, March, and April. 

The Cuatrman. And no nonscheduled line can have more than 10 
a month ? 

Mr. Harpy. No nonsked line can have more than 10 a month. 

The Cuarmman. And you have about 780 a month. 

Mr. Harpy. They can operate 10 New York to Miami, the nonsked 
can operate 10 New York to West Palm Beach, he can operate 10 New 
York to Jacksonville, he can operate 10 New York to Tampa, he can 
operate 10 New York to New Orleans. 

The Cuarman. Ten from New York to any city ? 

Mr. Harpy. Any city, as long as it is not in the same pairs of cities. 
He can start more from Philadelphia, then more from Washington, 
and so forth. 

The CuarrmMan. What I want to get at is this: as between New York 
and Miami, they can only operate 10 flights a month, each nonsked ? 

Mr. Harpy. Each nonsked. 

The Cuatrman. Each company. 

Mr. Harpy. That is right, each company. So if 45 companies oper- 
ated, they would have 450 flights. 

The Cuatrman. As against National’s operating 780 a month be- 
tween New York and Miami. 

Mr. Harpy. In the winter, with the certificated carrier on the route. 

The Cuarrman. That is not very much competition. 
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Mr. Harpy. Oh, but it is, indeed, if you take and reduce National— 
this last winter, we operated with 30 percent of our seats empty. all 
the time. Now, if we get a little bit more reduction on that, our pas- 
senger load factor gets in trouble. That is a miracle mile, the load 
factor. 

The Cuarman. I hope you do not get into trouble, and I hope you 
get all the traffic you can bear. 

Mr. Harpy. Thank you very much. 

This committee, Mr. Chairman, and the Civil Aeronautics Board, 
must study the competitive environment for any carrier. Exhaustive 
study and expert analysis in each individual case is required. 

Sweeping statements such as “freedom of entry,” “lack of multi- 
competition between major points,” “high profits,” and many others 
such as I have heard in the last few weeks, are always impressive, but 
they will not stand the statutory tests required by the Civil Aero- 
nautics Act. 

On the basis of facts such as I have reviewed, it is clear that careful 
study must be made to support lower fares, reduced profits, or added 
competition. The many vacuum-packed slogans voiced here by other 
witnesses must be taken with a grain of salt. 

That concludes my testimony on these matters, Mr. Chairman. 

The Cratman. The record will be open for any corrections you 
want to make or for the insertion of any data, providing you show 
it to counsel. 

Mr. Harpy. Thank you very much, sir. 

The Cuatrman. Thank you. And we want to apologize for keep- 
ing you unduly long. You have been exceedingly patient. The com- 
mittee interrupted you rather extensively, but you understand that 
is only to bring out the facts. 

Mr. Harpy. I hope you are as pleased with the substance of my 
presentation as you have been with my patience. Thank you. 

The Cuamrman. We are always pleased with your personality and 
your character. 

Mr. Scorr. Mr. Hardy, if we seem to have been trying you for 
making a profit, I must say that we are prepared to find you guilty. 

Mr. Harpy. Thank you very much. 

The Cuarrman. I want to place in the record a letter received from 
Trans American Airlines, dated May 22, which will be accepted for 
the record. 

(The letter referred to is as follows:) 

TRANS AMERICAN AIRLINES, 
Washington, D. C., May 22, 1956. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: During the testimony on May 21 before your Subcom- 
mittee on the Study of Antitrust Laws, Alexander G. Hardy, vice president of 
National Airlines, made reckless charges that Trans American Airlines had 
sought to pressure improperly the Civil Aeronautics Board in connection with 
Trans American’s efforts to break the 18-year-old “closed sky” policy of the Board 
and gain permanent authority to provide low-cost air service. 

We respectfully request your committee to undertake an exhaustive investiga- 
tion of the whole story of airline pressures on the Board and other agencies of 
the Government. This investigation should put the searchlight.on the web of 
influence carefully spun by the major airlines during the 18 years of the Civil 
Airlines Act. According to testimony already before your committee which has 
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been referred to the Department of Justice: (1) A former CAB Chairman stated 
that the Board capitulated to airline pressures in granting a transatlantic fare 
increase; (2) CAB member Harmar D. Denny, after being visited by the head 
airline lobbyist, switched his vote and thereby killed a general investigation of 
airline fares; (3) officials of the Air Transport Association, the trade association 
of the major airlines, sent out communications suggesting that “missionary” 
‘work be done with the CAB; (4) the Air Transport Association sought nomina- 
tions from the major airlines to fill vacancies on the CAB; (5) the major air- 
lines combined in an effort to pressure the CAB to reject applicants for air- 
freight service; (6) the major airlines contributed to a slush fund to take 
legislators on hunting trips. 

It is common knowledge that the major airlines, in their efforts to maintain 
Government sanction of their monopoly control of the skies, are among the larg- 
est contributors to both political parties. Further, according to the testimony 
of a recent CAB Chairman, the airlines virtually camp in the CAB offices. A 
probe of pressure by your committee will shed a healthy light on the efforts of 
a handful of airlines to keep the skies closed to new competition. 

We welcome such an investigation of Trans American. We urge your commit- 
tee to review in detail the charges by Mr. Hardy of alleged pressure by us. We 
know that a thorough investigation can only show how wild and irresponsible 
Mr. Hardy’s testimony was, The extremity of his charges are the best measure 
of the airlines’ desperation to maintain their monopoly control. 

We are prepared to answer any questions your subcommittee may wish to ask. 
We have instructed all employees of Trans American that they are to provide 
your committee with any information it seeks. We specifically waive any priv- 
ilege that might prevail because of lawyer-client relationship. 

On our part, we would appreciate the opportunity to appear before your com- 
mittee to answer Mr. Hardy’s intemperate tirade. 

Respectfully yours, 


JAMES FISCHGRUND. 


Mr. Keatina. There is just one thing about the letter, Mr. Chair- 
man. In that letter they allege that the major airlines contributed 


to aslush fund to take legislators on hunting trips. 

Did you ever contribute to a slush fund to take legislators on hunt- 
ing trips? 

Mr. Harpy. We have got a president of my company who wouldn’t 
even pay for that to take me on a hunting trip, and I doubt that he did. 
We are the lowest-cost operator in the industry, and that is how we get 
there. We give out very little. 

I don’t think we participated; and I heard that was back in 1947 
or 1948, something like that. 

Mr. Keatine. I donot know. It is one of their allegations. 

Mr. Harpy. I don’t know. Because we were then in the deep, dark 
recesses of subsidy, and I doubt if we were paying for any hunting 
tripsinthosedays. Wealso had astrike in those days. 

1 might say, Mr. Chairman, with respect to that North American 
letter requesting the opportunity to be heard, of course, they give 
me quite a rapping there, and I want to say if you have any occasion 
on which to call me back, I am prepared to substantiate any statement 
I made, and in the American way they should be permitted to come 
in.and say what they want to say, and I hope the things I put for- 
ward there—and I have no doubt you are going to investigate, be- 
cause the Daily stated you have started investigating the matters— 
I hope you will be informed and get both sides of the controversy, 
so that the charges North American leveled against us can be heard, 
and you will get both sides of these matters. 

The Cuarrman. Mr. Hardy, you watch the papers, and any time 
you want to come here to combat anything derogatory stated against 
you, you may come in and testify. 
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Mr. Harpy. Thank you. 
Short recess. ) 
he CuairMANn. The committee will now resume. 
We will hear from Mr. Thomas J. Donovan, president of the Amer- 
ican Society of Travel Agents. 
Mr. Donovan ? 
Mr. Donovan. How do you do, Mr. Celler? 
The Cuatrman. You might proceed, Mr. Donovan. Give your 
name and affiliation to the stenographer. 


STATEMENT OF THOMAS J. DONOVAN, PRESIDENT, AMERICAN 
SOCIETY OF TRAVEL AGENTS, INC.; ACCOMPANIED BY THADDEUS 
HYATT, PRESIDENT, AIR AND MARINE TRAVEL SERVICE; WIL- 
LIAM J. McGRATH, EXECUTIVE VICE PRESIDENT, AMERICAN 
SOCIETY OF TRAVEL AGENTS, INC.; JOHN S. RUSSELL AND 
STEWART L. PITTMAN, ATTORNEYS 


Mr. Donovan. My name is Thomas J. Donovan and I am president 
of the American Society of Travel Agents; and on my right is Mr. 
Thaddeus Hyatt, who is president of the Air and Marine Travel 
Service in New York; and on my extreme left is Mr. William J. Mc- 
Grath, executive vice president of the American Society of Travel 
Agents, in New York, and as counsel we have on my left, Mr. John 
S. Russell, of New York, and Mr. Stewart L. Pittman, both counsel 
for ASTA. 

If I may interject, I would like to tell the committee that myself, 
I have an honorary job as president of this society, the American 
Society of Travel Agents. 

There is no recompense to the job and it is a so-called honor to be 
the head of this organization. 

Mr. McGrath is a paid employee of the association and our head- 
quarters office is in New York with a staff of 23 people. 

Now, to save the committee’s time, we have prepared a statement 
which I would like to read, and I think it will give the position of 
the travel agents generally in the United States, generally coast to 
coast, and then we will be very happy to answer any questions that 
you might want to propose. 

The American Society of Travel Agents is the trade organization 
for travel agents in the United States and Canada. Its active mem- 
bership is composed of about 1,100 travel agents offering a general 
range of travel services. 

The objective of ASTA is to unite in common organization those 
professionally engaged in the sale of travel to the public; to protect 
and promote the mutual interests of its members; to maintain a dig- 
nified code of ethics in the relationship of its members with carriers 
and hotels, the public and with each other ; to stimulate and encourage 
the desire to travel; to acquaint the public with the invaluable serv- 
ices rendered by its members. 

The best evidence available indicates that there are some 2,000 
travel agents in the United States and Canada with ASTA’s active 
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membership of about 1,100 travel agents representing the greatest 
part of the dollar volume of bookings, well over $500 million or 

ASTA travel agents are distributed geographically rather broadly 
as follows: 

Percent 
New England 
Middle Atlantic 
North Central 
Total 

ASTA travel agents are located in 393 cities of the United States 
and Canada with 37 percent of the agents in cities of less than 100,000 
Pe 

he individual travel agency business is relatively small. 

There is an incorrect term in the next sentence. It says “average” 
and it should say “median.” It should say the median annual volume 
of gross bookings of travel and related services slightly in excess of 
$300,000, a gross business income averaging approximately $20,000 
and a net income averaging in the neighborhood of $5,000 to $7,000 
per year. 

Ninety-five percent of all ASTA agents hold conference appoint- 
ments with IATA and 89 percent hold conference appointments with 
ATC. 

The typical ASTA agent secures approximately 17 percent of his 
gross bookings on international air transportation; in addition, he 
secures approximately 18 percent of his gross bookings on domestic 
air transportation. ‘These figures do not include tour bookings which 
would raise the proportions somewhat. 

The travel agent offers to the public a complete range of all types 
of travel and related services. Hence, it is essentially the travel agent 
who meets the rising public demand for advice and assistance in plan- 
— and correlating the purchase of transportation and other accom- 
modations. 

The travel agency cannot participate in competition between dif- 
ferent carriers and different types of transportation. Hence the 
travel — has no part and no interest in the competitive struggles 
among the carriers. This applies to nonskeds as well. ASTA mem- 
bers do some business with nonskeds but it is held down by the diffi- 
culty of accomodating planned travel to unscheduled airline opera- 
tions and by the tendency of nonskeds to use exclusive representation. 
In the recent CAB decision authorizing supplemental scheduled serv- 
ice by the nonskeds, the Board virtually eliminated the possibility 
of this new class of carrier — travel agents by prohibiting a travel 
agent from representing more than one supplemental carrier—a posi- 
tion contrary to the basic function of the travel agent and against 
which ASTA has several times protested to the CAB. 

Competition between travel agents exists in varying degrees in 
different communities and is viewed by ASTA as a healthy condition, 
provided there is no return to practices of the 1930's by the carriers in 
pee | the sale of transportation through so-called travel agents who 
1ave no experience in the ticketing business, are primarily engaged 
in other activities, and are not organized to provide service; and I 
might add parenthetically, to the public. 

77632—57—pt. 1, vol. 356 
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THE CONFERENCE SYSTEM OF STANDARDIZING CARRIER RELATIONS WITH 
TRAVEL AGENTS 


I have read some of the earlier testimony by Mr. McManus and 
Mr. Markham of ATA and will try to save the time of the committee 
by avoiding duplication of adequate description of the background 
and operations of the conference system already in the record. The 
conference system in air transportation is about 15 years old and 
grew out of comparable systems in older forms of transportation 
such as steamship and rail and also out of intelorable conditions which 
characterized the marketing of air transportation in the late 1930's. 
I think Mr. Markham gave you this general background. 

The essence of the conference system is joint action by the carriers 
to standardize relations with agents and to establish a list of qualified 
agents from which the individual carriers can pick their representa- 
tives. I believe I reflect the views of the great majority of travel 
agents when I say the conference system is a sensible outgrowth of 
business conditions and should be continued. 

The carriers are regulated and “licensed”; they are permitted to 
cooperate in the interline ticketing arrangements and in other ways. 
The public needs an impartial advisory and ticketing service and re- 
sponds to it with more travel than would otherwise be possible. The 
result is that agents must represent many airlines without influencing 
traveler preference to the detriment of any principal. Under these 
conditions carriers are not using agents so much for competitive 
purposes, but rather each has an interest in maintaining a high 
standard in the travel agency business in general. Hence there is a 
need for uniform standards which will determine both how travel 
agents represent the airlines and which travel agents are qualified 
to do so. Having lived through a period when an experienced travel 
agent and a hotel porter had equal standing before the carriers, the 
travel agents are generally in favor of an attempt to systematize 
their relations with the carriers. And we think the traveling public 
is better off for it. 

The conference system, as operated by ATC and IATA, has met 
the problem by exercising joint judgments as to travel agents qualifi- 
cations, both for purposes of a standard agreement between agent and 
carrier and for purposes of determining on behalf of the carriers which 
agents are eligible. In order to make this system work, the carriers 
are required to deal only through travel agents found to be qualified 
to properly represent the carrier as a duly appointed subagent. I 
have read the testimony of Mr. Markham of ATA which explains 
very clearly why carriers are necessarily directly interested in the 
character and performance of the agent which might represent another 
carrier. Perhays the mosts obvious reason is the extensive use of 
interline ticketing arrangements. 

I thus want to make it entirely clear that we believe it to be in the 
public interest for the airlines to get together and determine reason- 
able standards for dealing with travel agents and that we believe 
that the individual carriers should be free to select whoever they want 
to represent them within the limits of these agreed standards which are 
expressed through the ATC and TATA lists of qualified agents. I 
might add that any difficulty encountered by travel agents in seeking 
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carrier appointments has been largely the difficulty of demonstrating 
a capacity to generate enough business to attract the sponsorship of a 
carrier. This is the problem of getting started in any business—a 
business reputation develops out of business relationships but unfor- 
tunately business relationships are difficult to obtain without the 
reputation. I doubt that the travel agency business differs substan- 
tially from other businesses in this regard. 

This committee has brought out the possibility that any such 
system of joint handling of agency relations could be abused. The 
travel agents have a reason to be more sensitive than the carriers to 
this possibility. It more directly affects their livelihood. The 
American Society of Travel Agents feels that abuses in handling 
individual cases have not been prevalent, but that the interests of the 
agency industry as a whole have been largely ignored by unilateral 
conference decisions which have been accepted by CAB without any 
practical opportunity for participatian by the travel agents. 

The Cuamman. Do you feel that if I want to be a travel agent, 
fhandling tickets, of the scheduled airlines, that I must first be a 
member of the American Society of Travel Agents ? 

Mr. Donovan. No, sir. 

The Cuamman. Do you think the American Society of Travel 
Agents, if they see fit, should have the right to keep out of the busi- 
ness a travel agent that might want to handle the tickets of the sched- 
uled airlines ? 

Mr. Donovan. No, sir. 

The CHairmMan. Do you feel that the Air Transport Association 
should have the right to determine who shall or shall not enter into 
the travel agency business? 

Mr. Donovan. Not entirely. I believe there should be standards 
set up which are not in existence today. 

The CHamman. Do you think an agreement should be made be- 
tween the members of the Air Transport Association as to who shall 
or shall not enter the travel agency business. 

Mr. Donovan. I do not think there is any agreement at the present 
time, or ever has been. 

The CHarrman. How can there be any standards if there are no 
agreements / 

Mr. Donovan. Well, because the ATC and IATA have prepared 
agency agreements which the ATC has accepted as the standard. 

The Cuarrman. Of course, my opinion is that the only reason why 
that process may not be subject to a violation of the antitrust laws is 
that immunity is given by the CAB. 

But if there were no immunity, no approval by the CAB, in my 
book, what they are doing is a violation of the antitrust laws because 
restrictive agreements are being made by competing entities, seeking 
to keep somebody out from a legitimate business. 

Mr. Donovan. Well, if I may interject, I have been in this busi- 
ness 27 years, and I personally do not believe, and I have never seen 
any evidence of, and I am just speaking as an individual now, I have 
never seen any evidence of where any carrier was not locking for 
business and they are not interested’in keeping somebody out of the 
businses. They are more interested in getting more people into the 
business who can produce. 
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The CHatrman. But there have been complaints made here that 
agents have been kept out of the business who felt they were entitled 
to get the or of selling tickets of the scheduled airlines. They 
complained they could not get what is equivalent to, shall I say, a 
license from the Air Transportation Association. Usually a Govern- 
ment or State or county functionary, issues a license under certain 
prescribed conditions, not a trade association like the Air Transporta- 
tion Association. 

Mr. Donovan. Mr. Chairman, if you are indulgent enough to let 
me finish it, we have got some corrective suggestions. We do not like 
all of the things here, and we would like to submit them to you. 
Please let me finish my statement. 

Although our livelihood is based on successful relations with the 
carriers, I believe it to be in the interests of everybody, the traveling 
public, the airlines, the Civil Aeronautics Board, and the travel agents, 
to take the occasion of this committee’s intelligent interest to set forth 
candidly our views on what is wrong with this system and how it 
might be improved. 

The principal defect in the conference system, as operated both by 
ATC and IATA, with CAB blessings, is the almost complete absence 
of any voice by the travel agents in ATC and IATA determina- 
tions of the terms and conditions under which carriers will deal with 
travel agents. 

The CuarrMan. In other words, you are under the absolute domi- 
nance of the ATC, a division of the Air Transport Association ? 

Mr. Donovan. As presently set up. 

The Cuarrman. And you object to that? 

Mr. Donovan. Yes, sir. 

The Cuarrman. You object to it, I take it, because their decisions 
might be arbitrary; they might be capricious? 

Mr. Donovan. They are usually unilateral. 

The Cuarrman. And it may be for that reason—— 

Mr. Donovan. They are usually unilateral. 

T am sure that the Civil Aeronautics Board would revognize that 
it has some responsibility under the public interest criterion which it 
uses to approve ATC resolutions under section 412 of the Civil Aero- 
nautics Act. We are convinced, however, that the Board has never 
informed itself about the business problems and conditions of the 
travel agents, which it views almost entirely from the standpoint of : 
the problems of the carriers which it regulates. I intend to suggest 
certain specific steps which are open to the Civil Aeronautics Board 
under existing legislation which would go a long way to correct this 
situation. 

The attitude of the travel agents which I am expressing here is not 
unknown to the CAB. In 1953 ASTA in connection with its very 
strong protest to the CAB against a proposed unilateral reduction 
of our rate of commission from 5 percent to as low as 1 percent by 
placing a ceiling of $1.50 commission on one-way tickets. 

The Cuarrman. It strikes me, sir, that what you point out in your 
statement is that you do not care how it is done provided it is done in a 
way that you would have some say in it; is that it? 

Mr. Donovan. That is right; that we think there ought to be a 
forum in which we could express our views. 
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The CHairMAN. So if there are any violations of the law, you do not 
mind so long as you have a say in those violations ? 

Mr. Donovan. No, we do not say that. 

The CHairman. I do not see how it could be otherwise. 

Mr. Donovan. What we are asking the CAB, which has been dele- 
gated by Congress to control the air industry, is to properly super- 
vise and consider all parties interested when they set up these 
standards. 

The Cuatmman. In other words, you are willing to have the CAB 
throw its cloak of immunity around the actions of the Air Transport 
Association, but only in the sense that you would have something to 
say about the operations of the air travel agents? 

r. Donovan. Well, we think that the agents ought to have a say 
in it. Ido not know whether—if Congress has given CAB the cloak 
of immunity, it is not up to a travel agent to try to take that cloak 
away. 

All we say is, we do not believe we are being properly heard and 
that there are not enough standards set up presently and we think 
it can be corrected under the present legislation that currently exists. 

The CHatrman. Of course, one of the matters this committee is 
seeking to determine, is whether the CAB should have authority to 
throw a cloak of antitrust immunity around the operations of the Air 
Transport Association. 

Then we are also interested in an organization setting itself up as 
an arbiter as to who shall and who shall not become a travel agent. 

Mr. Donovan. We have no procedure for setting up—no intention 
of setting up who can be a travel agent. 

The CuarrmaNn. I do not say you. 

Mr. Donovan. I mean ASTA. 

The Cuarrman. I am speaking of ATC. 

Mr. Donovan. I thought you said ASTA, I am sorry. 

The Cuarmman. ATC. 

Mr. Donovan. I am sorry. 

I think essentially what ATC has done, they have gone in and said, 
“We can best operate our airlines on an economical basis if we have 
agents that live up to these standards.” 

But they have set the standards by themselves without consulting 
with the travel agents. 

The CHammaNn. It is more than standards; they want to have the 
right to give a license, 

Mr. Donovan. Well, only on the basis of production. I mean, 
there are a lot of people that would like to be in the travel business 
that have absolutely no qualifications whatsoever. 

The CHarmrMan. You mean when you say only on the basis of pro- 
duction, that you are willing to have the Air Transport Association 
have licensing authority, providing the licensee does sufficient busi- 
ness ¢ 

Mr. Donovan. That he should be in a position where he can create 
business for the carrier in an economical way and serve the interests 
of the airline as a subagent. 

The CuHatrmMan. That would mean that a man could never get into 
the air travel business except upon the sufferance of the Air Transport 
Association. 
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Mr. Donovan. Oh, no; he could go into business. 

The CuHatrman. How could he if he did not have a license from 
them ? 

Mr. Donovan. Well, I think it could be possible. He can go into 
business. If a rule was set up that at the end of 1 year it was shown 
that he had produced sufficient business for the Air Traffic Conference 
or IATA, that he would be given rebates on his commissions back to. 
the period in which he started. 

The Cuarrman. Do you think that is legal and within the purview 
of the antitrust laws? 

Mr. Donovan. I am not prepared to answer that specifically on an 
antitrust question. But the point is—— 

The Cuarrman. You have your counsel here; what does he say? 

— Russett. I do not think I am prepared to give an opinion on 
that. 

The Cuarrman. I did not hear you, sir. 

Mr. Russety. I am not prepared to give an opinion on that. I 
have not studied the particular question to which you have addressed 
yourself. 

Mr. Donovan, I think, in his statement is saying that he feels there 
is adequate power in the act now to avoid the abuses that he is com- 
plaining about. He is not going to the essence of whether the act*is in 
conflict with the antitrust laws. 

The CuarrMan. But we are very much interested in whether those 
practices are or are not violations. 

Mr. Russexi. He has to operate, sir, on the assumption that the 
immunity is valid. If this committee feels the immunity is not valid, 
and he is trying to make this work within the immunity as it presently 
exists 

The CHarrman. Well, of course, first, we are operating on the 
theory that we would like to know whether it is good or bad public 
policy to allow the CAB to grant that immunity. 

From what I gather now from his statements, a good many of these 
restrictions are entered into, perhaps without the CAB’s approval, 
in which event, even under the present state of the law, they might be 
violations. 

Mr. Russexti. Go ahead, Mr. Donovan. 

Mr. Donovan. Mr. Chairman, I think that the situation, as far 
as the airlines are concerned, is strictly a matter of good business. 

Now, my company—I am speaking for 

The Cuarrman. Something may be good business, but it may, none- 
theless, run afoul of the law. 

Mr. Donovan. I will use my company as an example. I happen 
to be head of a company which is one of the principal tour operators 
in the United States, and our cost of doing business has increased so 
greatly in the last 7 to 8, 10 years, that you have to be very careful 
of the type of business you are even going to handle today. 

I have presently 1,100 travel agents that sell our tours coast to coast. 

Effective the first of the year, because of the increased cost of 
printing and distribution, I dropped 700 travel agents because they 
were not productive. 

It is not an economic and good basis for me to permit these 700 
travel agents to sell 1 or 2 or 3 tours a year. It cost me more to 
distribute folders, to service the accounts, and so on. 
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The CuamrMan. When you speak of your company, is your com- 
pany the American Society of Travel ‘Agents? 

Mr. Donovan. No, my company is C artan Travel Bureau of Chi- 
cago, but I am just an officer, elected officer, for a 2-year term to repre- 
sent the ASTA organizations. 

Mr. Materz. Mr. Chairman, may I ask a question ? 

Mr. Donovan. Yes, sir. 

Mr. Materz. Mr. Donovan, the chairman was referring to this 
situation which is presently existing. ‘The ATA is a trade associa- 
tion of the scheduled carriers; is it not? 

Mr. Donovan. Yes, sir. 

Mr. Materz. And ATC is a subsidiary of the ATA; is it not? 

Mr. Donovan. Yes, sir. 

Mr. Materz. Now, what the ATC does, according to your testi- 
mony, is to determine whether or not a person or company can be 
licensed to engage in the business of acting as a travel agent for any 
scheduled carrier; is that right? 

Mr. Donovan. They do not give me any license. They approve 
me as a subagent, or they approve any person to be an agent of that 
firm on a direct assignment. 

Mr. Maerz. Are you saying that the ATC does not set up a licens- 
ing procedure ? 

Mr. Donovan. I do not think it is a licensing procedure. They 
have a means of controlling who they are going to do business with 
in the United States. 

In other words, if you have certain qualifications, a good location, 
you are in a position to create business for those carriers, they want 
you to sell. 

Mr. Materz. Well, could you get into business—suppose you were 
not representing any airline, could you get started in business 

Mr. Donovan. Well, there are thousands of people—— 

Mr. Materz. Just a moment—and represent any scheduled car- 
rier without first being approved by ATC? 

Mr. Donovan. You cannot represent any carrier until 

The CuatrmMan. No, you did not answer the question. Can you do 
that without first getting the right to go into the business by the ATC? 

Mr. Donovan. I can go— 

The CuarrMan. Or getting their approval? 

Mr. Donovan. I can go in business tomorrow and sell tickets, do 
anything I want. They do not have to pay me a commission. 

The arrangement they have, they cannot prevent me from selling 
a ticket. 

The Cuarrman. You mean you can go into business and sell tickets 
of the scheduled airlines without first having the approval of the 
ATC? 

Mr. Donovan. Absolutely. 

Mr. Maerz. Will you get a commission for that ? 

Mr. Donovan. No, sir. I can go out and sell tickets all day long 
for American, TWA, United, and everyone else. 

Mr. Materz. What you are saying is, sure, you can sell tickets for 
any scheduled airline, but you will not make a dime out of it. 

Mr. Donovan. That is correct. 
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The Cuarman. What kind of business would that be? You would 
not be in that business very long. 

Mr. Donovan. That is one of the fallacies of the travel business. 
But there are people in the business today-—— 

The Cuairman. Let us rephrase the question. If I want to go 
into the business of selling tickets for profit, can I sell any of the 
oon of the scheduled airlines before I first get the approval of the 

Mr. Donovan. You can sell the tickets, but you cannot receive the 
commission. 

The Cuatrman. That is what I said, I said if I wanted to go into 
business for profit. 

Mr. Donovan. Yes. 

The Cuarrman. So that I cannot go into business for profit, get 
commissions on tickets, unless I first get the approval of the ATC? 

Mr. Donovan. Mr. Chairman, Mr. Hyatt here runs a travel 
agency 

The CuHarrMAN. What is your answer? The answer is, “Yes,” is it 
not 

Mr. Donovan. Yes, sir. 

Mr. McCoxttocn. Wait just a minute. I wonder would it be, “Yes”? 
Would it not be an equivocal answer ? 

You, as a travel agent, may not rely upon the commissions that 
you are getting for selling tickets on the airlines alone, You may 
be making profit from other travel agent activities. 

Mr. Donovan. That is correct. 

Mr. McCuttocn. So, therefore, the answer to the chairman’s ques- 
tion is not necessarily yes or no; it is probably “maybe.” 

Mr. Donovan. That is correct. 

Mr. McCutiocu. Now, will you explain to us how you can be a 
travel agent and go out and sell airline tickets without getting a com- 
mission, and yet 5 interested as a travel agent in planning a tour to 
Timbuktu? 

Mr. Donovan. I would be happy to. 

There are a lot of people that have, for example, been—there are 
newspaper people who have traveled all over Europe, and who have 
great experience in telling people where to go in Europe or in South 
America. 

They decide they want to go into the travel business, whether it 
be with steamship lines or airlines, and they decide they are going 
to act in a consultative capacity. 

I want to point out one thing to the committee: There is a difference 
between a travel agent and a ticket seller. A travel agent is an 
entirely different category than a man who stands in a ticket office and 
just hammers tickets out. 

The Cuarrman. Let us put it this way, Mr. Donovan: You are a 
travel agent, you sell steamship tickets, you sell railroad tickets, you 
sell bus tickets. But if you want to sell scheduled airline tickets and 
make a commission thereupon in the sale of those scheduled airline 
tickets, you have to first get the approval of the ATC? 

Mr. Donovan. You have to build a reputation for it. 

Now, Mr. Hyatt—— 

The Cuatrman. No, I asked you a question which is susceptible 
of a very simple answer. 
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You are a travel agent, you sell all kinds of tickets; you make money 
on the sale of those tickets. 

Now, you want to go into the business of selling, in your same prem- 
ises, into scheduled airline tickets. 

If you want to do that and make a commission on those tickets, 
you have to first get the approval of the ATC? 

Mr. Donovan. No, sir. 

The Cuarrman. Is that correct? 

Mr. Donovan. No, sir. There is a separate conference for every 
form of transportation in every area. 

The Cuairman. Is there a conference that is limited to the arrang- 
ing of commissions to travel agents for the sale of scheduled airline 
tickets ? 

Mr. Donovan. Yes; one for domestic airlines, one for international. 

The Cuarrman. Who controls that conference ? 

Mr. Donovan. That conference ostensibly is controlled by the CAB. 

The Cuarman. Wait a minute, not the CAB 

Mr. Donovan. Yes, sir. 

The CHarrman. Who controls it before the CAB grants its ap- 
proval; is it the ATC? 

Mr. Donovan. ATC sets the rules up which are—— 

The Cuatrrman. If you want to get within the sphere of that con- 
ference and sell scheduled airline tickets on a profit basis, you must, 
therefore, get the approval of the ATC; is that correct? 

Mr. Donovan. They send investigators to your office to see whether 
you have a good office; they make an inspection, they check into your 
financial integrity, your ability to create business. 

The Cuarrman. In other words, you cannot get into that particular 
business, which I have indicated, unless ATC grants approval as to 
your fitness, as to your premises, and so forth; is that right? 

Mr. Donovan. That is correct. 

The Cuamman. In other words, they have the power to grant or 
withhold from you a license to do that? 

Mr. Donovan. Well, you can call it whatever you want. I do not 
consider it a license. 

The Cuatrman. It does not have to be a paper. <A license may have 
a generic meaning. It is a permission. 

Mr. Donovan. That is true. 

Now, Mr. Chairman, Mr. Hyatt here has been a travel agent in New 
York for years, and his start in operations was selling tramp trips. 
You see ads in magazines, “Get lost. Go away for 20, 30, 40, 50 days. 
Go 20 days in a tramp steamer.” That was his entrée into the business, 
and I would like for him to explain—maybe he can elucidate a little 
further on how he got into the business. He did not receive commis- 
sions on the sale of the tickets. 

The Cuarrman. I think the committee understands this pretty well, 
and we realize there must be some sort of a system. There might well 
be some standards, but we are inquiring to get the facts. It is one 
thing to have a system which is beneficial to the business, and it is 
oe thing to test that system to see whether or not it is within 
the law. 

Mr. Donovan. I think that possibly if I continue on and finish these 
next few pages, we may have a couple of suggestions in here as to 
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what might improve the situation. Could we do that with your 
permission ? 

Mr. Materz. Mr. Chairman, if I may interrupt Mr. Donovan. In- 
sofar as accredited travel agents are concerned—and by “accredited” 
I mean travel agents who are approved by ATC—these travel agents 
under this conference system to which you advert are, in effect, insu- 
lated from undue competition by prospective entrants into that busi- 
ness, are they not? 

Mr. Donovan. No, sir. I wish it were true, but it is not true. 

Mr. Maerz. Let me ask you this: Let us assume you have a small 
town of about 20,000 people, and there is a travel agent, an accredited 
ATC travel agent, in that particular community. 

A new company wants to start business as a travel agent in that 
same community. 

Now, is it likely that ATC will accredit this new applicant if this 
other travel agency, which is already in business, is generating what 
the airlines consider a sufficient amount of business ? 

Mr. Donovan. I think it is possible if the new man can show that 
he can generate more business to make it profitable for the airlines. 

The CuairmMan. But it is possible for the man who has been ac- 
credited to make complaint and then the ATC refuses to grant the 
second man the privilege? 

Mr. Donovan. [have never heard of one in my experience. 

Mr. Maerz. Are you familiar with the testimony of Mr. McManus 
before this committee ? 

Mr. Donovan. I read it over. I was not analytical about it. I 
read it over. 

Mr. Materz. Mr. McManus, if you will recall, did testify before 
the committee that he wanted to be accredited by ATC to operate a 
travel agency. 

The CuarrMan. In Levittown. 

Mr. Materz. Levittown; and he could not get a sponsor, according 
to his testimony, because an accredited ATC travel agency, 8 miles 
away, was deemed by the airlines to be generating sufficient business. 

Now, under those circumstances it is not possible that present exist- 
ing accredited ATC travel agents are, in effect, by this conference sys- 
tem insulated 

Mr. Donovan. No, sir. 

Mr. Materz (continuing). From additional competition ? 

Mr. Donovan. No, sir. 

Mr. Materz. How do you reconcile that 

Mr. Donovan. If I remember correctly, I believe Mr. McManus was 
in the real estate business and the insurance business. 

Mr. Materz. That is right. 

Mr. Donovan. Again, getting back to my own company, which is 
the only way—it is very hard, and the reason I had this prepared state- 
ment was that I try to represent 1,100 ASTA members—the best travel 
agents in this country, the biggest or the smallest. 

I would say in our company I receive an average of 400 to 500 letters 
a year from people who want to get into the travel business. They 
have been to California, they have been to Europe, they have been to 
Mexico. They think they are linguists; they want to escort tours, and 
they want to go out and sell their friends tickets, and they want to 
become professional consultants. 
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The Cuarrman. Why should they be kept out? 

Mr. Donovan. Because we do not thin they are competent to sell 
the trips. 

The Cuatrman. What gives you the right to say that? 

Mr. Donovan. Because I want to know that the person that I am 
doing business with is competent. 

The Crarrman. Because you want to keep competition out? 

Mr. Donovan. No, sir. 

I happen to be a seller of tours. I do not want somebody in New 
York City to sell someone a drawing room or a compartment on a 
train or to sell somebody a trip to C alifornia, and not know what he 
is doing. There are thousands of people of that caliber in this 
country. 

The Cuarrman. You have thousands of those in other businesses 
in this country. If I make cigarettes that have spurious tobacco 
in them, I would like to keep as many people out of that business, too, 
as I possibly could. 

Mr. Donovan. Well, the travel industry has the greatest newspaper 
appeal in the way of ‘articles, more than anything that is published 
in the newspapers today. Any newspaper would rather publish some- 
thing on travel than any other item. 

Asa result, there are more and more people traveling. They have 
a lot of good social connections, but they do not know ‘the mechanics 
of the business. A lot of people would like to be lawyers. 

The Cuarrman. It may be that your goal would be perfectly proper 
and legitimate; if so, then I think you should give some thought to 
having statutes passed giving the ATC or your ‘organization or some 
similar organization the right to grant a license. But you cannot set 
yourself up as an arbiter of who shall or who shall not go into the 
business, and that is what you are trying to do. 

Mr. Donovan. I am not saying the association—now, I am talking 
as an individual. I can do business with whom I please. There is 
nobody that can force me to tell them that I have to deal through 
them to sell tours. Iam not going to take the responsibility for some- 
body selling a tour of mine or my company in New York, and selling 
them on the wrong basis, and then having to contend with them for 
2, 3, or 6 and 7 weeks, because of lack of “information to know what 
they are doing. 

The Cuarrman. That kind of situation you have in every conceivable 
business. You have people—— 

Mr. Donovan. Not generally. You have dogs in every business, 
but the people who are trying to do a professional job—I mean, in 
the medical profession you have certain people who feel they are brain 
surgeons. 

The Cuarmman. That is different. There you have a license granted 
to a doctor, and the license is issued by governmental authority. 

Mr. Donovan. Well, the only way that license is granted is on the 
basis of ability to be able to perform. 

The Cuarmman. But it is the Government which determines the 
qualifications of the licensee. 

In your situation you want the ATC or some similar nongovern- 
mental organization to determine the situation. 
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Mr. Donovan. Our organization, Mr. Chairman, has absolutely 
nothing to do with the granting of any permission to sell a ticket. 

The Cuarrman. You do not grant a license; I know your organi- 
zation does not, but the Air Transport Association does, and that is 
the gravamen of our complaint. 

Mr. Donovan. Well, if these people, if ATC, if you got in this. 
country 50 or 60 air carriers, and they want to determine what is 
the best way of getting business, and they agree that through. evolu- 
tion and watching the steamship conferences, which have been in 
existence for over a hundred years, as being the best way to get busi- 
ness, they think that it is better to do it that way. Now, we definitely 
believe that the CAB should have complete supervision over the thing 
and watch it, and that is what we are trying to get, which we never 
have been able to get so far, and that is why we came here. 

The Cuamman. I do not think any committee has gone into this 
so far as steamship tickets or other carrier tickets are concerned. 

Mr. Donovan. You see another thing, Mr. Chairman—— 

The Cuarrman. I think it is a good thing that we have the facts 
come out here. Maybe the law should be changed specifically to give 
the ATC that authority. I do not say at this moment they should 
have or should not have the authority. 

Mr. Donovan. Mr. Chairman, don’t you believe, or will you reeog- 
nize that presently, right today, they have the authority to operate 
the way they are now, whether it be good or bad ¢ 

The Cuarrman. I do not think they do, unless they get immunity, 
unless they get absolute approval from the CAB. 

Mr. Donovan. Well, they have it right now, that is what I mean. 
They have that approval right today. We believe the law-—— 
dine CuarmMan. There is a general agreement approved by the 

‘AB? 

Mr. Donovan. That is right. 

The CuatrMan. The question is whether or not those agreements 
are so general as to envision and empower the ATC to do things that 
they should not have the right to do. 

Mr. Donovan. Well, we happen to be travel agents. We are not 
attorneys, and have no legal opinion on it. I mean I think it is some- 
thing that may evolve out of. this, but all we are trying to do is to 
point out our view, and to make an absolute distinction between a 
person who is a ticket seller and a person who is a travel agent. 

The CHarrMan. Suppose you continue to read your statement. 

Mr. Donovan. At the same time ASTA asked the CAB to initiate an 
investigation into the procedures used by the ATC, with a view to 
setting up appropriate rules which would afford adequate safeguards 
to all parties directly affected by such procedures. I believe a copy 
of our protest has been placed in the record of these hearings, during 
the testimony of Mr. McManus. 

This investigation was never ordered by the CAB. Before our 
request could be acted upon we went through protracted prehearing 

rocedures and negotiations with ATC, at which a member of the 

‘AB’s staff was present. The carriers then withdrew the resolution 
which we had protested, apparently because they themselves could 
not remain unanimous over the wisdom of such reductions. This is- 
sue thus became moot. We were then persuaded to permit the CAB 
to dismiss the entire proceeding on the understanding ATC would 
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create the travel agents policy advisory committee, which we were 
prepared to try in order to see if we could obtain the effective voice 
we so earnestly desired. 

Both CAB and ATC have called this committee’s attention to this 
travel agents policy advisory committee with the implication that ade- 
qjuate consultative machinery now exists to give travel agents a voice 
in ATC decisions. Four members of this committee represent travel 
agents, two of whom are from ASTA. Mr. McGrath, sitting on my 
left, the executive vice president of ASTA, sits with this committee, 
and I think he can report to you firsthand on its significance. Suf- 
fice it to say, these meetings are completely congenial but completely 
ineffective. While there is some value in this formalized contact be- 
tween the agents and the carriers in keeping each aware of the views 
and attitudes of the other on less controversial matters, there have 
been no significant results from any of these meetings to my knowl- 
edge. The travel agents policy advisory committee is not a sub- 
stitute for any degree of travel agent participation in ATC determina- 
tions. At most the carrier members can only report what we say. 
‘They can make no agreements which bind ATC. These still require 
unanimous consent of all carriers. 

This‘is in no sense a complaint against the very able and responsible 
gentlemen who sit on the carrier side of the table; it appears evident 
that it was never intended by ATC that this committee bring the 
agents into a participating role. ue 

I am saying quite candidly that CAB has a responsibility, which it 
has so far failed to recognize fully, to take account of the effect on 
travel agents of the conference resolutions, both ATC and IATA, 
which it is periodically asked to approve. One basis for this respon- 
sibility is, of course, the affirmative requirement of section 2 of the 
Civil Aeronautics Act to encourage and develop air transportation 
and'to foster sound economic comibtions in air transportation. The 
development of the travel market can hardly be ignored in carrying 
out this mandate, and the travel agents are in the frontlines of this 
continuing effort. However, in asserting CAB responsibility to pro- 
vide more practical and effective procedural recourse to the travel 
agents in their relations with the carriers, I rely on more specific 
grounds. When the Board exercises it power to exempt from the 
antitrust laws a combination of airlines acting together to determine 
commissions and conditions of doing business with travel agents, it 
has impaired the travel agents’ natural rights under our free-enter- 
prise system to bargain effectively for their livelihood. The practical 
effect has been to limit severely any practical opportunity to make 
their point of view known and understood. We wish to call the 
attention of this committee, as forcefully as possible, to our view that 
the exercise by the Board of its statutory exemption power on ATC 
and IATA conference resolutions carries with it a clear obligation to 
provide procedural safeguards to the travel agents in their dealings 
with the combination of airlines made possible by Board action. We 
do not feel the CAB has so far discharged this obligation. 

The solution is not difficult. It is within easy reach of the CAB 
under the existing legislation. We suggest the following steps which 
would go far to give the travel agents adequate recourse against the 
one-sided determinations by ATC and IATA of the conditions under 
which a travel agent can handle air traffic. 
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1, CAB should undertake an investigation to inform itself about 
the adequacy of travel agents’ commissions and other conditions of 
the standardized agency agreements, in terms of the services provided 
by the travel agents and the contribution of these services to the 
development of air transportation. We believe the CAB to have 
considered these questions up to now entirely from the standpoint 
of the carriers which they regulate without fully realizing that it has 
brought the travel agency industry indirectly within the orbit of regu- 
lation by sanctioning the conference system. The CAB inquiry should 
be directed at factors which should be taken into account in determin- 
ing appropriate levels of commissions; and at the development of ade- 
quate standards under which the carrier should operate in constructing 
its travel agents lists and in standardizing through its agreement 
carrier relations with travel agents. 

2. Hereafter, ATC and IATA resolutions should be approved under 
section 412 of the Civil Aeronautics Act only upon an adequate show- 
ing that the travel agents have been consulted and their views taken 
into account before conference decisions have been made. 

The Cuairman. I[ think that is a very good suggestion. As it is now 
all that the CAB does is to give a wide, sweeping authorization. 

Mr. Donovan. All we are looking for is a court to be heard in. 

The CuarrMan. I think that is sound. 

Mr. Donovan. More specifically, submissions in support of applica- 
tions for section 412 approvals should be required to include, as part 
of the public-interest showing, a statement of what the applicant 
understands the travel agents’ views to be on those changes in reso- 
lutions affecting agents. 

3. CAB should make available a simplified and inexpensive pro- 
cedure whereby, on the basis of a prima facie showing of failure of 
a conference to abide by its CAB-approved standards, any travel 
agent can apply to CAB for CAB supervision of a consultative meet- 
ing with conference representatives. CAB examiners should be made 
available for this purpose and records should be kept of such meet- 
ings. If requested by either the carriers or the agents, the examiner 
should file a brief report to the Board stating the position and reason- 
ing of both sides. Although there may be legal doubts about requir- 
ing IATA to participate in such a procedure, as a practical matter, 
CAB could induce LA'TA cooperation through a willingness to hear 
from the travel agents and to take seriously their position in the 
absence of any adverse showing. 

4. The procedure just described in item 3, which is to take care of 
the solitary travel agent, incidentally, should also be made available 
to any representative group of travel agents seeking consultation 
with coneference representatives on any matter related to existing or 
proposed conference resolutions. 

5. These procedural changes should be in addition to present op- 
portunities which travel agent theoretically have to file a complaint 
under sections 411 and 1002 of the Civil Aeronautics Act and to file 
statements on the merits of section 412 proceedings. 

In asserting the right of travel agents to some procedural protection 
in dealing with the combined carriers, | want to assure the commit- 
tee that we have in mind well-considered proposals to improve the 
relations between the carriers and the agents which deserve the care- 
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ful attention of the conferences and CAB. I do not want to take the 
committee’s time to expose fully the travel agents’ problems here. 
However, in order that the record show the nature of these problems, 
I would like to introduce a survey of the travel agency industry 
which ASTA had prepared last year by the management consulting 
firm of Cresap, McCormick & Paget. 

The CHarrMan. You have that right. 

Mr. Donovan. You have that? 

The Cuarrman. I say you have that right. How big is that volume? 

Mr. Donovan. This is a survey of the whole travel agency industry. 

The Cuarrman. No; let us make reference to it, and we will keep 
it in the committee file. 

Mr. Donovan. I will give it to you; that is our bible. This survey 
is, we believe, the only comprehensive attempt to set forth the char- 
acter, the functions, and the problems of the travel agents and to 
recommend practical ways to improve the industry’s practices and 
relations both to the carriers and the traveling public. This survey 
has been made available over a year ago to the carriers, to ATC, to 
IATA, and to other carriers conferences, and to interested CAB and 
other Government officials. 

There is here with me Mr. McGrath of ASTA and Mr. Thad Hyatt 
who-has long years of experience in the-travel agency business and is 
the owner of a representative agency in New York City—Air and 
Marine Travel Service. ‘They are prepared to answer any questions 
you ask, and I am prepared to do likewise. 

We appreciate your giving us this opportunity of testifying. 

The CHarrman. We thank you, Mr. Donovan. 

As our next witness we intended to have Mr. Floberg, president of 
the Conference of Local Airlines. I understand he has just left. 

He has a rather long statement, and we will hear him at some future 
time. 

The committee will now stand adjourned sine die. 

(Whereupon the committee adjourned at 5 p. m., subject to the call 
of the Chair.) 


x 











